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SALE OF FOREIGN BONDS OR SECURITIES IN THE
UNITED STATES

WEDNESDAY, JANUARY 27, 1932

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

Wa,8/dngton. D. C.
The committee met at 10 o'clock a. m., pursuant to call of the

chairman, in the committee hearing room in the Senate Office
Building.

Present: Senators Smoot (chairman), Metcalf, Harrison, King,
George, Connally, and Gore.

Present also: Senator Johnson.
The CHAIRM3AN. The committee will come to order.
I have a letter from the Secretary of State, dated January 21). 1932,

reading as follows:
MY T):.xi SE..\OR S.oo' I have rceive( tlhe retltest of tli Senate Finance

Committee for a telegram of Jt.lne 1.), 19)31. Mr. Whle's testimony stated eor-
rectly the sulhstanee of th s lelegrallll us to :I". IBrco voliesslI.

Tihe telegram is available for exu:nation i executive session to your co-
mittee if they desire to cheek the accuracy of Mr. Wlite's testimony. It would
not be in the Interest of the United States in its 'oreqgil relations to jlinhlish the
telegram itself.

Sincerelf yours.
HENRY L. S'TrISON'.

The Cht.t .N. Another letter front the Secretary of Sta.t. lated
January 20, 1932:
The lon. IIELD SMOOT.

Chairman ,ciUIic ('oninittce on i'Inanc,
V'nitc'd s tatex Newcm .

MY I)E-AR SEN.VORt S.eo III cOlill llltnc With a I'etilltst cnllhodled ili a1 nott,,
dated January 15, 1932. fron the ilait.iin minister to tile United Stlate. I
Inclose for tlte Senate Connnittel' ol Fl'naln'e u vo' y of tit, a! Iov,- lltliltonet(
note with a translation.

Sincerely yotlrs,
IENh'Y L. STIMSON.

The inclosure is a .opv of the translation (f th nte tront the
Haitian minister, dated .January 15, 1932, and I ask that that be
incorporated in the record at this point. Unless Yo desirt, it read.
Senator Johnson. If you do, I will read it.

Senator JoIiNsoN. I will read it subsequently. I have not read it
as yet, but I will read it subsequently.

(ihe translation of the letter front the Haitian minister is as
follows:)

LEGATION OF THE RtWuitEiO OF HAITI.
lVasIington. January 1.. pl,?.

Mr. SECRETRY: In the course of the inquir; which is being conducted by
the Finance Committee of the United States Senate, a statement of ext'eine

1929



1930 SALE OF FOREIGN BONDS OR SECURITIES

gravity was made by the representative of an Important New York banking
house. It consisted in the affirmation that commissions are generally pahl to
the governments of Latin America which contract loans in the United States
of America. According to this statement, the exorbitant profits allowed to the
syndicates which make these loans thus serve to cover, in part, these illicit
commissions.

It Is not too much to say that such a declaration is an attack on the honor
of all the American Governments that have contracted loans in the United
States.

It is in particular an attack on the Republic of Haiti.
Your excellency will realize that my Government, of course, believes that

It is to its most imperative interest, for the safeguarding of its dignity and
its moral credit at home as well as abroad, that the most complete light be
thrown upon the conditions under which the Haitian loan of 1922 was con-
tracted in the United States, upon the profits which were made on -this occasion
by the National City Bank of New York which handled the matter (and)
upon the commissions which may have been paid to the persons who participated
in the negotiation of this loan.

Commenting upon the statement made before the Finance Committee of the
Senate by Mr. Mitchell, president of the National City of New York, an
American newspaper, the New York Telegram, stated:

"Haiti gave the National City its largest spread, 14.71 per cent on a $1,743.-
000 loa, on which the syndicate profits were $250,395.30."

My Government. which is composed of men who can not allow their integrity
and honesty to be called in qeustion, earnestly desires that the inquiry of the
Senate of the United States should establish very definitely (1) the amount
of profits made by the National City Bank on the issue of Haitian bonds in
1922 of a nominal value of $23,680,000, the commissions, whether Illicit or
not, which may have been paid to those who participated in the negotiation,
the names of these persons; (2) the cau-es of the depreciation of these bonds
on the United States market, although interest and amortization payments
have been made on them regularly in advance.

I am certain that your excellency will appropriate the legitimacy of the step
I am taking, and that you will be good enough to transmit this letter to the
Hon. Senator Reed Smoot, as you did that of the Ambassador of Chile.

Please accept, Mr. Secretary, etc, etc.
DANTES BE.LUWAIW

The CHAIRMAN. Another letter from the Secretary of State dated
January 21, 1932:

MY I)FVAR SENATOR S.o10': I inclose herewith a copy of a note addressed to
Die on the 20th Instant by the ambassador of Peru, which he has requested
that I tralnsmit to you.

Sincerely yoJurs.
HENRY L. STIMSON.

It is just a short note, so I will read it so it will go into the record
at this time.

Senator JojiNso,,. Yes, please.
The CHAIRMA.N. This is the letter from the ambassad,, of Peru

to the Secretary of State:
JANUARY 20, 1932.

"oua ExcELLEioy: My Government has followed closely the proceedings of
the investigation undertaken by the Senate Finance Committee with regard
to South America loans placed in the United States.

Acting under special instructions, I now have the honor to request that
your excellency be so good as to convey to the investigating committee my Gov-
ernment's earnest hope that the inquiry Into all the transactions connected
with the issuances of Peruvian loans in the United States during the latter
years be as thorough as possible, so that the responsibility of all those who
participated in the said transactions affecting Peru's vital interests may be
closely defined.

May I venture to renew my former verbal request to the effect that an au-
thenticated copy of the evidence taken by the Senate Finance Committee n re-
gard to Peruvian loans placed In the United States be furnished to the era-
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bassy, if available, at the earliest (late convenient for transmission to my
Government.

Thanking your excellency in advance, I have the honor to renew the assur-
ances of my highest consideration.

M. DE MIE Y S.
His Excellency HERY L. STIMSON,

Secretary of State, Department of S tate, Washington, D. 0.

The CHAIRM AN. There are some further letters that I wish placed
in tht. record at this point, and I will hand them to the reporter.

(The letters referred to are here printed in the record in full, as
follows:)

Mr,,MI BLAc, FLI.A, January 25, 1982.
Hon. Rnx SMooT,

C1iairman Senate Finance Oommittee,
United States Senate, Washington, D. C.

Sm: I beg to suggest that the investigation Into Cuban loans be extended to
include the $50,000,000 forced upon Cuba lby J. P. Morgan & Co. during tile
Zayas administration, immediately prior to the present Machado r~glme.

The above loan marked the commencement of unscrupulous banking deals
with Latin-America, and it Is significant that Ambassador Crowder played an
important part in the negotiations.

Not only could Cuba have gotten along without this loan but an interest of
5 per cent was charged for the money, while Cuba was paid for such part of
the loan which was Idle in the vault of Morgan & C6. a paltry 1 % per cent.

A great part of this money is still unpaid, and the depreciation affecting all
Latin-American bonds has lowered their price so that a large loss is entailed
to the investing American public.

Should you decide to extend your Investigation to this prior loan, I am willing
tct furnish you all particulars connected with the transaction.

Respectfully yours,
ALFRm I3EDTANtOUuT.

CUBAN PATRoTiC L Aoun,
Wash ington, D. C., January 25, 1982.

Hon. Rmm SMooT,
Chairman Se,,ate Finanoe Committee,

United States Senate, Washington, D. 0.
Sm: Remarking that officials of the Chase Securities Corporation have been

summoned to appear before your committee on Wednesday next, for Investiga-
tion of Cuban loans floated In this country, we beg to submit the following
information:

The Chase Bank has loaned to Cuba $10,000,000 In 1927, and $50,000,000 in
1928.

Of the above, two $10,000,000 installments were floated in the New York
market.

The balance of $40,000,000 was floated also, but as part of a bond issue of
$80,000,000 made by the Cuban Government in 1930. Of this latter issue, as
already stated, the Chase Bank floated $40,000,000 In the New York market
and loaned the Cuban Government $20,000,000 on the remaining $40,000,000 in
bonds.

The Chase Bank has consequently loaned the Machado government $6,000,-
000 floated to investors In the United States and $20,000,000 which is still due
the Chase Bank, guaranteed with a collateral of $40,000,000 In bonds.

This loan has been extended repeatedly, Inasmuch as the Cuban Government
has been unable to meet it. Fat commissions and exorbitant interest is
charged at each renewal.

The above bonds, issued at 98, are now currently quoted at 38. The Inter-
est and commissions on all of these loans will bear plenty of investigation.

With the exception of the first $10,000,000, the balance of the Chase loans
were made with Machado's son-in-law as manager of the Chase Habana branch.

Machado's son-in-law was paid a $500,000 commission by presidential decree
when the $50,000,000 loan was made. It is not known where the money went
to. It is a replica of the episode of Dictator Leguia's son of Peru.
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The perquisites in the later deals are unknown. By that time the dictator.
ship and press censorship was complete.

Ambassador Harry F. Guggenheim, aided by Grosvenor Jones, of the Wash.
ington Department of Commerce, subsequently worked on a $300,000,000 re-
funding project for Cuba for sonie time. Complete details are given in a
pamphlet issued by the Culan Information Bureau under the title "Ambassa.
dor Guggenheim and the Cuban revolt" which has been sent to you ere this.

Cuba's indebtedness, when, Malehado went into office six years ago, was but
$97,000,000. It is now over $270,000,000.

We attach a circular issued by the secretary of this organization which was
sent to all Members of Congress, the President of the United States and his
Cabinet, us well as to all banks, banking firms, and brokers in 1930, prior to
the $80,000,000 loan floated in accord with the Chase Bank.

The loans made by this bank were issued with perfect knowledge of the
following facts:

1. That the Machado Government was illegal and despotic; that these loans
were to be paid by the people of Cuba, who had had no say in the issuance
thereof.

2. That there was a large deficit in the Cuban budgets, which started back
in 1926. Machado was and Is sustaining an immense army and bureaucracy
to hold power and his budget outlay was and is inore than Cuba can bear.
Taxes are unbearable. The loans allowed him to remain in ollice by covering
his budget deficits and the Chase Bank was thus merely handing out money
which the Cuban people would have to pay and which was being utilized for
their detriment and the suppression of their liberties.

3. A large part of the money advanced by the Chase Bank was pilfered by
the Machado administration. It wins chiefly used to huihi a (SI-nile road at
a cost of over $100,000,001) which could have been built for 40, or, at the
utmost, 50 millions. The capitol, originally bid out for $3,500,000, cost over
$20,000,000, although it is cons derably larger than the original project. In
any event, it is a monument to the extravagance of the 'Machado dictatorship,
financed by the Chase Bank.

4. The money which is now living paid to tile ('l.Cse allik is sorely needed
by the Cuban population. WidesprV,4I1 misery reigns In Cuba to an incredible
degree; it is directly imputable to the Mac.hadoi r.ginle and in nowise to the
price of sugar. Salaries of Governineit elnliloyces itre three- months in arrears,
that the Chase Bank may be paid. The nalrket price of 38. which represents
an immense loss to American investors, is proof that (uba is at the end of the
rope and can not pay. But for the Machado iron rule, a moratorium, highly
beneficial to the Cuban people, would have been already declared.

5. The Chase Bank has actually given the Machado dictatorship a two years'
lease on life. It has permitted the wholesale niurder and exploitation which
has characterized the Machado despotism.

Prior to these Chase loans. J. 1'. .Morgaln & ('o. made a loan of $9,000,000 to
the Machado government. It was given to the said bankers as remuneration
for 'Mr. Thonms W. Lamont's reniarks, it a hiqlUet giOven to Maiclado in New
York, in the month of April, 1927, as follows: " We do not care by what melins,
but we would like to se,? such a good idinistrltor reinahi in power." That
was tile actual birthplace of the 1inlilutlo dictatorial ri.gimne. Tis llolney Was
used to take up credits of the previous Zavas ,overnlment. which Machado alld
his partners had bought out at from 35 to 45 per cent of their face value, after
depreciating them by suppressing the budget appropriations designed for their
amortization.
M Iachido and his clique iiade over $0,000,000 profit in tile deal.
Machado went into office In Cuba absolutely lpennile-,s. Ile had only debts

and a plenty. He is now reputed to be worth over $50.000,000 and possesses
valuable concessions. industrial enterprises, landed estates, and suburban prop-
erties, plus a fat bank account. Ills firm of Mestre & Machado iave been doing
all the governmental supplying for years.

I can be reached at any time at my presi,nt Mini Beach address: 5369 Pine
Tree Drive, Miami Beach, Fla. My tlelphone is 1--1773.

Respectfully yours.
CUBAN P.TRrOTic LF.\0ouE
ALFRED BETANCOURT.

President t.
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CUBA'S FiNANCES

Any and all money advances to the present Cuban dictatorslip of General
Machado by American bankers, can only lie viewed by the Cuban people as an
act inimical to their sovereignty, despotically usurped by the prevailing r~gime.

The Machado dictatorship is financially on Its last legs. The entire country,
as the result of low-price sugar, crop restrictions, single seller and general
maladministration by the wily general, is in a chaotic economical condition.
Machado's rule can be prolonged only through further contributions of Ameri-
can capital.

Machado reelected himself, without opposition, to a new period commcne!ng
May 20, 1929, after illegally modifying the Cuban constitution and lengthening
the presidential term of office to six years. Congressmen now in office have not
been elected; their terms of office have been "prorogued" or extended by a
framed-up constitutional convention.

The most prominent men in Cuba have voiced the views of the people; that
no constitutional government exists in Cuba after May 20, 1929, that thereafter
all contracts and legislative acts, as well as governmental decrees, are null
wid vohl, vitiated by a fundamentally illegal regime. Any contract entered
into with such regime is bound to create future trouble.

The Machado dictatorship has bee' convicted, before the United States
Senate committee Investigating the sugar lobby, of persistent and malignant
efforts to arouse Latin-American enmity towards the American people and its
government and of opposition to American legislation through underhanded
methods.

Such dictatorship, plainly antagonistic to the American Nation, now re-
quires American funds to kee) on going: to continue tyrannizing the Cuban
people. Bankers are looking on this loan with longing eyes. It is the equivalent
of furnishing ammunition to your own enemies.

Notwithstanding an enormous additional tax burden imposed upon the people,
the Machado administration in four years has borrowed from American bankers
$69,000,000. The national debt of Cuba (Machado's manifesto of May 20, 1929)
was only $97,000,000. This represents an increase of more than 70 per cent.

All that the Cuban pcol:le have to show for these enormous expenditures are
a thoroughly useless $20,000,000 capitol, a few park improvements, and 149.4
miles of Central Highway. (New York American of November 3, 19,9.) The
highway, 700 miles long, was let out ol bid for $52,000,000. $54,000,000 have
already been spent (Diarlo dei hli Marina, October 12, 1929) for barely 150 miles
(if 20-foot road. Ai American company offered to build the entire road in
14 months for $35,000.000.

The Cuban people are actually starving under the spendthrift and crimhal
administration of Machado. Hundreds of men have been assassinated;
thousands have been deported. The press is muzzled; there Is no security what-
ever for life, property, and individual liberty, guaranteed under the Cuban
constitution and American laws. Graft and despotism are rampant. Ample
funds have been sent into the United States to prevent a disclosure of such
facts before the American people. A legal regime (;es not require a $4,500
a month lobbyist to hold back the facts, while pretending to disclo.e them.

There is no security tor the American public or American bankers, unless
it is desired that the United States Government will ultimately act as a col-
lection agency for precarious loans. The very men heading Cuban finances are
stooll pigetns "' of the dictator. The president-of the labatia Clearing House
and Habana manager of the Chase National Bank is Machado's son-in-law.
Prior to his marriage lie was a $200 a month majordomo in the presidential
palace. By his own admission, containci in the attached clippings, he is a
"loyal and willing tool " "Jf Machado and a -"servant in whatever capacity he
desires to utilize" Iris services. Such are the men surrounding the despot,
aiding ir an unequivocal attempt to wreck the Republic of Cuba.

Can American business men commit themselves to uphold such conditions?
Is It either patriotic, or even businesslike to entrust American money to such
lawless and ungrateful an administration?

Professor Emeritus Albert Bushnell Hart, of Harvard University, wisely
states that "A foreign war wcull be hardly more damaging to the United States
than a system of accepted responsibility for irresponsible, self-designated and
deslpotic dictators in tile Latin-American Republics."
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And he has the present Government of Cuba in mind when making such a
statement.

OcAvio StioLa
Nxw YouK, February 10, 1930.
The CHAmIAN. That is all, Senator. The representative of the

Chase National Bank is here. You asked, Senator, that he be here
in relation to certain loans.

Senator KING. I made the request.
Senator JOHNSON. Yes; Senator King made it.
The CHAIRMAN. Yes.
Senator JoHN-so.N. Do you wish to proceed with the witness Sena.

tor King has requested to be hereI I have one witness, and that
will take 15 minutes, if you wanted me to proceed first.

Senator KiNG. Yes; I would rather that you finish.
The CHAIRMAN. Who is the witness.!
Senator JOHNSON. Mr. Brown.

TESTIMONY OF HERBERT D. BROWN, CHIEF UNITED STATES
BUREAU OF EFFICIENCY

SThe witness was duly sworn by the chairman of the committee.)
enator JOHNsoN. Will you please state your name, your residence,

and your occupation.
Mr. BROWN. Herbert D. Brown. chief of the United States Bureau

of Efficiency, Washington, D. C.
Senator ,JOhNSON. flow long have you been the chief of the United

States Bureau of Efficiency?
Mr. BROWN. Since its organization in 1916.
Senator JOHNSON. Since 1916. And will you state in just a fes

words what the duties of that particular position are?
Mr. BROW.. The duties of chief of the United States Bureau of

Efficiency are to direct and supervise the work of the bureau. The
work of the bureau consists in making studies and recommendations
for improving the business organization and methods of the Gov-
ernment and reporting to the Pre.-iilent and to the executive officers
our findings, and frequently we make reports to Congress at its
direction.

Senator JOHNsO-.N. I presume that the maine sufficiently indicates
the purposes of the organization of the bure,&au. efficiency, does it
not?

Mr. BROW.,. The name is not a pleasing_, one to ine. It is a chal-
lenge to every other man's efficiency. It might better have been
called a planning bureau, for that is really what it is.

Senator JoHNsON. On any occasion with the representative of the
National City Bank did you go to Panama

Mr. BROWN. I did. "

Senator Jouxsox. The purpose of that was what. p lease?
Mr. BROWN. To make a financial survey of the ranaman Gov-

ernment with a view of finding ways to balance their budget.
Senator JOHNSON. How long were you engaged, if you under-

took the work-how long were you engaged in it?
Mr. BROWN. We were in Panama about two months, and we spent

some weeks after our return in completing the report.

1934
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Senator JOHNSO.N. Did you make a complete report upon tile situ-
ation of the Republic of Panama, its financial condition, and the
like?

Mr. BRowN. We did.
Senator JoHNsoN. Have you that report in front of you there?
Mr. BnowN. I have.
Senator JoiiNsoN. During the period that you were in Panama

investigating its financial condition and generally the situation
there existing, was the representative of the National City Bank
present?

Mr. BnowN-. He was.
Senator JoH.qso.N. What was his name, if you please?
Mr. BRow.N. The representative of the National City Bimk from

New York City was George E. Roberts, vice president.
Senator JoHNSON. Yes. After you made your report of the finan-

cial condition of the Republic of'Panama, was that report given to
the National City Bank or to Mr. Roberts?

Mr. Bitowx. It was given to Mr. Roberts as vice president.
Senator JoHNsON. Were any portions of it thereafter published

or sent out generally?
Mr. BitowN. It was very much modified and changed by Mr.

Roberts.
Senator ,Jous.%so.. Yes, but subsequently was a report upon the

financial condition of Panama sent out by the National Cit- Bank?
Mr. BRowNv. I can not say with respect to that. )The report

which Mr. Roberts submitted to the President of Panama was
afterwards published, I am told. I. have never seen the published
report.

Senator JohNso.. In the publication of the report by Mr. Rob-
erts of the National City Bank, were any portions of your report
deleted?

Mr. Bmtowx. Yes; quite a few of them.
Senator Jonso-. Were those portions particularly in which

you spoke of the finances of Panama being in a critical condition
eliminated front the report thus given out by Mr. Roberts?

Mr. BiIowN. They were. Practically every critical comment was
delete!.

Senator JOHNSON. Now. if you would state a few. I do not wish
you to (10 it in great detail, but -tate a few of the deletions of the
report that was nlalde by the United States Bureau of Efliciencv.
that were deleted by the National City Bank or Mr. Roberts "

Mr. BRowN. ()ne of the important recommendations that we ma,'w
was for an income tax. Every reference to an income tax was de.
leted by Mr. Roberts.

Senator JohNsoN. Yes?
Mr. BicowN. We recommended that the l)ractice of levying a tax

for political purposes of 5 per cent upon the salaries of tie Gov-
ernment employees of Panama should be discontinued. That recom-
mendation was al.so deleted.

Senator JOHNSON. Do ou recall in the early pages of your report
stating-I quote now. "'I lie finances of Panainn are now in a critical
condition "-vnd of quote?

Mr. BROwx. That was omitted.
Senator JoHSO.. That was deleted?
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Mr. BRowN. Yes; that was deleted.
Senator JOH.NSON. Will you state some other portions of the report

that were altered, amended, eliminated, or deleted?
Mr. BRow.%,. I will. I might say in a general way that every.

thing that had any snap to it or that was designed to impress upon
the officers of the Panaman Government that tile finances were
in a critical condition and should be overhauled, was eliminated.
For example, we pointed out to them on page 13-1 of our report in
Table 6 that their account in the Banco National, was overdrawn
$106.000, and that was omitted.

We pointed out the fact that the Panaman Government was
obligated for bonds issued by the city of Panama to the extent of
$500.000, and that was omitted.

We dealt at considerable length on the immediate problems of the
Panaman Government. That covered. as we had written it, six
pages. That was condensed to two pages, and all of the critical
comments deleted on the important problems of Panama.

We also wrote concerning the future prollems of Panama. That
was etirelv oniitted bv Mr. Roberts.

We dealt with the IiudLetary 1)rOved~ure and accounting anti con-
trol. and Mr. Roberts made a .w minor changes, and eliminated
all of the critical comments.

We also dealt with the accounting methods. Mr. Roberts made a
few minor changes. but did not do that section much damage.

On pages 74 to i07 we dealt with the Government organization
and its methods. We made a good many critical comments. These
were all toned down by Mr. Roberts.

We dealt with the personnel problems. The critical were largely
eliminated and toned down by Mr. Roberts.

We dealt with the question of the tenure of office. That was
omitted by Mr. Roberts.

We cominented upon the low salaries that the Government was
paying its employe.s, and thi - was entirely eliminated by Mr.
Robert.-.

The whole section on the levv on !.:,laries that I mentioned a few
moments ago was omitted by Mr. Roberts.

We pointed out a numniber of undesirable practices of high officials
of the Government. such as bein, stockholders in companies that
sol goods to the Government and the purchase of unnecessary sup-
plies at prices that were unwarranted. The critical parts of this
section were largely Ginitted by Mr. Roberts.

We had two sections. one entitled "Detailed Discussion of Present
Revenues." and the other "Suggested Changes in Revenue System."
These were combined into one section by Mr. Roberts under the head
of "Revenue system." and a number of our important points were
omitted.

Most of the material in these two chapters was used by Mr. Rob-
erts, but our discussion of free trade policy and increase in direct tax-
ation was toned down. and the discussion of the proposed income
tax was omitted.

The CHAIRMAN. When you say "toned down" what do you mean!
Mr. BRowN. Well, I nlean that everything of importance, Sen-

ator-
The CHAIRMAN. Was deleted?

1936
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Mr. Bno'.x. Was deleted or softened: yes. That is what I mean.
The ChxAxies'. I wanted to know whether he changed your lan-

guago?
Mr. Bizow.-. Oh, yes; oh, yes; It was softened in-
The CIxMntfx. Did he claim that this was the report that you

made ?
Mr. BRoWN. Oh1, yes; it W-11s published afterwards without our

consent as coining from us. May I just dwell for a tuonient on that
very point ?

Seltator JOIINSON. I was going to come to that. ( ahead tand pir-
ceed now and dwell upon that proposition.

The CHi,\U ax. Yes.
Mr. Brnowx. I should like to read to the miemiber. part of the cover-

in,, letter of 'Mr. Roberts's report. I)o you want tie to put it in at
thi.s point?

Senator goJNso.N,. Go ahead and read it, plea.-e.
Mr. B3nowN. This is a quotation froni'letter of Mr. George E.

Roberts transmitting Economic Survey of the Rvl)tlie of Panaiua
to the President of the Republic of Panama. September 21). 1929.

I might say in the beginning thu. this report started out to be
a financial survey, but it wound tip as an economic survey. The
economic part of it, which was prepared by Mr. Roberts, so) far as
I have examined it, seems to be made i) of excerpts from the En-
cyclopmcdia Britannica or other publications of that sort. trade re-
lIorts, consular reports, and so ott. and has very little to do with the
prollen that we had in hand of helping the Panamanian Govern-

nllent Iblance their budget.

The Ci.um.ux. Who is Mr. George E. Roberts?
Mr. BRowx. Mr. George E. Roberts is tile vice president of the

National City Bank. and was formerly director of the mint here in
Washington. The letter to which I referred reads as follows in
part-
The (Tt.hetse.. Those statetentlt- vere is.ed I).\. 1111 1 as the vice

lIresidleit of the bank e
Mr. l0:(,wx. Sir
Thie Cm. x. Were these statements issued by him as vice

resident of the bank
Mr. BJ:owx. The letter which I a1 about 1o read was part of the

covering letter which he put on the front of his report, or ottr' re-
port-or otr* joint report-whelt it was transmitted to the President
of ,Matuma. Does that answer your question, Senator?

The Cum.Huurux. Yes: that answers the question.
Mr. BlnowN. The letter reads as follows [reading:
11:11'ilng rega iii for l le 11111 i Sll tuch a task of spe ial knowledge and ex-

pe'li('ei  In gveillnletll|aI orgaltiZition and11l accouthititig. the project was laid
before Mr. H-erhert 1). lBrown, Chief of the Bu'eau of Efficiency of tthe United
Mtitetes (overlllnel. Washington, D. C., a thtreau wiich, under Mr. Brown's
direetiht. has been engaged for many years in a study of government,
methds in the executive departments. Mr. Brown responded to the inquiry
with friendly interest and similar interest was shown by all offclals of tile
United States Government whose cooperation was necessary, with the result
that al arrangement was effected by which Mr. Brown and four members
of his regular staff obtained leave of absence without pay for the period of
time estintated as necessary to visit Panama anti perform the proposed task.
The action of the United States Government In this matter was prompted
by a desire to cooperate In a service to the Republic of Panama, and the
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arrangement effected by the bank with Mr. Brown and his aides was simply
that the Panama Government would pay them the salaries which they would
receive for similar services under the United States Government. The mem.
bers of this party were Messrs. Herbert D. Brown, Chief, Herbert H. Rapp,
James V. Bennett, Paul L. Rapp, and Archie L. Peterson. They have con-
ducted an intensive survey of the executive departments of the Government
and have reported upon the same with comments and recomnmendations which
form. the body of the fiscal section. (Italics not in original.)

The CHAIR MAN. Mr. Brown, who employed you to go down
there?

Mr. BnowN. Mr. George E. Roberts.
The CHAIRM.AN. And did you then make any report to Panama

officials?
Mr. BROWN. Did I, did you say?
The CHAIWAlIAN. Yes; as head of the party that went there for

the investigation?
Mr. BRoWN.N. It was my understanding when we were employed

that the report was to be a financial survey of the Panama Govern-
ment. We were to make the survey and be responsible for the
report, as I understood it. Mr. Roberts told me at a luncheon which
I attended at the National City Bank in New York that he and
his wife and daughter and a friend of his daughter would accom-
pany us to Panama. That he would stay there a few days until
the work was started, and then he would go on from Panama to
San Francisco with his family and spend some time there, and
then return to the United States. But after reaching Panama for
some reason or other he decided that he would remain over, and it
gradually dawned upon me that the kind of a report which we had
contemplated making, which was designed to be helpful to the
Panama Government, was not going to materialize, because Mr.
Roberts was going to delete everything that really was constructive.

Finally when the report was finished we turned it over to MIr.
Roberts. He proceed to delete most of the important sections:
that is, the sections that had any emphasis in them, and part of
our report which lie seemed to like best he lifted bodily and put
into his own report over his own name, thus making our report
look puerile an(d unworthy of the effort and expense that we had
put into it, and enlarged the report very considerably, as I have
said, by material which I could not see had any bearing upon the
finances of Panama.

The CHFAIRMA N. So I will ask you again: Did you make any
report or give a copy of this to Panama officials?

Mr. Biowx. No, sir. No; I felt that we could not do that
because we had been asked by Mr. Roberts to go down there and
make the report. I might say this, that Mr. Roberts agreed with
us at the time of our departure that the report would be submitted
to the President of Panama the day following our departure. At
that time-

The CHAICIMAN. Well, why did you not make the report to the
President of Panama?

Mr. BRowN. Well, I did not want to be a bull in a china shop.
We had been asked to go there by Mr. Roberts, and I felt-

The CHAIRM.-AN. Well, I thought that there was an agreement
that you should do it; that the report should be made to the Presi-
dent of Panama. Why did you not do it?
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Mr. BROWN. I did not intend to say, Senator, that it was agreed
that we should submit the report to Panama, for the reason the
arrangement for the report was made between the Panama Gov-
ernment and the National City Bank.

The CHAIRMAN. In other words, Mr. Roberts, of the National
City Bank, employed you to go there to make a survey of the financial
situation of Panama?

Mr. BROwN. That is right.
The CHAMMAN. And that report was to be made to them and not

to Panama?
Mr. BROWN. No question of that sort was raised, Senator, at the

time.
The CHAIRMAN. Well, that is what you anticipated then, was it

not?
Mr. BRowN. No; I could not say that I anticipated it.
The CHAIRMAN. Well, why (lid you not furnish Panama with a

copy of the report if you.did not anticipate that?
Mr. BROWN. I could have done that, but it never occurred to me

that Mr. Roberts was going to tear it all to pieces.
The CHAIRMAN. Well, ifyou could have done it, why did you not,

after he tore it all to pieces, submit your report?
Mr. BROWN. After I found what Mr. Roberts was going to do I

did submit our report to the Panama Government. But as a matter
of courtesy I felt in the beginning that I ought not to do that.

The CHAIRMAN. I thought you were sent down there for that
pur ose?

1r. BRowN. We were.
The CHAIRMAN. Well, you ought to have done it.
Senator JOHNSON. Well, he said he did do it.
The CHAIRMAN. I mean when he first submitted his report to Mr.

Roberts he ought to have done it.
Senator JoHNso.,. But he said lie submitted first his report to Mr.

Roberts, Mr. Roberts deleted certain portions of it. If I am in error,
correct me.

Mr. BROWN. That is correct.
Senator JOHNsoN. And when lie found the deletions had been

made then he submitted his original report to the Panama Govern-
ment.

Mr. BInowN. That is correct.
The CHAIRMAN. How long after was it that you submitted it?
Mr. BRowN . It was a considerable time after.
The CHAIRMAN. Well, how long was it?
Mr. BRowN. Let me see-Mr. Roberts, Senator, kept the report in

New York City preparing his economic section for a considerable
number of months.

The CKAIl.MAN. After Roberts had submitted his, how long was
it before you submitted yours?

Mr. BRowN. It was about six months, I believe, as near as I can
remember.

The CHAIRMAN. About six months?
Mr. BROWN. Yes.
The CHAIRMAN. Was there any request made from Panama for

that?
Mr. BRowN. No.

I
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The CHAIRBAN. So you waited six months before you sent it down
to Panama?

Mr. BROWN. I was out of the country, Senator, I might say, during
a part of that period, and therefore did not have an opportunity to
follow it up.

The CHAIMIAN. But you !sent it just as soon as you returned to
the country?

Mr. Bihowx. As soon -I- I could have it prepared. Our report cov-
ers 300 pages. ald I had to have it stenciled as you see here. And
when that was ci1nnI1deted I Sent it to their. Of course, I had other
things to do and I could not devote my entire time to this thing.

Tihe Cmu.kI..'. We um, ler.tand thai. of course.
Mr. ]irow1,'x. Yes.
Senator Joj.5so-N. Well. tihe National City Bank had a loan or

had been floating a loan in Panania. had they'not?
Mr. Bnowx. Yes: they had.
Senator JoHNsoN. I believe it is ill evidence here how much it is,

so Ihat we need not inquire into the amount thereof. If you know,
state what was th,. amni t of the original loan.
Mr. Bitowx. The ailthol'ized aniount of the loan was S16,000,000.
)o yoi want i e to state wh:,t it was for?

Senlator Joi.x'so.,,'. Go ahead and state if you know. what it was
for.

Mr. BowN. '12000.0J0 was to coinoli(late a considerable nuniber
of loalls that hall lbeen uhade prior to that tiin, front various concerns.
and to provide fit4ls fo' tlie coiiwtrnictioit of roads and other public
woiks. The ,iter $-l.l1.(000 wa, I'eserved for fltllre needs.

seiiitor *J(JIINS.N. Making 416.0100.000 ill total?
Mr. Bow N. Yes. .irl.
Seiiator JoifNsox. Well. now, did you complain to any official of

the Unite( State. Governlnenit concerinii the delegationis after you
learned that they had occurred ?

Mr. BlowN. lpOn my return front Paninia I called upon Mr.
White of the State De'partnient and told him my experiences in
Panaia. bunt at that tilne I did not know that the report was to be
deletedl as it was afterwards. You see. if I may return to Senator
Smoot's question, this information in regard to the manner in whicb
Mr. Roberts was going to treat ouir report canie to mc rather grad-
iialy. I did niot realize for a longz timejuso hth a on to t

WTho Cir~ll. I.. Well. Mr. Brown. (lid lou. after the report was
concluded, decide that it would lie iiiwise to loan that money to
Panama ?

Mr. Bnow.. Did we decide that?
The CHAIRMAN. Yes.
Mr. Bnowx. No. That question wa not considered for the reason

that the loan had been made some eight or nine months, as I recall
it, prior to the time that we were asked to go to Panama.

The CHAIRA AN. Well. do youi now think that it was an unsound
loan?

Mr. Bnow.x. Well, I can not say that it was an unsound loan for
the reason that up to this time. ais I understand it, they have been
able to meet their principal and interest payments.
The CHAIRMAN. In other words, $12,000,000 of it was loaned

before, and there was $4.000,000 advanced, making the $16,000,000.
Now, has there been any default in those loans?

1940
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Mr. BRow.x. Not that I have heard of.
The CH,\3M.,.N-. And the loan, iii your opinion, after the investi-

gation you have made-was it a somud loan?
Mr. Bnowx. The loan seemed to be amply secured by various

revenues which were pledged to the bank to meet the interest and
principal.

I might say, however, that it seemed to us that perhaps a smaller
loan woull have answered the purpose if the survey had been made
in advance of the loan and the Panama Government had been shown
how they might curtail their expenses. One of the things that made
me sorry that all of our best points were eliminated from the report
was that. we showed the Panama Government how they could bal-
ance their budget without making any subsequent loanis. We felt
very strongly that thev were up to the hilt in loans after the $12,-
006,000 had been given them. 'he only free asset that I recall that
they had at that time was the parcels-post revenue. And the only
way that an additional loan could be secured was by pledging that
revenue. We felt that if the Panama Government'could be given
a report of the type that we provide it would show them how to
balance their budget. and in a short time have a considerable sur-
plus on hand. It was the deletion of the things that were designed
to hel ) them thlt disappointed me most. e

I might say that one of the points that we eml)hasized most was
the neessitV of reducl'.m'mc their expenditure and reducing their im-
port duties in order that Panamm might become a more popular
place for tourists to buy the things that tourists buy. If you have
ever been to "Pamua-nid of course- you have-yot know' that the
Pananmanians chag, that the comnissaries run by the Panama ('anoal
are in active colpetition with the Panamanian stores.

The goods that are bought for the commissaries pay no duty.
Many persons who go through the canal have friends or acquaintances
or relatives there, and so frequently these friends or relatives buy
things for them at the commissary. This is very much resented by
the Panamanian merchants. So we pointed out that if the 15 per
cent duty on goods coming into the Panamanian Republic could be
reduced it would enable the merchants of Panama to compete more
successfully with time commissaries and thus eliminate one of the
sore spots between the Panamanian Government and the canal ad-
ministration.

The CHAmuIMAx. Well, if there was any duty collected at all-and
Panama must collect duty to pay her public debts-there would be
a disadvantage no matter" what it was, whether it was 15 per cent or
whether it was 25 per cent.

Mr. BRowN. But we felt that the better way would be for the
Panamanian Government to collect more direct taxes from the
people and reduce the import duties, which were frequently evaded,
and thus attract the tourist trade more than they did.

The C-AIRMfAN. Do you think that Mr. Roberts had any power
to bring that about?

Mr. BROWN. Mr. Roberts had the power to leave our recommen-
dations in our report, and we strongly recommended that the duties
be reduced, and we felt that that would be helpful to the Pana-
manian Government. I might say that I have been told-

92928-32-.PT 4--2
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The CHAMIMAN. I doubt whether Mr. Roberts had the power to
change those rates in Panama.

Mr. BROWN. 0, I am sure he did not. I am sure lie did not.
Senator JoHNsoN. Is there any doubt on that subject?
The CHAIRMAN. No.
Senator Jon.-so.. Go ahead.
Mr. BRowN. I have been told that since that time the Panaman

Government has increased the tariff rates, which I should think
would increase the difficulty that they have all the time with the
commissaries.

The CHAIRMAN. Do you know the total hiount of indebted-
ness that Panama now has?

Mr. BROWN. I do not, Senator.
The CHAIRMAx. Do you think that the $16.000,000 that the

National City has covers all of their foreign obligation's?
Mr. BRow.N. I have the impression that there is a small additional

loan since then, but I would not be able to say.
The CHAIRMAI. So that is practically all'they are owing foreign

concerns or individuals?
Mr. Bnow.x. I do not know, Senator. I have paid very little at-

tention to Panama since I have left there because I have had so
many other things to do.

The CHAIR.AN,. They have not defaulted, have they, on the pay-
ment of their interest?

Mr. BROWN. Not that I know of, Senator.
Senator JoH.so.N. Did you have a talk with Mr. Francis White

about the situation generally when you returned?
Mr. BROWN. I did.
Senator JohNsoNx. Will you state what it was?
Mr. BRowN. While I was in Panama the local representative of

the National City Bank frequently referred to his visits to the State
Department to get their authority to make the loan. I got the im-
pression that the bank attached considerable importance to the
approval by the State Department. And it seemed to me that if the
State Department was approving the.e loans, that that approval
might be used by the bank in selling their securities in such a way
as to give the impression to the pmchasers of the bonds that in some
way the Federal Government might be behind the security-might
be guaranteeing the )ayment of the principal and interest.

So when I returned to Washington I called on Mr. White, and I
told him that I had gained this impression and that it seemed to
me that the Federal Government ought to do one of two things: It
ought to avoid the risk of the urelha.:ers of these bonds thinking
that the Federal Government was guaranteeing these loans, or else
it ought to make a thoroughgoing financial survey before the loan
was approved by the State Department.

The CHAIRMAN. Well, did you think that Mr. Roberts or the
National City Bank had any idea that the Government of the United
States was backing those bonds?

Mr. BROWN. No. But it seemed to me that it was a rather risky
business for the Federal Government to be approving loans when
they had not made a thoroughgoing survey of the country to see,
first, that they needed the money; and. second, that they would be
able to meet the payments when due.
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Senator JoHxsox-. Well, finish your conversation with Mr. White.
Mr. BROWN. Mr. White listened very interestedly, and when I had

finished he said:
Well, the trouble about your recommendation is that it would require a

rather large organization here in the State Department to make the kind of a
survey that you have made in Panamta, and It would take a great deal of time.
Furthermore, the Latin-American countries might resent the interference on
the part of the United States Government.

Of course, I recognized the soundness of his argument. But,
nevertheless, I had the feeling that the Government was taking some
risk.

Later-perhaps seven or eight months ago-I met Mr. White again
and discussed the matter, and he said then that they had a matter
right at that time that we might be able to help on. He said he
would take it up with the representative of that government here
and see what his reaction might be. A few days later he telephoned
me that he had done so, and that the representative did not look
with favor upon the making of such a survey.

I want to say that what I have said is not intended in any way
as a criticism of Mr. White.

Senator JOHNSON. Yes.
Mr. BROWN. Or the State Department.
Senator JOHNSoN. I ask you concerning it because of my contem-

plation of certain legislation, and for that purpose alone. I thipk
that is all, Mr. Brown.

The CiiAIRINAN. That is all, Mr. Brown. Thank you.
(Letter received by the chairman from George E. Roberts, New

York City:)
Nt'w YoniK, Fcbruary 1, 1932.

lion. I{READ SMOOT,
('h(irman Commitlc'e on Finare'. United States ,Scnate.

Washington, D. C.
I ,r.\: Sin: In the testimony of Mr. Ierbert I). B'own before the Committee

o'i Finance of the United States Senate on January 27, 1932, It is stated that
the amount of tie loan Issued by the National City Bank in 1.128 for tile Re-
plublic of Panlama was $16.000.000, and that $12,000,000 was to consolidate
other hans made prior thereto and that $4,000,000 was loaned to continue the
Central Highway west from Panama City. The facts are as follows:

Of an issue of $16,000,000 5 per cent bonds authorized by Law 5 of March 23,
192S. by the Congress of the Republic of I'anama. the National City Company
liougit $12.0uo,000 principal amount of bonds which were offered to the public
il .lune 1928. The proceeds (of the loaii received by the Panama government
were $11,460,000. There were no commissions of any kind paid in connection
with this purchase by the National City Co. The bonds were issued to time
public at 90% per cent. The proceeds were used as follows:
To the redemption on Nov. 1, 1928, of all of the Republic of

Panama 5 per cent bonds, Issue of 1914 then outstanding.... $1,327,200.00
To the redemption on Dec. 1, 1928, of all of the Republic of

Panama 6%, per cent bonds, Issue of 1926 ------------------- 2,645,076.64
To the redemption on Dec. 1, 1928, of all of the Republic of

Panama 61 per.cent bonds, Issue of 1926 ----------------- 2,246,636. 13
Expenses In connection with the preparation of the definitive

bonds, including listing, engraving, signing, countersigning,
authentication, etc ...---------------------------------- 50,000.00

Remained on deposit with the National City Bank as trustee for
highway construction, and released and paid out from time to
time on the certificate of the road commissioner of Panama as
the work was completed. The final payment under this head
was made on June 1, 1931 ---------------------------- 5,191,087.23



1944 SALE OF FOREIGN BONDS OI SECURITIES

Of the authorized amount of $16,04J0,00, the $4.000,000 not as yet Issued
is reserved for the sole purpose of redeeming the Republic of Panama 5%
per cent bonds due Ia 1953, which are not redeemable until June 1, 1933.

It should be noted that the issue of bonds above referred to was publicly
offered in June, 1928, and that the report which I m:de at the invitation
of the President of the Republic of Panamia was not undertaken until the early
part of 102). At the time the report wisv.niade there was no further tin'icing
in contemplation. In the intervening period, a presidential election had taken
place and the President of Pannamnna. Florenuilo II. Arosenienal, an engineer by
profession, had requested tihe Natioiial City ilbtik to pidce ny services at hiv
disposal to advise hini on financial atl eiOomic matters.

A-4 to Mr. Brown's complaint that th, inainu.seipt which lie subxiattd Ito me
for fhe 1'atna'z n report was revised, it should lit, suiicienlt for ile it say tht
I was ini full charge of the survey, upon expless ilivitatiOni (f tine President of
th, Replblic of Panama, and that Mr. lrOwn was engaged by m,- to si.t in
the undertaking. Under the circumstances Mr. Brown ha,1 no reason to expect
that In case of differences of opinion regarding- recommendations or language
his own views would prevail. My omittin, the sentence quoted by Sena-tor
Johnson front 'Mr. Brown's report, -the linttncues of Panina are now inn a
critical condition," is justified by tie satisl'ac-tory record of tile I'annla Gov-
ernment in meeting its obligations. sine' 1920). The report whicll I 'ubimniitted
to the Prosident amply set,, forth tMe Government flnneial position at that
time.

Tihe report banit no bearing on alny pr nnoed r pending financial Opier'tnion s
of tine Panama Goverinment ill the Anllerit'i :a;arho't. In fact, there ha. twell
no public Issue of Panama honds since th( operation in 1928, desriild in the
first laragrapli of this letter. After the $12,000,000 par value, of honds were
sold in 1928 no $4,00(0.0#J0 loan for highway con4ruetion was made a,4 indicted
in Mr. Brown's testimony.

It sold be further noted that th.r, htvr z'IV( i icml, so far as u,' records
!-how, any defaults either in laynient of interest or lprinn(iipal 1n ReI.public o
l'annma bonds outstanding with the public. l, vem undeir tile present adverse
econon le c( ihtionltis whiii lve ntt 1o(l Nvitnit 11',ir 4,Ifeets in Ptllljania. tillwo
has iint been tihe slightest delay in tlie r! i ) I|ces ty th' l'aii:nlan G .v'nrniut
for the service of its loans.

In viev of the grave imaccitracie. in Mr. B3ros t's testitiony, I reslectftnlly
reqos that this letter tie made t part o-f the r,.,ord.

Respectfully yours,
GEoRGEn E. ROaERTS.

TESTIMONY OF CARL 3. SCHMIDLA72P, VICE PRESIDENT THE
CHASE NATIONAL BANK, NEW YORK CITY; C. P. ANDERSON, JR.,
VICE PRESIDENT CHASE HARRIS FORBES CORPORATION, NEW
YORK CITY; AND A. N. WILLIAXS, OF RUSHMORE, BISBEE &
STERN, ATTORNEYS FOR THE CHASE NATIONAL BANK, NEW
YORK CITY

Senator Johi-.soNs. Would the'ehairman do me the kindness to give
me the name again?

The CHAIRMLAN. Mi'. Curl J. Schmidlapp, vice president The
Chase National Bank.

Mr. Sc IrDzrLAPP. Mr. Chairman, if permitted, I have a brief
statement which has been prepared in regard to Cuban Government
finance that I would like to read if you will bear with me.

The CH~r.ux. There are no objections to that, Mr. Schmidlapp.
Mir. SCIMIDLAPP. The financingby the Chase National Bank and

its associates for the Cuban Government was in connection wifh
the construction of public works, pursuant to the public works law
of July 15, 1925, effective originally until 1935 and later extended
to 1945. This financing consisted of three operations, each of which
was negotiated directly with the Cuban Government, and no intpr-
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meiliaries were used and no commissions paid. The Chase National
Batik and its associates had no direct or indirect interests in any
construction contracts or profits arising therefrom. Each of these
three operations was submitted to the Department of State in the
usual manner. lhe operations were as follows:

I. Upon invitation of the Choan secretary of public works, acting
in pursuance to Executive decree, to submit proposals for financing
payments to the contractors for work as completed under construc-
tion contracts in an aggregate principal amount of $10,000,000, the
Chase National Bank as the successful bidder in behalf of itself and
Blair & Co. (Inc.), entered into a contract with the Cuban Govern-
ment under (late of February 19, 1927, -whereby the bank agreed that
during the period of July 1. 1927-June 30, 1930, it would purchase
from the coitractor.. hlt'frred-paynent work certificates issued by
the Cuban (;overnineit for highway construction actually completed
anid acel)tI. ill) to but not exceeding $10,000,000; the amount of
:.ai-l certificates to be payable during the fiscal year beginning July
1. 1930, and to bear interest at the rate of 6 per cent per annum and
to b. secured by a first lien on 90 per cent of the revenues from the
public-works taxes. The bank received a commission of I per cent
per annum for each of the four years ending July 30, 1930, or a
total of $400,000 for its commitment in this connection.

The agreement was originally limited to work done in connec-
tion with the central highway but an amendment of the agreement,
dated May 31, 1928. provided that the credit would be divided and
applied equally between the central highway and the Capitol Build-
ing. Under this agreement, the Government of Cuba drew $4,258,-
799.41.

Expenses in connection with this business amounted to approxi-
mately $66,100. The Chase National Bank's share of the profits
was approximately $164,750.

'wo other important financial groups bid unsuccessfully for this
business.

II. The Secretary of the Treasury, in April, 1928, duly author-
ized by resolution of the Cabinet. invited banking institutions do-
imig business in Ilavana, to submit proposals to the Republic for
financing payments to the contractors in amounts aggregating not
less than $40,000,J00 nor more than $50,000.000, on terms and condi-
tiolls which they might consider applicable.

In response to this invitation, the Chase National Bank. as well as
other important financial groups, submitted proposals. The Chase
National Bank was again the successful bidder and as a result, a
supplemental agreement between the Republic of Cuba and the
Chase National Bank was entered into under date of June 22, 1928,
and submitted to and ratified on June 29, 1928, by a two-thirds
vote of each house of the Cuban Congress. Associated with the
Chase National Bank in this business were Chase Securities Cor-
poration, Blair & Co. (Inc.), Equitable Trust Co., of New York,
andi the Continental National Co. of Chicago.

This supl)lemental agreement imhade available to the Government
$50,000,000 of new money by transforming the original credit of
$10,000,000 into a revolving credit of $60,000,000 on the condition that
when the bank had advanced $10,000,000 against the deferred pay-P
ment work certificates, these work certificates could be converted into
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$10,000,000 of public works 51/2 per cent serial certificates, which in
turn could be offered to the public. After such conversion from
work certificates into serial certificates, the Government could re-
sume further withdrawals under the credit evidenced as previously
by work certificates. The interest rate on the credit was reduced
from 6 per cent to 51/, per cent. The commission on the original
$10,000,000 was left unchanged and a commission of I per cent on the
additional $50,000 000 was added. It was further provided that
upon conversion o work certificates into serial certificates on a par
for par basis the bank should receive 1.80 per cent of the principal
amount of the work certificates so converted, up to but not exceeding
$50,000,000 principal amount. The serial certificates and the work
certificates were to be secured by a first lien on (90 per cent of the
revenues from the public works taxes.

Under this supplemental agreement the bank and its associates
advanced $20,000,000 against work certificates which were converted
into serial certificates and sold to the public. There were also ad.
vanced an additional ,$30,000,000 against work certificates which were
converted into serial certificates and retained in portfolio for the
account of the Chase National Bank and its associates. Of the re.
maining unused credit of $10,000,000, there were advanced $7,723,-
:348.83 against work certificates whic': were not converted into serial
certificates prior to the carrying out iof the next operation below de-
scribed. (Sec. III.) i

Of the serial certificates sold to the public, $10 000,000 dated July
1, 1928, due $6,250,000 December 31, 1931, and ;3,750,000 June 30.
193'2,were offered on October 23. 1928, at 993/4 and interest. The re-
roaming $10,000,000 dated January 1, 1929, due $2.500,000 June
30, 1932, $6 250.000, December 31, 1932, and $1,250,000 June 30.
1933, were offered on January 28, 1929, at 100 and interest. After de-
ducting the expenses of the bank and associates amounting to ap-
proximately $191,495, the share of the net profits applicable to the
Chase National Bank and Chase Securities Corporation amounted
to $130,425.

IIi. The Cha.je National Bank on February 26, 1930, on behalf
of itself and its associates above mentioned,'entered into a third
agreement with the Cuban Government. This agreement was like-
wise submitted to and ratified by a two-thirds vote of each house of
the Cuban Congress. The agreement provided for the creation of an
authorized issue of public works 51/2 per cent gold bonds dated Janu-
ary 1, 1930, due June 30, 1945, in a principal amount of $80,000,000.
It further provided that the Chase National Bank would sell and
deliver for cash at. par to the Cuban Government the $37,723,348.83
of the serial certificates and deferred payment work certificates held
in portfolio as stated in the preceding 'Section II. Provision was
likewise made for the purchase from the Government by the Chase
National Bank at 95 and interest of $10.000,000 of public works 5 ,2
per cent bonds in addition to the granting to the Government of a
1-year credit not to exceed $'20,i00,00IO to be evi -nced by deferred d
payment work certificates. The terms of this credit provided for a
commitment commission of 1 per cent per annum payable quarterly
and interest at the rate of 51/1 per cent on moneys u-sed. The public
fvorks 51/2 per cent gold bonds, in addition to being a direct obliga-
tion of the Republic of Cuba, are specifically secured by a first
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preferential lien and charge on 90 per cent of the public works taxes,
subject to the $20,000,000 of public works 51/2 er cent serial certi-
ficates issued to the public and maturing serially on and prior to
Juno 30, 1933. The deferred payment work certificates evidencing
the above mentioned credit rank pari passu in lien with public works
5V2 per cent gold bonds. The proceeds of the additional $40,000,000
of public works 51/2 per cent bonds, when and if issued, are to be
first used to retire the credit.

The $40,000,000 of public works 51/2 per cent gold bonds purchased
under the terms of this agreement were offered to the public in
February, 1930, by these associates of the Chase National Bank at
98 and interest, giving a nominal gross spread of 3 points, but after
considering a gain of 1.80 per cent on the $30,000,000 of 51/2 per
cent public works serial certificates resold to the Government at
par, the actual gross spread on these $40,000,000 of bonds was 4.35
per cent.

After deducting expenses of approximately $230,950, the Chase's
share of the profits to date on this transaction, including the sale of
the serial certificates to the Government, the bonds, and the credit,
is approximately $371,200. Included in these profits are those ap-
plicable to the Equitable Trust Co. and the Equitable Corporation
since the merger with the Chase. The $20,000,000 credit is still
outstanding.

The Chase National Bank and Chase Securities Corporation each
have an interest of about 25 per cent in the outstanding credit of
$20,000,000. In addition to this, as of January 23, 1932, the Chase
National Bank held in portfolio $1,343,000 par amount of public
works 51/2 per cent gold bonds and $693,000 par amount of 51/2 per
cent public works serial certificates. As of the same (late, Chase
Securities Corporation held in portfolio $2,923,000 par amount of
public works 51/2 per cent gold bonds and $456,000 par amount of
51/2 per cent public works serial certificates. This gives a total of
$5,415,000 par amount of these securities held by the Chase National
Bank and Chase Securities Corpctation which have either been
marked down to prevailing market prices or against which reserves
have been provided to cover the difference between the cost and the
market price.

After deduction of expenses of the Chase National Bank and asso-
ciateL ol approximately $488.600, total profits to the Chase organiza-
tion on the three categories of Cuban financing above mentioned
have amounted to $627.927. This does not take into consideration
the loss incurred by reason of declining markets, on the above-
mentioned securities'held in the portfolio.

I will be glad to answer any questions, Mr. Chairman, that I
am able to.

Senator KINo. I did not catch the gentleman's name?
Mr. SCHMIDLAPP. Schmidlapp.
Senator Ki.o. Mr. Schmidlapp, did you prepare the statement

you just read?
Mr. SCHMIDLAPP. I assisted in its preparation. Counsel has also

been advising. Counsel is sitting here.
Senator KiNG. How long have you been connected with the organi-

zations that this purports to speak for?
Mr. SCHMIDLAPP. Seventeen years.
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Senator KINu. Are you familiar with these loans to which refer.
fence has been made in the paper that you have just read?

Mr. SCiMIDLAiP. Quite.
Senator KNG. Were you a participant in the negotiation of those

loans?
Mr. SCHMIDLAFP. No.
Senator KINo. Did you go to Cuba at any time for the purpose of

making any of these advances or loans?
Mr. SCHMIDLAPP. No.
Senator KiNG. Who immediately of these organizations repre-

sented by you negotiated the loans?
Mr. SCHMIDLAPP. Well, my predecessor. Mr. Barr-, who died two

yeal's ago, was principally active in it.
Senator KING. You kiow then in regard to those loans only by

hearsay or the books and data found in the companies with which
you are associated?

Mr. SCHMIDLAPP. Yes; and from my associates.
The CHAIRMAN. Did you ever consult the directors at any time

with relation to the loans, at a directors' meeting ?
Mr. SCJIM3IDLAPI'. 'Ilhe.e matters are always submitted to our

board.
The CuauiH.OIx. Well. that is what I asked you. whether you (lid

or not.
Mr. Sc1imoL,.m'. l'hese matters are always submitted to our

directors.
Senator Kim;. Was any investigation made by your banks, or

either of these banks, Blair & Co. or the Equitable, prior to its con-
solidation, concerning tile outstandling loans of the Cuban Gov-
ernment ?

Mr. SCuID[il)LAPP. XeS, sir.
Senator KING. When the Chase made its first loan to Cuba it dis-

covered, did it not. that there were loans outstandIing of $67,000.000
or $70,000,000 ?

Mr. Scn'%.wmmnr . ( do not recall h( figures. Senator, but the
amount seemed to w4 entirely in balance at the time of entering this
first financing.

Senator Him;. Balanced or unbalanced.?
Mr. Scn.wrm..rr. In balance.
Senator Kim;. lI balance. Well. did you think that the out-

standing indhlebtedness. foreign loans plus the internal loans. was
such as to warrant further credits?

Mr. SCHM.IDLAPP. We( did.
Senator KiNG. )id you have a representative in Cuba
Mr. S('r.rm,\Spp. les. sir.
Senator Kim;. Who was that representative?
Mr. SCH-M3nLAPP. When?
Senator lKixo. During these negotiations. and during the period

when these loans were made?
Mr. Scxmmn.)mLAm'. Well, we have a branch office in Cuba.
Senator Kimi,. When was that established?
Mr'. Scmr3rmm,.\,. 1923 or 1924.
Senator KNO. Well, was it established before you contemplated

making loans to Cuba?
Mr. Sc.IrnDLAIP. Yes, sir.

1948



SALE OF FOREIGN BONDS OR SECURITIES

The CIIIRMAN. Was it a branch office or a branch bank?
Mr. SC1HUMIDLAPP. It is a branch bank. They receive and take

deposits anl do a regular banking business.
Senator Kixo. Well, was it a commercial bank?
Mr. SCIMIDLAPP. Yes, sir.
Senator KING. Was it a bank other than for the purpose of being

a conduit through which your loans were delivered to Cuba and your
receipts obtained from 'Cuba in payment of the loans, interest
charges, and so forth?

Mr. SCJUMIDLAPP. Yes; quite so.
Senator KING. I beg your pardon?
Mr. SCHMIDLAPP. Quite so. It is a bank doing a general banking

business through the island.
Senator Ki.xo. And did your bank do that?
Mr. SCUMIDAPP. Our bank did that. We did and we continue

to do so.
The CrA.%nfA.-x. Receive deposits?
Mr. ScIi.ImL.rPr. Receive deposits and loan out money.
The CJhA c.r.-. Time deposits and demand deposits?
Mr. SIrM1mI,.PP. Yes.
Senator Kusm. Who was in charge of your bank in 1924 in Culba?
Mr. SCI.MTDI.Arp. Mr. Seiglie and Mr. Wilson.
Senator Joir.so-. In order that the record may be clear may it

show the naines of the two gentlemen who are sitting one on'the
right and one on the left of the witness ?

The CI.\M.,. I thought I had already .tated that. Senator. hut
I will again.

Senator .JoII.,sN-. It is better to have that done.
The C[.. '. Mr. C. P. Anderson. jr. is the vice .president of

Chase-Harris-Forbes Corporation. Mr. Schmidlapp, vice president
of the Chase National Bank. And Mr. A. M. Williams, of the tirin
of Rushmore, Bisbee & Steln. attorneys for the Chase National Batik.

Senator JoHNsoN. Thank yon. sir.
Senator Ki'ao. Are von the, attorney
Mr. WL.LIAMs. Yes.:
Senator Kvxvo. Mr. Willian ins
Mr. WILL.TA3s. YCs.
Senator Kixo. Did you make any change in the person who had

charge of your hank ini Habana.
Mr. S'II M )T.APP. Yes: there were several chatiges. Senator.
Senator Kitxc,. One of the persons having charge of your1 batk,

at least a l)al)er charge, was a son-in-law of Mr. Mnelhado. was he
not?

Mr. SCIIMID.\i)P. That is correct.
Senator Kixo. When did he take charge?
Mr. Sc11.%.\I. A)ril 1. 1927.
Senator Ki.,- April 1, 1927. What had been his position, if you

know, prior to that time?
Mr. SHuHumA.'p. LIe had been with the Royal Bank of Canala,

who also have an otli(e in Habana.
Senator KTNG. In a clerical position?
Mr. SCIMIDLAI'P. I don't know just what capacity. I think he

had a managerial job.
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Senator KiNo. What position did lie occupy in your bank?
Mr. ScHMIDLAPP. Well, first as a new.business man.
Senator KI.No. I beg your pardon.
Mr. SCHMIDLAPP. First as a new business man.
Senator KING. What do you mean by that?
Mr. SCHMIDLAPP. A man that had contacts in Havana; that had

contacts through the island, that could be perhaps helpful in
bringing business to the bank.

Senator KxNo. Secondly, if he had any other positions
Mr. SCJIMIDLAPP. Later lie was made joint manager.
Senator KN. With whom?

Mr. SCHMIDLAPP. With Mr. Quealy.
Senator KING. And how long did lie occupy that position?
Mr. SCHMIDLAPP. Until April 15, 1931; lie resigned.
Senator KiNo. What position does he hold now, do you know?
Mr. SCHMIDLAPP. I do not know.
Senator KI.G. Was lie the business man to whom you referred or

one of the joint managers when the $50,0C0,000 !oan was negotiated
between Cuba and your banks?

Mr. SC1IIIDLAPP. Yes.
Senator KING. Who were the participants in that $50,000.000 loan?
Mr. SCT. unL.umr. rhe Chase National Bank, the Equitable Trnst

Co., the Chase Securities Corporation. and the ('ontimntal National
Bank of Chicago. And Blair & Co. (Inc.).

Senator Kim;. When were the negotiations entered upon which
culminated in the making of that loan or in the agreement for the
making of the loan?

Mr. SCHMDIELAI-I. In April, 1928.
Senator KING. And Mr. Jos- Emilio Obregon y Blanco, son-in.

law of Mr. Machado, was then employed in the bank?
Mr. SCiiMIDLAPP. le was.
Senator KING. In a managerial capacity?
Mr. SCH-1MD)LAP. Yes.
Senator KI.N,-G. )id he participate in the negotiations.
Mr. SCHTIDLAPP. I would say nlot. I was not down there.
Senator KNG. le had cognizance of that?
Mr. SCHMiI)LI.i. Oh, undoubtedly.
Senator KiNG. Your organization knew that lie waNs the son-in-law

of Mr. Machado?
Mr. SCHMIDLAP. T[lhey did.
Senator KiNo. By the way, was not your company a(vise(d re-

peatedly that Mr. Machado was not a de*jure Presideit, or evenm de
facto, but was holding position by reason of usurpation and viola-
tion of the constitution of Cuba?

Mr. SCHMIDLAPP. NO.
Senator Ki No. You were not so advised.f
Mr. SCII.DILAPP. We were not.
Senator KINv,. Well, did you not know that Mr. Machado had

prorogued his term of office; that is, prolonged it by unconstitutional
or alleged unconstitutional methods?

Mr. SCHMLAi-i-. No.
Senator Ki.NG. )id you not know that Mr. Machado by the same

methods had secured the prolongation of the ternis of ofce of the
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senators and congressmen, and that to accomplish his end he had
m.iII)re.sed all political parties, and was governing by military rule?
W re you not so advised?

.lr. 8(rIIMI)LA.PP. No.
Senator KING. You knew that he had rather a large standing

army? That there was rather a large standing army, did you not?
fr. SCHMIDLAPP. I had not given it a thought one way or the

other. I did not know what the Army of Cuba was.
Senator Ki.NO. Various funds in the budget or in the treasury

(lepartmnent were drawn upon interchangeably, were they not, so that
money obtained front loans ostensibly for one purpose might be used
for any purpose connected with the Government?

Mr." SCHMIDLAPP. Correct me if I am wrong on this, will you
(addressing Mr. Williams)? My impression is that the funds cre-
ated by the financing which I have described to you were to be
:,.,4Vrjj'tated and kept separate for the specific purpose.

Ili. W1Li.\. Senator, the funds were kept on deposit with the
bank and were paid over directly to the construction contractor
taraminst certificates of work done. Were not paid directly to the
Government.

Senator KINo. Were not the funds commingled?
Mh'. WILLIM S. No.
Mr. SCII31IDLAPP. No.
Senator KING. Furds derived from revenue and derived from

loans and used interchangeably in the meeting of the expenses of the
Government?

Mr. WILLIAMS. You have two questions. Funds derived from re-
venues and funds derived from loans.

Senator KING. Yes.
Mr. WILLIAMS. We were not advised as to what was done with the

funds derived from revenues. They were entirely in charge of the
Treasury Department.

Senator KING. Do you know what was (lone with the funds de-
rived from loans?

Mr. SCHMIDLAI-P. They were paid to contractors.
Senator KING. All of them?
Mr. WILLIAMS. Yes.
Mr. SCHMIDLAPP. All that we supplied.
Senator KING. The $50,000,000?
Mr. SCnMIDLAPP. Yes. More than that.
Senator KING. You mentioned a $50,000,000 loan. and I was di-

recting my attention to that first.
Mr. SCIIMIDLAPP. Yes.
Senator KING. All of that was paid to contractors?
Mr. SCHMIDLAPP. Yes.
Senator KINo. Are you sure of that?
Mr. SCHMIDLAPP. Yes.
Senator KINo. And what was the method by which they were

paid?
Mr. SCHMIDLAPP. On these work certificates, which were the obli-

gation of the Government, and created on specified work accom-
plished on the part of the specific contractor.
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Senator KINo. Were those work certificates presented always by
employees? Were they not presented. in other words-

Mr. ScimJDLArP (interposing). Well. they had to be certified by
the Government, you see.

Senator Kixe.. Yes; but were they not presented indiscriminately
by representatives of the Government as well as by individuals who
may have been employed?

Mr. SCJiimiDLAPP. Well, it contained the signiature of both the
contractor and the Government authorities.

Senator KINa. As to whether the work was done vou would not
know? You simply relied upon the certification that was brought
to you'?

Mr. SCIIMIDLAPP. It takes the wiual course of certifying for any
work accomplished.

The CHAIMx. They were transferable, were they :
Mr. SCHMIDIAPI,. They were not transferable.
The CHAIRM.AIN. They were not transferable
Mr. SCIIMIDLAPP. NO.
Senator KING. Thev were transferred. though. were they not?
Mr. SCHMIDAi PP. 'Thev were onlv transferred to the bank. After

the bank had advanced $10.00o,000'we could exchange them for these
55J/2 per cent serial certificates.

Senator K-IN;. Yes: bit the critii'at,,- were ill circulatiOii
throughout the island?

Mr. SCHMIDLAPP. They were never in circulation. Could not be
in circulation. They were not negotiable except through the Chase
bank.

Senator KING. Well, if an employer received a certificate, what
.-teps were taken to tratismite it into'a payment of monee?

Mr. \nj.IIAMS. Senator, I can explain that in detail if you wish.
Senator KiNx. Very vell, answer that. What was the process?
MI1r. 1IIAMrs. The process was this: The Secretary of Public

Works or the public works departmentt would issue to a constructioni
contractor a certificate specifying that a certain amount of work had
been (lone and accepted by tie Government, and that there was due
for that work a certain amount of money. That certificate was
signed by the engineer in charge of the plblie works. It was ap-
proved or accepted by the Secretary of Public Works, and counter-
signed by the Secretiry-Treasurer of the Republic. The contractor
then would take that 'certificate to tile Cha.e Bank anhd assign it
to the hantik and receive fromit tlt- bank the fa'e ailoit of the certili-
cate. So that. the bank Iby that application was subrogated to the
rights of the contarttor midr Ii k constrc tion contract.

Senator KNrm;. YoI illeall !1fo otwi trail-|erred those except a coii-
tractor?

Mlr. Wm.,.. ts. No. I Ileali Ion4, w- trtt,-ferre,! except by a coii-

Senaitor 't. H1(m. Were t he '!Il:pf,,yees paid f
N11% \I.L~M- The omdee-,f whllm f
Seiiator Ktxo. Of the contractor or .-tibcontractor-
Mr. WILLv.s. They w re miI Iw thIe contractor. I assume, out

(it' the pr, veeIs Ilit t) hil IY tle ha uk. Ini other w'rd.-. how the
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contractor financed his own operations we do not know. We never
had any connection whatever with the construction contractor.

Senator KING. Did any of your loans go for the construction of
the capitol?

Mr. WILIAMS. Yes; part of the money that we advanced went for
the construction of the capitol.

Senator KNGo. What are the aggregate of the loans made by your
associates to Cuba?

Mr. SCIIMIDLAPP. *80,000,000.
Senator KING. Were all of those loans made while Mr. Machado's

son-in-law was one of your employees?
Mr. ScHMiDLAPP. No; not the first loan. The first loan of $10,-

000.000 was prior to his having office with us. And the first and sec-
0,nd loans of course were made on public bidding.

Senator KiNxG. I invite your attention to the Official Gazette of the
Republic of Cuba, the Gaceta Oficial. You are familiar with that,
are von? You know that there is such a publication?

1(r. SCHMIDLAPP. Yes.
Senator KI.NG. Published in Spanish?
Mr. SCHMILAPP. Yes.
Senator Kxc.. Did you know that Mr. Jose Emilio Obregon

v Blanco. as per a statement contained in the official publication to
which I have just. referred, received 500,000 pesos ($500,000)?

Mr. SCHMIDLAPP. I did not, sir.
Snator KINc,. T f(fer in evidence the Spanish statement contained

in the Gaveta Oficial. and I have a translation into English here of
that statement.

The CI.JIMIMAN. The translation may he printed in the record.
Senator KiNG(. And I called it to the attention of Mr. Matthews.

who is a Spanish scholar, when he was on the stand, and he said the
translation was .orrect. I will read the translation [reading]

(Translationi

OFTICI.L (:AzArE OF THE ItEPUBLIC OF CUBA.
HAVANA, YEAR 26, VOLUME 1, No. 5.

Friday, July 6, 1928.

RESOLUTION

(P. 291:)
"Whereas the agreement in article 22 of the supplementary convention agreed

to in public deed on June 22 last, before the notary, Dr. Regino Trufin y Perez
dle Abrcu. in accordance with which the bank shall receive and the Republic
agrees to pay as compensation for the commitments and additional services of
the bank, by virtue of and in agreement with this convention (a) A stim equiva-
lent to I per cent on a principal of 50.000,000 pesos of (ertiflates issued in
series, which represents the additional credit granted by this convention and
which shall be paid immediately upon the entering into effect of this convell-
tion. as is provided in article 23, and considering that the act of June 28, 1928,
published In the Offi ial Gazette of the, 29th of that month, ratified and approved
for all the above purposes, the said convention by which it entered into effect
and was made obligatory for all parties, in virtue of the agreement in article 23
of said convention.

"Making use of the faculties given by the presidential decree of May 31, last,
and of those granted me by existing laws, In order that the agreed payment
may be mad6, It Is fitting to resolve and I hereby do resolve:

(P. 292:)
"That in the fulfillment of the agreement in letter 'a' of article 22 of

the supplementary convention of June 22 of this year, before Dr. Regino
Truflin y Perez de Abreu, there be paid to Mr. Jose Emilio Obregon y Blanco,"-
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That is the son-in-law of Mr. Machado.
Mr. SCHMIDLAPP. Correct.
Senator KiNo (continuing reading):

as authorized representative of the Cha.e National Bank uf the city of New
York, the sum of 500,000 pesos ($500,000) official money, which represents I
per cent of the credit of $50,000,00) which is the principal In said article,
the proper orders being given that this be paid immediately, and charged to
the special fund for public works.

"labana, July 3, 1928.
" ANTiAGO GUTIERREZ DE CELLS,

• Secretary of the Trcasury."

Mr. SCMIDLAPP. Senator, may I interrupt a moment?
Senator KiNG. Yes.
Mr. SCHMIDLAPP. In my description of the second group of finan.

cing, which I have read before this committee, it is stated as follows:
The commission on the original $10,000,000 was left unchanged and a cem-

mission of 1 per cent on the additional $50,000.000 was added.

And that is the commission which the article to whi-h you re-
ferred, means.

Senator KIxN. That commission, whatever it is, whether it was
a commission or a gratuity. was paid to the son-in-law of Mr.
Machado?

Mr. SCHMMLAPP. For account of the bank. It is in the bank.
It came into our figures. It is stated here openly that we received
it, and I bring down these figures to show you exactly what the
profits and loans were in this hulluir1,-- to its finality through the
three successive stages of financing.

Senator KING. Why would you pay to your own agent, who was
the son-in-law of the President, $",000?

Mr. SCHMIDLAPP. We did not pay it to dim.
Senator KIN . The translation to which I have referred-
Mr. SCu rDLArr. It is admitted that it was paid to him as man-ager of the bank, or as so-and-so, treasurer. That is all it refers

to, I can assure you.
Senator KiNo. Well, did he receive it?
Mr. SCHMIDLAPP. For account of the bank. We did not pay it

back to him as an individual, if that is what you mean.
Senator KiNG. Well, I can, .not quite-
Mr. SCHMmLAPP. It is the group profit on the transaction.
Mr. WmauAs. That was a commission paid to the bank, Mr.

Obregon never received it individually. It came to the bank.
Senator KNo. You paid a commission to yourself, is that it?
Mr. WLLIAMis. The Government paid that commission to the bank.
Mr. SCHmILAPP. The Government paid the commission.
Senator KING. That is it exactly. The Government paid the com-

mission.
Mr. SCHMIDLAPe. A part of the cost of the money.
Senator KING. Well, why did you make it payable to the son-in-

law of Mr. Machado?
Mr. SCHMIDLAPP. As manager of the bank. He was an official of

the bank.
Senator KiNo. Have you got a statement here from the bank show-

ing the disposition that was made of that $500,000?
Mr. SCHMIDLAPP. I have given it to you in this statement.
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Senator KING. Have you the books of the bank here or any-thing-
Mr. SCHMIDLAPP. The books of the bank; no.
Senator KING (continuing), To show what became of that

$500,000?
Mr. SCHMIDLAPP. Yes.
Senator KING. What became of that?
Mr. SCHMIDLAkP. It was distributed to the members of this syn-

dicate.
Senator KING. Well, now, will you please give the allocation of

that?
The CHAIRMAN. Did you have any other commission besides this?
Mr. SCHMIDLAPP. Well, the commission on each successive stage as

we reported it. The commission of exchanging this $50,000,000 of
certificates. When you change your revolving fund you receive 1.80
per cent. Then you receive a commission of 1 per cent on the
$50,000,000, and the 1 per cent on the $50,000,000 is what is referred
to in the article.

Senator KING. Was not this an independent payment made to Mr.
Machado's son-in-law?

Mr. SCHMIDLAPP. It was not.
Senator KIN.G. Was he used in the negotiation of the loan?
Mr. SCHMIDLAPP. He did not negotiate the loan. He may have

had some minor duties to perform in connection with its negotiation.
Senator KiNG. Is it not a fact that he was employed largely for

the purpose of negotiating the loan with the Government?
Mr. SCIIMIDLAPP. It is not.
Senator KINo. And after your loans had been made to the Gov-

ernment his services in connection with your company were dis-
continued ?

Mr. SCIIMIIDLAPP. No.
Senator KING. They were discontinued?
Mr. SCHMIDLAPP. They were discontinued. He resigned-the date

is in there. In 1931.
Senator KING. Have you any other statement showing that the

commissions were paid in a different manner or a like manner?
Mr. SCHMIDLAPP. Well, we can give you a complete statement of

just how the commissions were paid.
Senator KING. I beg your pardon?
Mr. SCIIMIDLAPP. We can give you a complete statement as to just

how the commissions were paid.
Senator KINo. Well, I should like to have that. And I would

like a statement as to the disposition made of the $500,000 paid
to this man, this son-in-law of Mr. Machado.

Mr. SCHMIDLAPP. After deducting the expenses of advertising and
whatnot, the legal expenses, and one thing and another, it was
divided among the syndicate members in their proportionate interest
in the business.

The CHAIRMAN. Based upon the amount of money they had ad-
vanced towards the loan?

Mr. SCHMIDLAPP. Right. Mr. Obregon never received any part
of any of the commissions received in connection with these loans.

Senator KING. In what manner did you make payment of your
other commissions?
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Mr. SCHMIDLAPP. In the same manner. After deducting the ex-
pense of conducting the business they were divided pro rata among
the syndicate members in the proportion that they had to the
business.

Senator KING. I find in examining the publications, no reference
to other commissions paid to Mr. Obregon. To whom were they
paid, if there were others paid?

Mr. SCIIMDLAFP. The commission was not paid, Senator, to Mr.
Obregon, I can assure you unqualifiedly. If they went through his
hands they went through his hands as an officer of the bank or as
manager of the bank. The same as if they paid me a check, Schmid.
lapp, vice president of the Chase Bank. That does not mean
Schmidlapp individually. And it did not mean so in Obregon's
case.

Senator KING. Why was not the payment made to the bank itself
rather than to him?

Mr. SCHMIDLAPP. As an officer you have to have some individual
to whomi it goes.

Senator KING. Was lie the principal officer at that time?
Mr. SCIMIDLAPP. Ie was a joint manager.
Senator KING . Well, why wasn't it made payable to the two joint

managers?
Mr. SCHMIDLAPP. It is not customary to do so.
Senator KING. Well, why didn't you make the payment to the

bank instead of to Mr. Obregon? Or if you were paying it to the
bank through the manager, why didn't you name both managers?

.Mr. SCIIMIDLAPP. It is not customary to name more than one
officer. How often do you see a check drawn to so and so. president,
and so and so, vice president, and so and so, treasurer? You would
make it out to one of the officers of the bank.

Senator KING. As a matter of fact it would be payable -to the bank
itself, would it not?

Mr. SCIIMIDLAPP. Yes.
Senator KING. So that it might be indorsed by any proper official

of the bank?
Mr. 'HMIDLAPP. Yes; either way.
Senator KING. Have you any other checks that were made pay-

able to Mr. Obregon at the time when he was joint manager?
Mr. SCHMIDLAPP. In his capacity as manager, undoubtedly.
Senator KING. Made payable to him?
Mr. SCHMrnIAPP. Undoubtedly. From anyone that brought it in.
Senator KING. From the loans which were made or from the

bank itself to its branch bank in Habana?
Mr. SCHIMIDLAPP. Will you state the question?
Senator KING. Do your books or accounts show any other pay.

ments of money to the bank in Habana under any of these Cuban
loans which were made payable to Mr. Obregon, the son-in-law of
Mr. Machado?

Mr. SCiImIDLAPP. If they were made payable to him they were
made payable to him as manager of the bank, and only in an
official capacity.

Senator KING. I am asking you whether there is any other case
where in the transmission of these payments in the loan of $50,000,-
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000 there is a siilgle other inIstaIVe where tile L)aytfliit was iimade
to Obregon f

Mr'. S'l. . e.'rhalps as 5 11111a.nger of the bank. Only in thatcapacity.Senator KilNxG. Well. as niaiager or otherwise. have you any

other payments that were Inade to him as manager of the bank?
Or as joint manager of the bank?

Mr. SCiuimiDL.pP. Whether the checks came through with his
official title on them or not I can not answer.

Senator Ki.xo. Is it not a fact that in all of your payments, if
any payee was named, it was the bank

Mr. WILLIAMS. No.'
Senator Kix-o. The ('hase Bank, or the Chase Cor rationo, what-

ever title your organization bore that was in Habana
Mr. WILLIAMS. Well, it is a branch of the bank. It bears there

the same title as their home office.
Senator KIG. I do not, know the correct name, so I made it

rather comprehensive. What I am, trying to get at is: Is not this
the same situation ill all of the payments in the $50,000,000 loan
or $80,000,000 loan that you minade down there, where he is nanined
as the payee, or his name appears as a payee?

Mr. WILLIAM1S. I don't know. There may be any number of
them go through with the payee as manager.

In the first instance on the $10,000,000 credit, the initial com-
mission of $100,000 was paid to Mr. Seiglie as manager of the bank.

In the second operation the eommissi'oI of $500,000 was paid to
Mr. Obregon as manager of the bank in his official capacity as such,
and he accounted for that money an( turned it over to the bank.
He did not share or participate in one Ipemy of it hiiielf indi-
vidually.

In the third operation the initial payment on account of the
credit of $20,000,000 was paid to Mr. Obregon as manager of the
bank. He merely received it as agent, accounted for it, and turned
it in to the bank. Al I am spe king of personal knowledge, be-
cause I handled it personally. He did not receive one single, soli-
tary penny of any of those commissions for his individual account.

Senator KINd. 7Are you familiar with the books of the company
in Habana?

Mr. WLuLMS. I am familiar with the-of course, I have not
examined the books myself.

Senator KxN. That is what I mean.
Mr. WILIAMS. But I was the lawyer in charge of those trans-

actions, and I know what was done with that money.
Senator Kixo. Well, the lawyer does not kvow much about books.
Mr. WILLiAMS. He generally knows what happens to the money,

though.
Senator Kix.,. I ask you again: Are you familiar with the books

of the company there and whether thev show the disposition and
allocation of that $500,000?

Mr. WILLIAMnS. No; but I al familiar with the agreements be-
tween the participants in this business. I did not actually see the
checks which the Chase Bank sent out to its associates for their
participating interest.
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Senator KMNG. And you do not know from any examination of
the books the disposition of the $500,000 or the allocation of the
$500,000?

Mr. WILLIAMs. No.
Mr. SCHMIDLAPP. I can give you a statement on that very

accurately.
Senator KiNo. Well. I would like to have that statement. And

the dates, or any earmarks that would indicate the disposition made
of that $500,000.

Mr. SCHjiDLAPP. Yes, sir.
Mr. ANDERSON. Could I straighten out now that statement of the

$500,000? I won't take a minute, and you will have it right in the
record there.

The CHAIRMAN. Yes; it will be all right to do so now.
Mr. A.NDtatso.N. That, as stated by Mr. Sehmidlapp, was a 1 per

cent commission on $50.000,000 to be payable to the banking group
who negotiated the business with the Government. Of that $500,-
000, $125,000 was reserved to cover expenses of negotiating and ex-
penses of the sale of the serial certificates.

Senator KNG. Who got that $125,000 for negotiating?
Mr. A.4DERSON;. That was paid in the form of legal fees, of adver-

tising fees, cable fees, telegraph fees, all of the usual expenses in con-
nection with an operation of that sort. That left $375,000 to be dis-
tributed amongst the members of this banking group who had han-
dled this particular piece of business. n

Of that $375,000 the Chase Securities Corporation received $50,.
000, the Chase National Bank received $50,000, which takes $100.000
off, leaving $275,000 to be divided between the other participants
in the group in proportion to their interest in the briness.

Well, that $500,000 was paid entirely to the bank participants,
and it was in the form of a stand-by commission really on agreeing
to take a liability on $50,000,000 of obligations of the Government.
It was given to the banks and not to anybody outside.

Now the list of these expenses I will be glad to put into the
record.

Mr. WILLIAMS. Do your records indicate that Mr. Obregon re-
ceived any part of that total amount of $500,000?

Mr. ANDERSON. He received none of it whatsoever. It Was all
distributed up here in this country.

Senator KING. Why do you make it a charge on your accounts
there?

Mr. A.NDEsoN. Well, it was paid in to the bank there.
Senator Ki.NG. It was paid in to the bank there?
Mr. ANDERSON. Yes.
The CHAMMAN. You have a complete list of that, or will you

furnish it?
Mr. ANDmSON. I have a complete list of the expenses which

were covered out of this $500,000.
The CHAm AN. Can you put it into the record at this time?
Mr. ANDERsoN. Yes.
The CHAIRMAN. That is what Senator King asked for.
Senator KNG. Yes.
The CHAIMAN. And it may be placed in the record at this point.
(The statement of expenses presented by Mr. Anderson is here

printed in the record in full, as follows:)

1958



SALE OF FOREIGN BONDS OR SECURITIES 1959

Statement of eopenae in connection with supplemental agreement providing
for $60,000,000 (of which $10,000,000 woe provided for it agreement dated
February 19, 1927)

Legal:
American-

Rushmore, Bisbee & Stern ------------------- $31,005.70
H. W. Catlin_ ........... 20,000.00

Cuban-
Antonio S. Bustamente ------------------- 10,000.00
E. Hernandez Cartaya --------------------- 47,500.00
Garcia Montes ---------------------------- 555. 07

$109,060.77
Traveling expenses -------------------------------------------- 8,267.62
Cable expense ---------------------------- 857.78
Telephone expense -------------------------------------------- 5,148.50
Printing supplemental agreements --------------------------- 1,509.20
Expenses incurred by Chase Securities Corporation --------------- 2,883.36

127,227.18
Expenses on:

$10,000,000 5/1 per cent serial certificates dated July 1, 1928
(see attached schedules) ------------------ 37,189.60

$10.000,000 51/2 per cent serial certificates dated January 1,
1929 (see attachedd schedules) ------------------------- 27,105.55
Total ---. . . . . . ..---------------------------------------- 191,522.33

Statement of eapeeme in $10,000,000 Republic of Cuba public worls 5 per cent
aerial oertljkatee dated July 1, 1928-Due $6,250,000 December 81, 1931;
$3,750,000 Jne 0, 1982

Advertising ------------------------------------------ $10,630.89
Legal ------------------------------------------------- 2, 690.67
Telephone and telegrams ---------------------------------- 2,045.20
Cables - -------------------------------------------------- 1 01
Stationery and printing ----------------------------------- 1, 172.82
Miscellaneous -------------------------------------------- 215.42
Authenticating charge ------------------------------------ 5, 000. 00
Sundry office expense --------------------------------------- 172. 71
Surety bond --------------------------------------------- 150.00
Addressograph -------------------------------------------- 25.00
Private wire --------------------------------------------- 375.00
Closing -------------------------------------------------- 50.00
Loss in trading account --------------------------------- 2,308.88
Loss in Interest acounL --------------------------------- 1,917.98
Postage and insurance ------------------------------------- 233.57

Total -------------------------- 87,189.60

Statement of eopenaee in $10,000,000 Republic of Cuba public works 5y per
cent serial certtfvte dated January 1, 1929--Due $2,500,000 June 30, 1932;
$6,250,000 December 31, 1982; $1,250,000 June 30, 1933

Advertising ------------------------------------------- $7, 705 75
Postage and insurance ----------------------------------------- 641.89
Countersigning and authentication ------------------------------- 5,000.00
Legal --------------------------------------------------- 68.06
Loss in tradingg --------------- ------------- 7, 445. 03
Loss In ntexest .------------------------------------------------- .21
Loss in suspense .------------------------------------------------ .01
Cables, telephone, and telegraph ------------------------------- 3, 02S. 27
Stationery and printing ----------------------------------- 1,491.12
Miscellaneous -------------------------------------------- 748.09
Sundry ------------------------------------------------- 327.12
Surety bond ---------------------------------------------------- 15. Ou
Addressograph -------------------------------------------- 25.00
Closing --------------------------- ----------- 75.00
Private wire -------------------------------------------- 400.00

Total ----------------------------------- 27,105.55
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The CHAIRMAN. You only paid one commission, no matter who
it went to? You did not pay two commissions of $500,000, did you,
on that loan?

Mr. ScHMIDLAPP. There is only one commission of $500,000 r,(i
loan No. 2, as explained in this description here.

Senator KING. How many loans to Cuba have you?
Mr. SCHMILAPP. Three.
Senator KING. The aggregate is how much?
Mr. ScHMIDyAPP. $80,000,000.
Senator KING. $80,000,000?
Mr. SCH3MIDLAPP. For ourselves and associates.
Senator KINo. Yes. You have commitments for an additional

sum have you not?
Mr. ScHMIDLAPP. No; we have no commitments outstanding now.
Senator KINo. Have you extended a credit in addition to the

$80,000,000?
Mr. SCHMIDLAPP. Not in addition. $20,000,000 of the $80,000,000

referred to is in the form of a credit.
Senator KING. Can you tell me the obligations of Cuba at the

present time?
Mr. SCHMIDLAPP. External?
Senator KING. Yes; external. They are practically $270,000,000

are they not?
Mr. ANDFRSON. It shows a little less than that here, Senator King.

Shows a total of external and internal both $204,277,000, and of
that $7,865,000 is internal.

The CHAIRMAN. How much was internal? I did not get that.
Mr. SCHMIDLAPP. $7,865,000.
Senator KING. Well, the amount due on those Morgan and Speyer

loans is how much?
Mr. SCHMIDLAPP. This is as of December 31, 1931.
Senator KINo. Well, there is not much change since then. Ap-

proximately $69,000,000 is it not?
Mr. ANDERSoN. Approximately $60,000,000.
Senator Kixo. Do you understand Spanish, Mr. Anderson?
Mr. ANDmSON. No, I do not; I am sorry to say.
Mr. ScHmiDLAPP. This would show a total of $204,000,000.
Mr. ANDERSON. Internal and external.
Mr. ScnMIrnPP. Internal and external.
Senator KING. Let me see if I can get this in a little more concrete

form. Your first loan was $10,000,000, is that right?
Mr. SCHMIDLAPP. Yes.
Senator KING. That was a credit?
Mr. SCHMIDLAPP. Yes.
Senator K-G. And then that was a part of an $80,000,000 issue?
Mr. SCHMID-APP. No.
Senator KING. That is independent of the-
Mr. SCHMIDLAPP. No; it is not independent. That is the reason

I tried to read it in this way so as to give you the three successive
stages. First, you had a $10,000,000 credit.

Senator KING. Well now, let me pause right there. What com-
mission did you get for that?

Mr. SCHMIDLAPP. We got 1 per cent per annum. $400,000.
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Senator KING. And what interest did those bonds bear?
Mr. SCHMIDLAPP. Six per cent.
Senator KING. Six per cent?
Mr. SCHMIDLAPP. On the credit.
Senator KING. I beg your pardon.
Mr. SCHmIDLAPP. On the credit. And then it was reduced on the

next one to five and one-half.
Senator KING. Now, was that credit taken up by bonds?
Mr. SCHMIDLAPP. NO.
Senator Ki.G. Was it transmuted into bonds?
Mr. SCIIMIDLAPP. NO. No; it became part of a revolving credit of

$60,000,000, $20,000.000 of which were sold to the public, $30,000,000
of which were converted into serial bonds and held in portfolio.
And seven million odd remained as these, oricinal work certificates
and were subsequently sold at par to the Government when we
agreed to take the lase't bonds, $40,000,000 of the $80,000,000 public
works 51/2 per cent bonds maturing in 1945. And at that time we
put. it on the additional $20,000,000 of credit.

Senator KiNGc.. Let me ask in the aggregate how many bonds did
you and your associates receive?

Mr. SCIIMIDLAPP. We received $40.000,000--Vell. of which issue?
It is difficult to say.

Senator KIN-. Well, of all of them?
Mr. SCHMIDLAPP. Our total financing on behalf of ou'.elves and

our associates was $80,000,000, and it went through these successive
stages which I have read to you, so as to give you the detail of each
separate transaction and to show you its purposes and how it came
about.

Senator KING. What was the commission you received upon the
$80,000,000 of credits extended by you and your associates?

Mr. SCHMIDLAPP. After deducting the expenses of the Chase
National Bank and associates of approximately $488,600-

Senator KING. In the aggregate?
Mr. SCHMIIDLAPP. I will add these two together. The gross profits

on all the transactions were $3,317,666. The expenses of the Chase
Bank and associates were ,$488.600. The net profits for distribution
to the Chase Bank and associates was $2.829.066. The net profit to
the Chase Bank and Chase Securities Corporation and Equitable
Corporation subsequent to its merger with the Chase is $627,927, as
I have previously read.

Senator KTN. What )art of the bonds which you received were
sold to the public in the United States?

Mr. SCIMIILAIPr. Woll of the second serial is-ue. $20,000,000 were
sold.

Senator KiNG. At what price?
Mr. Sct IrILAPP. At 99-3/ on the first $10.000.000 of that and par

and interest on the second $10,000,000.
Senator KiNa. Now, any others?
Mr. SCHIID)L.%ITr. Of th'e $40,000,000 maturing in 1945 they were

offered to the public at 98 and interest.
Senator KiNG. And what did you pay for the bonds?
Mr. SCIIMID.APP. We paid 95 'for them.
Senator Kixo. Ninety-five?
Mr. SCIUT. LAPP. Right.
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Senator KxG. And you offered them at 98?
Mr. SOHMIDLAPP. Yes.
Senator KING. A spread there of 3 per cent.
Mr. SCHMIDLAPP. Yes. But there is an additional spread, as I

tried to indicate. On the basis of having converted work certificates
into serial bonds we had a spread of 1.80.

Senator KING. In addition to that?
Mr. SCHMwLAPP. Yes.
The CHAIRM I'. You mean 1.8 per cent?
Mr. SCHMIDLAPP. Yes; 1.8 per cent.
Senator KINo. Yes.
Mr. SCHMImAPP. So that it made the gross spread on the $40,.

000,000 of bonds sold 4.35 per cent.
Mr. WILLIAMS. From your gross spread of 4.35.
Senator KING. That was the gross spread?
Mr. SCHMIDLAPP. Yes.
Senator KING. Have any of those bonds been paid?
Mr. SCHMIDLAPP. $6,250,000 of the 51/2 per cent serial certificates

matured December 31, 1931, and were paid.
the CHAIR1XN. Has there been any default?
Mr. SCHMIDLAPP. There has been no default, Senator.
The CHAIRM.AN. Interest or principal?
Mr. SCHMIDLAPP. On principal or interest.
Senator KING. Did you take up any of the sugar bonds, so called,

ihe Chadbourne sugar bonds?
Mr. SCHMIDLAPP. We have taken them up through individual

customers.
Senator KING. What was that bond issue?
Mr. SCHMIDLAPP. Between $40,000,000 and $50,000,000. I am not

certain of the exact figure.
Senator KING. Do you hold any of those bonds?
Mr. SCHMIDLAPP. As collateral.
Senator KING. Those bonds were issued by the Government in

order to meet the obligations of some of the affiliated sugar com-
panies, that is. they were sugar companies affiliates of some of the
banks of New York, were they not? Perhaps I did not make the
question clear. A large part. of the sugar business of Cuba is in
te hands of American corporations, is it not? Perhaps 60 to 70
per cent?

Mr. SCHMIDLAPP. I should think that was roughly correct.
Senator KINio. Yes. And those companies are in part controlled,

are they not, by some of the banks of New York? The National
City, for instance?

Mr. ScnMwDAPP. I am not prepared to answer that.
Senator KING. You are not prepared to answer that. At any rate,

those corporations being indebted, induced the Government or at
any rate the Government issued forty odd millions of dollars of
bonds for the purpose of taking up the obligations of those com-
panies. Is that not true?

Mr. SCHMIDLAPP. I do not think that was its purpose, Senator,
but I do not think I had better read into a record here without
knowing what my statement is.

Senator KIG-. But at any rate, those bonds labeled Sugar Bonds
were issued by the Government not to meet any sugar operations
that it was engaged in?

1962



SALE OF FOREIGN BONDS OR SECURITIES

Mr. SCi IIiIJ'P. That the Government was engaged in?
Senator Kixo. Yes. It was not engaged in the sugar business,

was it?
Mr. ScnmiDv:ii. I would hot like to go into the technical points

there, Senator.
Senator KINa. At any rate, you have some of those bonds?
Mr. SCHMiDLAPP. As collateral.
Senator KNo. As collateral. Did you buy any of those bonds?
31r. SCHMIDLAPP. No, sir.
Senator Kiwo. Have they been sold to the public, so far as you

know, the American public?
Mr. SCJMIDLAPP. No, sir. Not in any general distribution.
Senator KINo. Do you know whether the National City Bank has

distributed any of those bonds?
Mr. SCHMIDLAPP. No one has publicly.
Senator KING. I see. But the bonds were issued by the Govern-

ment f
Mr. SCHMIDLAPP. I do not think they were technically. I think

they bear the guarantee of the Government.
Senator KiNG. Well, do you make any distinction there between

the Government bonds and the guarantee of the Government? Who
were they issued by if not by the Government?

Mr. SCHMIDLAPP. Well, I'think they created a corporation for the
handling of the situation.

Senator IUNG. At any rate they are obligations of the Government,
either direct or a guarantee.

Senator GORE. What was the navie of the corporation created for
that purpose?

Mr. SCHMIDLAPP. I am not prepared to answer it, Senator. I do
not know. I did not come prepared with those statistics.

Senator KING. Do vou know what the bonds that have been sold
to the American public are quoted at now? Some that were sold by
your organizations?

Mi. SCHMIDLAPP. The 51/2 per cent long-term bonds maturing in
1945 are quoted at 38 .

Senator KiNG. And what are the residue quoted at?
Mr. SCHMIDLAPP. Those serial certificates vary a great deal. The

market on them is quite inactive. June 30. 1932, maturity are bid 71.
Due December 31. 1932, are bid 60 and asked 65. Due on June 30,
1933, the bid is 57 and the offering is 65.

Senator KING. Were any of your organizations interested with the
contractors who bid for the Capitol? '

Mr. SCHMIDLAPP. We had no interest with them whatsoever.
Senator KING. Or who were interested in those road construction

serial certificates that were issued?
Mr. SCHMIDLAPP. We had no interest with them whatsoever. I

read that in the statement, Senator.
Senator KING. Very well. Before marking the loans for this so-

called road construction did you make any investigation to ascertain
the operations of the contractors?

Mr. SCHMIDLAPP. We had no interest with the contractors whatso-
ever. We dealt entirely with the Government and as bankers.

Senator KiNG. Well,* did you discover that the road which was
being built was costing in the neighborhood of $130,000 to $160,000
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.a mile. at least reputed to cost that, and that much wvas expended
vrer mile?

1%1r. Sc1IMIDLPi-P. Well, itty offhand op)inioii is that the roadway
work conprised approxiniately $100,000,000.

Senator KIN.,. Well, vou did not fiu'e tile aniount per mile, then?
Mr. ScmIr1mL. pp. Wi(ll, I understood it was ai)lit seven hundred

dd forty-odd or seven llundred and fifty miles.
Senator KI.N;G. You do not know the per mile cost ?
MIr. SCJ.AIIDL, APP. The per mie cost I have not figured.
Senator KING(. And were You not interested to detcrmiine whether

or not this slubscription that you ire receiving, or bonds or securi-
ties which were expended, were going to Cuba quid pro quo, and
that the money was not being embezzled or improperly utilized?
II other words, you just accepted the certificate of the Government,
is that it, without making any investigation is to the purpose of the
loan and the application of the funds?

Mr. SCJMIDLJAP. Well, we knew the lrpo.se of the loan. We
knew that it went to public works, that it went to highways, went
to schools, went to the capitol Iuilding, went to the improvements
on the Malecon at Havana.

Mr. WILLIA MS. Senator, all these operations had the peculiar
feature that the money was not turned over to the Government to
be used as it might see fit, but the money was paid out to a l)articular
construction contractor onl his own certificate plus the approval of
the (Government officials that the work had been done.

Senator Kixo. 'Well, weren't you somewhat concerned or interested
or curious when you discovered, if you had made any investigation.
that some of those certificates indicated the cost of 'construction of
roads that ought to have been built for a very few thousand dollars,
of $130.000 a mile?

Mr. WILLIAMS. We do not feel that we were authorized to usurp
the functions of the Cuban Government to investigate their works.

Senator KixN. You ju.st accepted their statement?
Mr. WuLIAMs. What we did was we accepted these certificates as

being true. AidA we were dealing with the Cuban (Government only
as bankers, onrly as financial institutions financing the loans to their.
We lid feel ir added security in the fact that the moneys we pro-
vided would be paid over to ilie constriction contractors'themselves
on the basis of certificates of work done. But we did not undertake
to investigate the accuracy of the particular certificate. We accepted
it as delivered to us when it was made ollt in proper form.

Senator KiNGv. Did voul feel any security by reason of any corli-
niinicatioii you had wtitli the Staie Depiirtmnent and any assurance
which it gave you as to the validity of the loan?

Mr. SCIMIDLAPP. We consulted the State Department on each of
these successive three transactions.

Senator KiNG. Did you i sk for their approval?
Mr. ScijmiDL..PP. We (lid.
Senator KIxG. Did the State Departnent approve those loarms?
Mr. ScHMIn o.P. In tire irannirer that they usually do. There is

no specific-they do not disagree with you, that is about the force
of it.

Senator KI.G(. Well, was there any affirmative approval
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Mr. WILL Ms. We received advice that they had no objection to
the consummation of the transaction, hut they did not assume any
responsibility for the validity of the loan or its security.

Senator Kimo. Was the attehtion of the State Department called
by you, or did the State Department call your attention to the
fact that perhaps the Platt amendment had something to do with
the relation of our Government to Cuba? Did you rely, in other
words, upon the Platt amendment or any representation made by
the State Department, negatively or otherwise, as a basis for your
loans?

Mr. SCHMIDLAPP. We did not go into that at all.
Senator KiNo. You did not consider that at all?
Mr. SCHMIDLAPP. No.

Senator KING. What was the form of the letter that you addressed
to the State Department anterior to the making of any of these
loans?

Mr. SCHMIDLAPP. Have you a copy of it? [Addressing Mr. An-
dersdn.]

Senator KxNG. While the gentleman is looking for the letter I will
ask you another question. Was the form of the reply of the State
Department to your communications uniform?

Mr. SCHMIDLAPP. Substantially the same.
Senator Kxo. Substantially the same. Did you discuss with the

State Department or any representatives of the State Department
these loans and the purpose of them?

Mr. SCHMID.APP. We submitted the financing to them in each case.
here is a copy.

Senator KING. Is this one of your communications?Mr. SCHMI)LWP. Yes. [Handing same to Senator King.]
Senator KIN.G. Did you come to Washington to confer with the

State Department, or did the State Department have representatives
comae to you in New York in connection with these loans?

Mr. WILLIAMS. On the first operation of the $10.000.000 credit one
of my partners, Mr. Mudge, stopped in Washington on his way from
Habana. to New York and explained the proposed financing. He
left with the State Department copies of the proposed papers.

Senator Ki.-G. Well, was that the only l)ersonal contact had by
the Chase Bank or its associates in any of these loans?

Mr. WILLIX.Nis. Do you mean with the State Department?
Senator KNG. Yes, with the State Department.
Mr. WILLIAMS. So far as I am advised, yes. As each operation

was tinder way we submitted the papers to the State Department
in the usual course. We received in each instance advice from
them that they had no objections to the consummation of the tran-
saction. They did not assume the responsibility of advising us to
make the loan or not to make it. We (lid not ask them. We
merely submitted it, as we always do. in connection with foreign
financing. The Platt amendment was not particularly discussed.
We assumed, of course, they had as much if not greater 'information
about the Platt amendment than we did.

Senator KI(N. I perceive here by a letter signed by Mr. Francis
White, Assistant Secretary, February 8, 1930, there had been some
telephonic communication in regard to Cuban loans. Do you recall
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anything about that, Mr. Schmidlapp? In regard to the $80,000,.
000 51/2 per cent public loan?

Mr. ScIImzLAPP. I do not recall it, Senator.
Mr. AN DF.RSON. I think there was, Senator King.
Senator KING. Was there any controversy over that loan in any

way?
Mr. WILLIAMS. No. The only purpose of telephoning in that

connection was to ask the State Department to let us have their ac-
tion as promptly as possible, so that we could conclude the transac-
tion in Cuba if they should not have any objection to it.

Senator KING. This letter to which I have referred, signed by
Mr. White, states that the department refers to your letter dated
January 31, 1930, concerning a proposal for new financing by the
Cuban Government whereunder the Republic of Cuba is to propose
an issue of $80,000,000 of 51/2 per cent public-works gold bonds to be
dated January 1, 1930.

In reply to your request to be advised of the attitude of the State Depart-
ment with respect to this proposed financing, the department desires to con-
firm the notification made to you by telephone to thto effect that the Govern-
ment of the United States does no perceive occasion for raising any objection
to the proposal In question.

And signed by Mr. White, Acting Secretary. Was that substan-
tially the course which you pursued in making these loans? That
you would communicate with the State Department and ask if they
had any objection, and you would receive a negative reply of this
character?

Mr. SCIIMIDLAPP. Yes, sir.
The CHAIRMAN. That covered all of the loans which were made?
Mr. SCHMIDLAPP. That was done in this case.
Mr. WILIAMS. Each case covers a separate transaction.
Senator KING. Because the $80,000,000 was split up.
The CHAIRMAN. It mentions the $80,000,000.
Mr. ANDERsoN. That is the authorized amount of the long-term

bonds.
The CHAIRMAN. That is the total amount of the long-term bonds.
Air. ANDERSON. It just happens to be the total amount, Senator.

It does not cover the three operations. It covers the last operation.
The CHAIRMAN. Yes.
Senator KING. You hold some bonds now, do you not, as collateral

for advances which have been made on some of these certificates?
Mr. SciJImI.DLPP. No; I do not think we are holding it as col-

lateral in any instance. We have some in portfolio. -I gave you
the figures in portfolio.

Senator KING. What do you mean by that?
Mr. SCHMIDLAPP. Hold as our own investment.
Senator KING. As your own investments?
Mr. SOHMIDLAPP. As our own investments.
Senator KINGo. And how much do you own of those bonds?
Mr. SCHMTDLAPP. Well, the two organizations own $5,415,000 par

amount.
Senator KING. Is that all?
Mr. SCHMIDLAPP. The Chase National Bank and the Chase Secur-

ities Corporation have an interest of 25 per cent each in the out-
standing credit of $20,000,000. Approximately $10,000000 together.
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Senator KING. And what represents your security for that credit?
Bonds?

Mr. SCHmIDLAP. Deferred payment work certificates.
Senator KING. You have thowe certificates in your portfolio?
Mr. SCHMIDLAPP. Yes, sir.
Senator KIN-G. Will they be converted into bonds or taken up by

bonds?
Mr. SCIIMuLAP. If the remaining $40,000,000 of your long-term

bonds are sold those certificates are to be first paid.
Senator KING. The bonds which you hold as collateral, the so-

called sugar bonds, what are the terms of those bonds? When do
they mature?

Mr. SCHM ILAPP. They mature serially over a 5-year period.
Senator KING. Do you know what they were sold for?
Mr. SCHMILAVP. I do not think they "were sold.
Senator KING. None of them?
Mr. SCHMmLAPP. None of them. Excepting by private negotia-

tion.
Senator KING. Well, do they have any market value, and if so,

what .
Mr. SCHMIDLAPP. I do not think they are quoted.
Senator KING. Do you know what the internal debt of Cuba is,

including the floating'debt, accumulated deficit, Governnent supply
bills, salaries of civil employees, rents due on buildings occupied by
the Government?

Mr. SCHMIDLAPP. The figures which we have, which are of Decem-
ber 31, 1931, show the internal debt, the funded debt of $7,865,000.

Senator KING. Well, that is the funded.
Mr. SOHMIDLAPP. Yes.
Senator KING. But what is the floating debt?
Mr. SCIIMIDLAPP. We do not have the figure.
Senator KING. I see. Is it not a fact that there is a large amount

of floating debt, including the employees' salaries that have not
been paid for some time?

Mr. SCHmiDLPP. I am not informed, Senator.
Senator KING. You are not informed as to that. I think that

is all.
Senator GOm. How many of these construction companies were

there that took part in the building of these roads, to whom you made
payment?

Mr. WHIIA s. The principal contractor was Warren Bros. Co.
And the Cuban contractors. The Cuban Contractors Corporation.

Senator GORF. Did any of these banks that made these loans own
any of the stock of these contractors?

Mr. WLLIAMS. No. siir.
Senator GORF. Did'they have any interest in any concern that did

own stock in these contracting concerns?
Mr. WILLIAM1s. No, sir.
Senator GoRE. Did your bank have anything to do with floating

any of these sugar bonds? Not Government bonds, but of the
Oriente Co., for instance?

Mr. ANDERSON. No; Senator. The sugar bonds were not sold.
Mr. WHLTA.AIS. The Senator is speaking now of private sugar

companies.
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Senator GoRE. Private sugar companies. The Oriente is one. I
believe that is the name. I do not know the name. Do you have
any of their bonds?

Mr. SCHMiL.APP. I do not recall ally, Senator.
Senator GonEu. Your company had nothing to do with the sale of

thos. bonds and distribution of those bonds?
Mr. SCHMIDLAr. The Chase National Bank did not have.
Senator GoRE. Or its affiliates, so far as you know?
Mr. SCHMIDLAPP. So far as I know none of the affiliates did have.
Senator GoRE. Doe.s your bank now own, or has it heretofore

owned, any mortgages on any of the sugar plantations in Cuba?
Mr. SCiHMIDLAPP. Well, as collateral.
Senator GORE. Have any of those bonds been in default?
Mr. Si-imxDLAPP. I think a number of them are in default.
Senator GORE. I have been told this-I may be shooting in the

air-that about 40 :.lantations were involved in loans from some
bank in New Yor.k; that they did not make their payments; that a
company was orgatinzed and these notes and mortgages turned over
to the company. That the company issued bonds, and the bonds
were sold in the country in order to extricate the bank from that
situation. Do you know anything about any transaction of that
sort on the part of any bank?'

Mr. SCHMIDLAPI'P. , sir; I do not.
Senator GORE. That is all.
Senator CONNALLY. Mr. Chairman. may I ask the witness a

question?
The CHAIRMAN. Certainly.
Senator CONNALLY. Have you handled any transactions for the

Cuban-American or the American-Cuban Sugar Co. recently? Bond
sales?

Mr. SCHMIDLAPP. No, sir; we have not.
Senator CONNALLY. Or paper of any kind?
Mr. SCIMIDLAPP. No, sir; we have not. They do business with

us. They do a regular banking business with us. We have handled
none of their securities.

Senator CONINALLY. An ordinary commercial banking business?
Mr. ScHMimAPiv. An ordinary commercial banking business. Just

a commercial banking business. J

Senator CONNX ALLY. Are you their New York representative in
the banking business?

Mr. SCHIMIDJLAP. I would not say we were their principal bank.
Senator GonE. This Oriente Co. that I mentioned; you (1o not

know anything about. that?
Mr. ScxiuinLAPr. No, sir; I do not, Senator. There is a province

of that name. But I (1o not know.
Senator GORE. A bank down in my country failed that had a

$5,000 sugar bond that is rated at $150. And a good many of those
banls through the W est have them.

Senator CONNALLY. If you are the commercial representative of
that company, who handles their securities?

Mr. SCIMIDLAPP. I think their principal bank is the National
City Bank, and I think perhaps the City Co. has sold some of their
securities.

Senator CO.,.NALLY. Have they sold any in recent times
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M.r. Sci. i Ji)JAP. I have no knowledge of that.
Senator Ki.N-. Mr. Witness, you said that your bank had some

of these sugar bonds as collateral?
Mr. SCiiMIDLAiP. All the suigar stabilization bonds, yes, sir; that

we have are held as collateral.
Senator Kyxeo. Well. (lid you not make some investigation as to

the purpose for which they were issued? The so-called Chadbourne
sugar bonds?

Mr. SCIENI')LAPP. Yes; we made some investigation.
Senator Kixo. Yes. You und0-stood that there was a $42,000,000

bond issue by the Government, did you not?
Mr. SC.EI[I,APP. Approximately $40,000,000, I understood.
Senator KIN-G. And that $36,000,000 of those bonds were for the

purpose of meeting obligations of some of these sugar companies,
some of which were affiliates of the National City Bank or other
banks of New York?

Mr. SC- n. rDAPP. I can not answer that.
Senator Ki-NO. Do you know what became of the other $4,000,000,

or the entire issue of bonds?
Mr. SCnAMIDLAPP. It is a highly technical thing, and I am answer-

ing really unprepared. My understanding is that they we.'e issued
in proportion to the aniount of sugar that was to be held over a
period of five years.

Senator KI-G. Well, do you understand that the entire $40,000,000
were issued?

MNr. SCmUmnL. Pm. For that purpose.
Senator Kixo. The entire issue?
.1r. SCII.MIDLAPP. For that purpose, and that purpose alone.
Senator Kix.. Well, do you understand that all of the bonds that

were issued, authorized to be issued and issued, were actually deliv-
ered to the sugar companies that were in debt?

Mr. SUILMuLAPnn . I do not know that their being in debt had any
part to play with it. I think they were issued in the amount of
sugar whicl the various companies were obliged to carry over under
the stabilization plan.

Senator Kx.o. I)o you know whether or not there were some four
or five million dollars of that issue not employed for that purpose,
but used for alleged commissions and payment for services rendered
by government officials or otherwise?

Mr. SCII IDLAPP. I never heard of it.
Senator KixoG. You made no investigation as to the exact number

of bonds issued And to whom they were issued?
Mr. SCIMIDLA I'l. I would not say we made no investigation. We

just understood as to the purpose for which they were issued.
Senator KIxG. Did you take them as collateral for some of the

affiliates of these banks? I use the word "affiliates" there to char-
acterize corporations. American corporations owning large sugar
plantations and sugar lands, and financed by or owned by some
of the New York banks.

Mr. SCHIIMIDLAPP. No affiliates of the Chase National Bank.
Senator Kyxo. By the way, does the Chase National Bank, or any

of your ass.)iates. own affiliated sugar companies in Cuba, or own
sugar (!lpalides in Cuba ?
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Mr. WILLIA.MS. They do not own sugar companies. They own
the securities of some of the sugar companies in Cuba.

Senator KTNG. )o you own the securities of a large number of
them?Mr. SCIIM~nLAPP. Not a number. The onl. one I can recall is
the Fidelity.

The CHAI[.MAN. What do you advance on sugar per hundred?
Mr. SCHIILAPP. It varies each year, Senator.
The CHAIRMA-N. But in this holding of sugar in a pool, as it were,

under the Chadbourne plan, was there any definite amount agreed
upon per hundred pounds of sugar?

Mr. SCHMIIILAPP. Yes: there was a plan agreed upon. There was
a specified amount, but i would not quote it because I am not sure
of my figures. I was not prepared on it.

Senator KINo. How much does your company or your affiliated
companies hold as collateral or own'of that forty-odd /illion dollars
bond issue?

Mr. ScHMimA~Pp. I could not answer that. St.nator. accurately. I
,did not collect those figures.

Senator KIN;. Would it be a third?
Mr. SCIIMIDLAPP. I would think very much less.
Senator KING. I have been told, and if I am in er'or I want to be

corrected, that your company owns or holds as collateral a very
large amount, $20,000,000 or $30,000,000,. of bonds issued by the
government for the purpose of relieving the obligations of American
sugar companies in Cuba.

Mr. SCHMIDLAPP. I do not think that is an accurate statement.
Senator KxNG. Well, how much do you hold as collateral of those

bonds?
Mr. SCIIMIDLAPP. I can not tell you that without referring to

the records.
Senator KING. Would it be $20,000,000?
Mr. SCH.tMIDLAPP. I would say very much less. I would say, per-

haps, between $5,000,000 and $iO,000,000.
Senator KING. Do you know who holds the rest of those bonds?
Mr. SCHMmLAPP. No, sir; I do not.
Senator KING. I think you answered that none of them, as far as

you knew, had been sold to the American public?
Mr. SCHMIDLAPP. They have not been, to the best of my knowledge.
Senator KINo. They are held by New York banks?
Mr. SOHMIDLAPP. 'they are held by these sugar companies.
Senator KING. Well, I understood you to say that the bonds were

issued to relieve them ? That the Government guaranteed the bonds?
Mr. SUHMMDLAPP. They are the owners of them. We hold them

only as collateral.
Senator KINo. But you look to the Government for payment?
Mr. SCHMIDLAPP. Not necessarily.
Senator KINo. If they are not paid?
Mr. ScHmIDLAPP. Or the sugar.
Senator KMio. At any rate you would hold the Government-
Mr. ScEmmLAPP (interposing). The security is sugar. The bonds

are secured bonds, secured by sugar.
Senator KING. Issued by the Government or guaranteed by the

Government, as I understand itV
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' Mr. Scji.,%mDAPr. That is correct.
Senator KING. And if the sugar is lost or deteriorates in value,

of course you would look to the Government for payment?
Mr. SCHMIDLAPP. Correct.
Senator KvNG. And you would look to the Government to meet the

interest charges on those bonds?
Mr. SCHmiDLAPP. Correct.
Senator KINo. Have the interest charges been paid as they

matured?
Mr. SciiiDLPP. Yes, sir. The first maturity has been largely

redeemed. I do not know if entirely so or not.
Senator KING. I see. That is all.
The CHAMMAN. That is all.
Senator JoHNsoN. Will you take your adjournment now? I want

to ask a few questions. Trhey will take but a few moments.
The CHAIRMAN. If it will only take a few minutes we can ad-

journ and take it up at the afternoon session. These gentlemen
wish to leave for home this afternoon.

Senator JouNsoN;. Yes; I will see that they get off this after-
noon if we will take our luncheon adjournment.

The CHAMMAN. Very well, we will recess until 1.30.
(Thereupon at 12.10 p. in., Wednesday, January 27, 1932, a rece.-s

was taken until 1.30 p. m. the same day.)

AFIER RECESS

The Senate Committee on Finance r'c.omwvened at 1.30 o'clock P. i..
Wednesday, January 27, 1932.

The CHAIRMAN. The committee will come to order.
Senator JoHnsoN. Can you state tie ('onl)viisation that was paid

Mr. Blanco as your employee ?
Mr. ScH3IIDiLAPP. Mr. (bregon.
Senator JohnsoN. Yes. M

Mr. ANDERSON. When ihe was first employed lie received co(ipensa-
tion at the rate of $12,000 per annum. At the time whe i he resigned
he was receiving compensation at the rate of $19,000 per annum.

The CHAIRMAN. Ie received that from whom?
Mr. SCIMIDLMV. From the Chase National Bank.
Mr. AN.D-,,so.N. From the bank, as a manager of the bank.
Senator JonHNsoN. You have the Chase National Bank; then there

is an institution that has the name of Chase as well, has it not?
Mr. SCIEMIDL-APP. Chase Securities Corporation.
Senator JoHnsoN. Chase Securities corporation. Is there any

other that has the name of Chase?
Mr. SCUMIDLAPP. Chase-Harris-Forbes Corporation.
Senator JoirNxso. Chase-Harris-Forbes Corporation. Is there any

other?
Mr. SCHMIDLAPP. The Chase Bank, Paris.
Mr. ANDNiFSON. There is the Chase Bank.
Senator JOHNSON. Well, I assume that is your branch in Paris.
Mr. SCIMIIILAIP. That is our branch in Paris; a separate corpora-

tion. The Chase Safe Deposit ("o.; the Chase National Executors &
Trustees (Ltd.), London.

Senator ,hN. Any others.e
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Mr. SCIIIDLAPP. That is all, Senator.
Senator JoliNsox. Does the Chase National Bank on any occasion

transfer its securities to the next organization to which you re.
ferred-what did you call it?

Mr. SCUXYDLAIP. Chase Securities?
Senator Joji.soNy. Yes; Chase Securities?
Mr. SCII.IDLAPP. No sir* they do not.
Senator Jon'xsox.. They do not deal one with the other?
Mr. SCIIMIDLAPP. Oh, ies; they have dealings together.
Senator JoiiNso.N. The nature of the dealings, generally speak-

ing-I am not asking in detail at all-is what?
Mr. SCIMIDAPP. Well, we have made them loans from time to

time. They have a deposit relationship. They draw checks on us.
Senator JoHiiso.N. There is the Chase National Bank, and then

there is the Chase Securities Co.; that is correct, is it?
Mr. SCHMIDLAPP. The Chase National Bank and Chase Securities

Corporation.
Senator Jonx-sox-. Chase Securities Corporation. What was the

next one?
Mr. SCJIMDLAPP. Chase-Harris-Forbes Corporation. Chase Safe

Deposit Co.
Senator Joiixsox-. Well, I am assuming from the name of the last

one you mentioned that it does not do a banking business. Does it?
Mr. SCUIIMDLAPP. It does a safe deposit business.
Senator JoHNson'. That is what I mean.
Mr. SCIIMIDLAPP. And the Chase Bank, Paris. An Edge Act

corporation.
Senator JoiNson'. Is either one of the institutions which you have

named of the first three an investment trust?
Mr. SCIIMIDLAPP. The Chase Securities Corporation in a nature

is an investment trust. It is a holding company.
Senator Jonxsox,. Yes. When the Chase National Bank deals

with a flotation is Chase Securities Co. made a part of it subse-
quently?

Mr. SciiMIDLPP. Well, we do not do thnt business. The Chase
Bank as such does not go into the flotation business. That is done
through the Securities Co., and Chase-Harris-Forbes do the
distributing.

Senator JOHNiSON. The original contracts that you had with Cuba.
were they with the Chase National Bank?

Mr. SCHMIDLAPP. That was with the bank.
Senator JOHNSOn-. That was with the bank?
Mr. SCHMIDLAPP. Yes.
Senator Joii.Nso.x. Well, then, the bank, you say, does not deal

with the trust investments?
Mr. SCHMIDLAPP. It does not deal with the distribution of them.
Senator JoHNsoN. Exactly. Then would Chase Securities Co.

deal with the distribution of them?
Mr. SCHMIDLAPP. As at present constituted, it would be done

through Chase-Harris-Forbes.
Senator JOHNSON. Through Chase-Harris-Forbes?
Mr. SCHMIDLAPP. At the time of this financing it would have

been done through the Securities Company?
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Senator JoHN-so.x. Yes. I amn simply trying to get the mode of
the doing of business. The Chase Nationail Bank would make its
contract, for instance, to float a loan. Until the absorption of
Harris-Forbes it would deal with the Chase Securities Co. in the
flotation of the loan: is that correct ?

Mr. SCHMIDIAPP. Yes, sir.
Senator JOHNSON. Subsequently, when Chase-Harris-Forbes was

formed then it dealt with Chase-Harris-Forbes in the flotation of a
loan; is that correct?

.Hr. SCHMIDLAPP. Through the Securities Co.
Senator JoHNsoN. Through the Securities Co. Well, would a flo-

tation of a loan to-day, for instance, be first by virtue of a contract
with the Chase National Bank; secondly go into the Chase Securities
Co.; and, thirdly, into Chase-tarris-Forbes

Mr. SCHMIDLAP'. No; in most. cases it would go either directly to
the Securities Co. or to Chase-Harris-Forbes, and the bank would
not come into it as a contract matter at all.

Senator JOHNsON. Well, would the bank come into the original
negotiations?

Mr. SCHMIDLAPP. No. In most cases; no.
Senator JOHNSON. In most cases not?
Mr. SCHMIDLAPP. No.
Senator JOHNSON. In the Cuban instances, however, the Chase

National Bank was the original negotiator?
Mr. SCHMIDLAPP. They were the original negotiators.
Senator JOHNSON. And one of the parties to the contract?
Mr. SCHIDLAPP. Quite so.
Senator JOHNSON. Now when a flotation is undertaken by the next

house, in the case of the Cuban flotation the original ones I presume
were undertaken by Chase Securities Co.?

Mr. SOIM)IDLAFp. They handled the syndicate account.
Senator JoHNsox. When the Chase National Bank has the Chase

Securities handle the syndicate account what arrangement, if any,
exists in relation to the compensation of each?

Mr. SCHMIDLAPP. Oh, it would vary in any case.
Senator JOH.SON. Well, there would be compensation to the Chase

National Bank, would there not?
Mr. SCHMIDLAPP. Yes, the bank would be compensated.
Senator JoHNsoN. And there would be compensation to the Chase

Securities Co.?
Mr. SCHMIDLAPP. Yes.
Senator JOHNSON.,. And at the present time. with Chase-Harris-

Forbes, if it went through the three, each one would obtain its pro-
portion of the coml)ensation. commission, or whatever might be de-
rived?

Mr. SCHMIDLAPP. I think that is correct.
Senator JoHNsoN. Yes. sir.
The CHAIRMAN. Do they go through the three?
Mr. ScHMmLAPP. No. 'If the bank entered the arrangement it

would either go through the Securities Co. or through Chase-Harris-
Forbes. If it was goin to be a distribution of securities to the pub-
lic, and was signed by the bank to-day it probably would not be. It
would have to be an exceptional case. If we (lid additional business
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in Cuba by reason of the bank's name being known in Cuba, it might
be taken in the name of the bank. But Chase-Harris-Forbes Corpo.
ration would do the distributing of any of the securities.

Senator JOHNSON. Can you tell me from the accounts that you have
at hand just exactly in the first instance of the loans that were made
by you to Cuba what the Chase bank derived and what the Chase
Securities Corporation derived in the matter of remuneration?

Mr. SCHMIDLAPP. In the case of the first credit it was $164,750 for
the bank. The Securities Co. did not participate in that.

Senator JOH.NSON. Did the Chase Securities Co. participate in
that?

Mr. SCHMIDLAPP. They did not.
Senator JoHNso.-;. Did Chase-Harris-Forbes participate in that?
Mr. SCHMIDLAPP. No, sir. In fact all of this financing was done

before the formation of Chase-Harris-Forbes.
Senator JOHNSOn. All right. In the second loan that was made

did the Chase Securities Co. participate?
Mr. ANDERSON. May I answer that. Senator ?
Senator JOHNSON. Surely.
Mr. AN DEMlRsON. In the second loan, which was the $50,000.000 5

per cent public works serial certificates, the Chase bank formed a.
purchase group to take over from itself the liability to distribute
these securities from time to time.

Senator JOHNso' . All right. The Chase bank formed the group?
Mr. ANDERSON. Yes.
Senator JOHNSON. It had the contract?
Mr. ANDERSON. Yes.
Senator JOhNsO.. Its contract was at what They were to pay

what?
Mr. ANDERSON. To the Government?
Senator JOHNSON. Yes.
Mr. ANDERSON. They were to receive from the Government 1 per

cent stand-by commission on the $50,000,000.
Senator JoHNso.N. All right. Was there a specific rate fixed for

the sale of the bonds?
Mr. ANDFxSON. There was a specific rate fixed for the price at

which the deferred payment works certificates were to be converted
into serial certificates. That was 1.80 per cent.

Senator JOHNSON. Yes; that was explained this morning by your
colleague.

Mr. ANDERsoN. Thit was explained this morning.
(At this point Mr. Williams made a suggestion to Mr. Anderson.)
Senator JOHNSON. A little louder, please. I am perfectly willing

that all three of you should participate in this discussion. I have
nothing to conceal from you or from anybody else in this matter. I
am trying to get details if I can of a situation that exists in the
flotation of loans that may, from the standpoint, you know, of the
man who hasn't anything, be a system that ought to be remedied,
and I am looking forward ultimately to providing a remedy for the
situation that I think exists.

Mr. WILLIAMs. What happened in this case, Senator, was the
Chase Bank advanced the full amount of the deferred payment
works certificates which it acquired from contractors.

Senator JOHNSON. Exactly.
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Mr. WlLuA~as. And these certificates were converted into serial
certificates par for par. So answering your question directly, the
bank paid the Cuban Government par for the certificates which it
received, less the commission of 1 per cent of the $50.000,000, and
the conversion commission of 1.80.

Senator Joiixsox. Who received that commission?
Mr. AND.,soN. I can run right, through this account here, which

shows exactly what you are getting at. I think.
Senator JoHNsoN. What I am getting at is this, gentlemen. There

is no secret about it. With its left hand the bank makes a loant to
a South American countr-vI an not. speaking of your institution
particlularly-this bank mlaking a loan with its left hand to a South
American country gives it over to its right hand, which con.titutes
an investment trust, which thereupon proceeds to do what is essential
in the loan and the like? Is that the way the business was done An

this Cuban loan?
Mr. ANDERsON. I would not say exactly that.
Senator JOHNsO . Well, I will ca ll the method something else.

Call my hands niy feet. We might get at it in that fashion.
Mr. ANDERsON. Well. I Call show you just how this transaction

was handled front the time the bank signed the contract.
Senator JOHNSON. Vely well. 1 will'not interrupt you.
Mr. ANDERSON. This l;urehase group which I spoke of included

the Chase National Bank, 131/ per cent interest; Chase Securities
Corporation, 131 per cent interest: Blair & Co. (Inc.). 264/1 per
cent interest; the Equitable Trust Co. of New York. 26-3f per cent
interest; Continental National Co.. 20 per cent interest. 'lhat was
the purchase group.

The I per cent commission on the $50.000.000. or the anounut of
$500,000, after deduction of $125.000 for expenses-the remaining
amount being $375,000-was distributed to this group on the basis
0, their interest in that group. So that on that transaction the
Chase Bank received $50.000 and Chase Securities Corporation re-
,:eived the same amount, $50,000. The other participants received
th $275,000 remaining, in proportion to their interest. In other
words. Blair & Co. (Inc.) would have received 26-/% per cent. That,
is the originating Vommission.

Senator JoHNso,;. You are taking the originating commission.
Where did the bonds go?

Mr. ANDsERSON. Now of those deferred payment works certificates
$20.000.000 were converted into serial certificates and offered to the
public. That first offering was in October, 1928. This purchase
,,romp that I have spoken of purchased at 98.20, which is par less
the 1.80 commission. $10,000.000 of 51% per cent serial certificates.
of which $6.250.000 were due December 31. 1931. and $3.750.000 on
June 30, 1932. This purchase group sold those certificates to it
.elling group at a price of 98,.

The CHAIRMAN. What is that? 983/t?
Mr'. ANDERSON. 983j. The purchase group therefore had a gross

spread on that $10.000.000 of 0.55 per cent, or $55,000. That is their
,gross spread between their purchase price and the price at which
they turned them ovemr to the selling group.

cwmatoi .loJxsoN. Yes. Who wemre the selling group?
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Mr. A.Nmwso.N. The selling group in this case was composed of
336 banks and dealers throughout the country.

Senator Jonxsox. Yes?
Mr. ANDERSON. After deducting the usual expenses of distribution.

which amounted to approximately $37.200. the net profit of the
purchase group 'was al)proximately $17.00. ()n the basis of their
respective participations in this group. ('hase Seeurities Corpora-
tion received $2,374.72 and the chasee Batik received a net profit
in that purchase group of this same amount. *2.374.72. The other
participants received their proportionate in tere'st of this $17,800
that was left to be distributed.

Now the selling groul), which was managed b" Ciase Securities
Corporation, Blair & Co. (Inc.). Equitable l'rist Co., and (on-
tinental National Co., consisted of al)proxiinatelv 336 banks and
dealers throughout the United States. This group' offered the serial
certificates to the public tit 943,, which gave the members of this
selling group a se in compensation of 1 per cent. They bought
them at 9834 and sold them at 993%4. So the participants in that
group received a 1 per cent commission. Out of that 1 per cent.
one-fourth of 1 per cent was reallowable to dealers, banks, invest-
inent companies, insurance companies. al other institutions of like
character, which is the usual practice in distributing securities.

The Chase Securities ('orporation wa allotted s-750,000 of the
certificates for their New York office. and had $1.125.000 for their
London office.

In the selling of these certificatess ('hase Setulrities Corporation
realized a loss of $4,417.50: that is. they took these bonds down
to sell, and between the time they took them down and the time
they finally distributed then the'niarkets had probably fallen off
so what they sold them at was less than what they bought them at.

Senator JoHNso. Have you got. any on hand? '

Mr. Axiwniso-. Yes. That was in the record this morning.
Senator ,JixsoN. Yes: that was in the record this morning.
The ('IIIR.MAN. Let me see if I understand it. There was 4.35

between the price of the purchase and for what it was ultiuiiately
sold ?

Mr. ANDmwtSoN. That is another operation. [r. (hai rtan. That
is the third operation. This one that I am speaking of-

The CHAIRMAN. Just a moment. First there was 1 per cent. and
then 1.80 per cent, and 0.55 per cent. and now this one is 1 per cent?
That makes 4.35 total?

Mr. ANDERSO-. Well, the total is 1.80.
The C.IAIIMtANX. Well, that is 1.8.
Mr. ANDERSON. Yes. That is the gross spread.
The CILRMn.-x. That is the first
Mr. A'NDE sO'N. That is the gross spread.
The ('CIIRMA-N. Well, then, this would be 3.35.
Mr. AnDERsoN. The actual coml)ensation-there was I per cent

paid on the $50,000,000, which covered the whole $50.000.000.
The CHAIRMAN. Yes.
Mr. ANDERsoN. That is not taken into consideration on these

$20,000.000 which were issue(l to the public. These were a part of
that total amount of $50,000,000. Now, just what I was arriving
at here is the break-up of that 1.80, which is the-
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The ('I,\nth.x. elli you will give just what tlt- spread is from
the time of the purla,'e prive it until the time it was sold to the
ultimate consumer?

Mr. ANDERSON. I have already given that here on this 1.80 split up
there. They were bought at 98.20.

The CHAIRMAN. Bought at 98.20; yes.
Mr. ANDERSON. And they were sold at 9934.
The CHAIRMAN. That is, sold to the first-
Mr. ANDERSON. Sold to the public.
The CHAIRMAN. Sold to the public?
Mr. ANDE soN. They were sold to the first grotip at 9834.
The CHAIRtAMN. In other worls. there was .55-
Mr. ANDERSOx. That is the .55.
The CHAIRMAN. Yes; that is what I wanted to get at.
Mr. ANDERSON. Then the Chase Securities Corporation received

$7,625 selling compensation for account of the New York office,
and $11,250 for account of the London office. out of which $6,575
was paid out in re-allowances. Chase Securities Corporation there-
fore received a net selling compensation of $12,300.

Senator JohiNso. What do you mean by " re-allowances "?
Mr. AmN Rso.N. That is the one-fourth I'spoke of. When you sell

to an institution you allow thieni one-fourth of your 1 per cent
compensation.

Senator JoHNsox. Well. the regular course of business is for the
contract to be made by the part icutlar banking house that deals with
the foreign government? Then it makes up a stepi-up price to a
small coterie who constitute the first syndicate?

Mr. ANDERSON. It might not IK- a step-up price. It might be theoiial l)rice.

enator JojNsoN. It might be. but the testimony taken here in
nearly every instance indicate.. there wais a step-ulp rice. It might
be possible that there would not be. I can recognize that.

Mr. SCHM IIDLAPP. In this (0tiban financing there was not a step-up.
Senator JOHNSON. Well, there was in part of it?
Mr. SciOmiDLAPp. Not on the formation of the original group.
Mr. AiDEsoN. In distributing there is a step-up?
Mr. SCHMIDLAPP. In distributing there is a step-up.
Senator JoHxsox. Yes.
The CHAIRMAN. That is where I thought the error occurred, Sen-

ator, when I asked the question. I thought there was also that
stel)p-l) that y'ou .poke of. hut lie says now there was not.

Senator Joh.Nso.N. In the last isste of bonds that you were dealing
with over there, all of then have not yet been issued, have they?

Mr. SCu r. r.'-. No. There are stili 40,000,000 of them unissued.
Senator ,JUIsoX. Where are they?
Mr. SC 1MIDL.APP. Thiye are in the treasury of the Cuban Govern-

llient.
'Mr. WIIl I.\Ms. "I'hev have not been executed yet. They are in

the possession of the bank-note company.
Senator JojtNsoN. Thev are in the possession of whom.
.1r. WILLIAMS. Of th bank-note company that prepared them.
Senator JoHNsoN. In fli possession of tlme bank-note company;

they have not been Irinted ?
Mfr. WILLmMs. TI 1y haVe beeli ligraveil. lint ]lot exe('uted.
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Senator ,h,.NsoN. Are there any of them that are being utilized,
so far as you are aware, at all ?

Mr. WILLAMS. No.
Senator JoHNsoN. Any of then being pledged
Mr. WILLIAMS. No.
Mr. SCI'IMIDLAPP. They are not executed.
Mr. WILLTAMIM9. Under the terms of the Cuban (overmnent they

were to hold these reserves of $40,000,000 of b,l~d. iii their own
portfolio, and as an(1 when issued to apply the pI','Peds to th'.
$20,000.000 credit.

Senator JOHiNSO.,. Exactly. Have you copies of the agreements
that were mode with the Cuban Government?

Mr. SCUMIDL,\PP. Yes.
Senator JOHNSON. Will you produce them. please, for the record?
Mr. ANDERSON. There is the first one. There is the second.
Mr. WILLIA3IS. There was an agreement amending that one. You

ought to have that, too.

Mr. ANjDERsoN. That is an amendment to tihe first one. There is
the second one. And there is the third one.

Senator JoHNSON. I ask, Mr. Chairman, that these be inserted in
the record as the agreements entered into between the Chase Bank
and the Cuban Government.

The CHAIRMAN. Without objection they may be so inserted.
Would you like these returned to you?

Mr. ANDERSON. We would appreciate it if. when you are through
with them, they might be returned to us.

Senator JOHNSON. They are photostatic copies.
Mr. ANDERSON. The first two are photostatic copies; the others

are printed copies.
(The following agreements are here printed in the record in full:

Agreement dated February 19, 1927; agreement dated May 31,
1928; supplemental agreement dated June 22, 1928; agreement dated
February 26, 1930, and agreement dated March 5. 1931.)

Vo. 142 A9OWENT

In the city of Habana, Republic of Cuba, on the 19th day of February, 1927,
before mae, Dr. Conrado Ascanio y Suarez, notary public of the college and
district of this city, of which I am a resident, and In which I have an office
open in the building No. 128 Perfecto Lacoste Street, in the presence of the
witnesses, Messrs. - and -, residents of this city, without disquali-
fication to act as such, appear in tht, Presidential Palace, were I have been
requested to constitute myself.

Dr. Enrique Hernandez y Cartaya, the secretary of treasury of the Republic,
of legal age, married, lawyer, native of the Province of Habana, and resident
of this city, in the building without number, Eleventh Street, between H ant I,
borough of Vedado;

Dr. Carlos Miguel de Cespedes y Ortiz, secretary of public works of the
Republic, of legal age. married, lawyer. intive of the Province of Matanzas,
and a resident of this city lit the building No. 33 O'Reilly Street, actually
Presidente Zaynas.

Mr. Mario Selglie y Martlnez, of legal age, married, banker, native of the
Province of Santa Clara, an(d a resident of tlhi. city. it the bulldhc No. S6
Agular Street.

I, the notary. certify to being acquainted with the parties who aPpear, awl
to berg inforied by their declarations of Llir ovclmtions and Iresidenlt.s.
nothing to ihe contrary being knoWn to ine.

Dr. Enrique Hernandez y Cartaya and Dr. (arlos miguel de vespledes y
Ortiz appear in this act In the name and in representative of the Itepillile of
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Cuba, and in their respective characters of secretary of treasury and secretary
of public works, which high offices they at present respectively fill. iiinder and
in pursuance of powers and authority conferred upon them by executive decree
No. 2033 of the national executive, dated the 30th day of December, 1926,
and published In the Gaceta Oflcial on the 4th day of January, 1927. to all
of which I, the notary, certify.

Mr. Mario Selglie appears in this act in the name and in representation
of. and in his character of attorney in fact of the bank, called in Eglish,
"The chasee National ihonk of the ('ity of New York," and in Spanish -El
Bunco Nacional Chase de it Ciudad de Nueva York," a national banking asso-
ciation organized and existing under and in accordance with the laws ot' the
United States of America, with its principal office in the city and State of
New York, United States of America, and a branch office in this city, estab-
lishing such character by the special power of attorney executed in the city of
New York, United States of America, on the 24th day of January of thi present
year, before the notary, Mr. Thomas R. Strahan, of the city, county, and Slate
of New York, United States of America, which, duly legalized by the consul
general of the Republic of Cuba in said city of New York and by the depart-
ment of state of this nation, will be attached at the end of the present instru-
ment, the appearer assuring me under his strictest responsibility that said
public document has not been revoked, suspended, or limited in any manner
whatever and is now in full force and effect.

The appearing parties assure me, the iiitary, tlat they are ill tile full eljoy-
ment aud exercise of their respective civil rights, aid I, tilt notary. lild theni
with the legal capacity necessary for the execution of this agreement.

EXPiiOSITION

The exponents, Drs. V'artaya and C'espedes, state as follows:
1. The national executive, in discharge of the duty imposed upon him by

the public works law of July 15, 1925, to endeavor to cause the public works
of greatest importance or necessity to lie constructed within a period of four
years, has determined, by executive decree No. 1338, dated August 23, 1926,
that the central highway should lie coiistrueied, and ill order to make this
possible within the limitations of the public works law, the national Executive,
pursuant to and in exercise of the powers tind authority conferred upon hint
by the public works law to adopt the system or method of procedure considered
by him to be most efficacious for the purpose of cosirilting the public works.
by said executive decree No. 1338, authorized the board of award to receive
proposals relative to the financing of part of the cost thereof on a basis to
bring such cost within the calculated revenues of the spechil fund for public
works created by sail law, and charged the secretary of public works with the
execution of such decree.

2. The secretary of lildih works, lifting ip ItlrsilllC' of executive degree
No. 1728, by official Invitation. invited proposals for financing linyments to the
contractors for work comnileted under the construction contracts up to, an
aggregate principal aniount of $10,000.40, and the Chhase National Bank, ,if the
city of New York, in response to said invitation and complying with tile condl-
tions thereof, submitted its proposal to the secretary of public works, dated
the 30th day o1 November, 1926, to finance such payments up to sail maximum
aggregate principal amount.

3. The national executive, acting in pursuance of the authority conferred
upon him by the constitution and laws of the republic, by executive decree
No. 203, dated the 30th of December, 1926, and published In the Gaceta Oflelal
on the 4th day of January, 1927, awarded to said bank the financing of pay-
ments to the contractors for work completed under their construction contracts
up to a maximum aggregate principal amount of $10,000,000, under the terms
and conditions of said proposal, as explained by the bank, and of said decree.
The National executive by said decree charged the secretary of treasury and
the secretary of public works with the execution thereof.

The appearers, in representation of their respective principals, In order more
clearly to establish the rights and obligations of the parties, proceed to exe-
cute and formalize this agreement under the terms and conditions expressed
in the following articles, In accordance with the terms and conditions of said
proposal of the bank, as explained, anl of said decree of the national executive.
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ISSUE AND REGISTRATION OF CERTIFICATES

ArILE: 1. The Republic of Cuba (hereinafter called the Iepublic) may issue
and deliver Lo contractors constructing the central highway, under contracts
entered into between them and the republic in conformity with said law,
deferred payment work certificates (hereinafter called certificates) up to but
not exceeding $10,A000 aggregate principal amount, for work completed hy
such contractors uder and in accordance with their respective construction
contracts and accepted by the republic. Such certificates may lie issued and
delivered to the contractors during the period beginning July 1, 1927, and ending
June 30. 1930, whenever and in such principal amounts, within said limit, as
the republic shill consider necessary or advisable in the execution of such
contracts.

ART. 2. The certificates and tihe indorsemnents thereon shall be in sub.
stantially the following forms, with all blanks properly completed, to wit:

R EPUBLIC OF CU.BA )EP.ARTM ENT OF PULIC WORKs DE.in:IhRED PAYMENT WORK
('EmTIFICATE

General plan of public works.-Law of July 15. 1925.

Work of contract dated - (if - , 19-. Contractor
Statement of work number -. Total of work (lone covered by this certifi-
cate up to the - of - , 19--. Amount . Items - . Class of
work -. Contract price - dollars - cents. Total amount -.
Amount of 10 per cent retained under contract . Amount difference in
favor of the contractor -. Net amount of the work executed covered by
this certificate, the form of payment of which is regulated by contract of

-under article 10 of the public works law -.
I certily that the present liquidation is a true statement of work done accord-

ing to this certificate, up to the day of measurement -, 19--, and according
to the prices and conditions stipulated in the contract, the net amount of work
done Is as Stated. - of -, 19-.

Contractor.
Examined and approved.

Chief En!lineer.

Issue(] to -, contractor, under contract executed between the Republic
and such contractor before notary, -. on the day of -, 19-,
under No. - , for work completed and accepted in construction of

Dated - , 19-. Due - , 19-.
The Republic of Cuba (hereinafter called the Republic) certifies that the

amount for work completed by such contractor covered by this certificate under
the contract above described, according to determination made on this date,
and accepted by the Republic, Is the principal amount of - dollars, the
payment of wtvleh shall le effected by the Republic during the fiscal year
1930-S1.

The Chase National Bank of the city of New York (hereinafter called the
bank), under the terms and subject to the conditions of the agreement executed
between the Republic and the bank before the notary, Conrado Ascanilo y Suarez,
on the - day of - , 19--. under No. --. will pay to the contractor
above named the principal amount of this certificate. without discount, upon
the execution by such contractor of the assignment hereof and the registration
of such assignment by the secretary of treasury or his authorized representative,
in the forms Indorsed hereon, and the delivery hereof to the bank at its branch
office in the city of Habana.

The Republic will repay to the bank. a. registered assignee and In subrogation
to the rights of such contractor, or on its order, on the - day of -,
193-, the principal aniount of this certificate. in official gold coin of or equal
to the standard of weight and fineness as It existed on the 30th day of December,
1926, and will pay interest thereon, in like gold coin, semiannually on the 30th
day of June and the 31st day of December in each year, at the rate of 6
per cent per annum from the date of such payment by the bank to said
contractor (such payment and the date thereof to be conclusively proved by
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the assignment receipt executed by said contractor and registered by the ,ere-
tary of the treasury in the form indorsed hereon) until repayment of such
prIincipal amount. Such principal and interest are payable at the principal
office of the bank in the Borough of Manhattan, city and State of New York,
or, at the option of the Republic. at the branch office of the bank in the city
of Hlabana, in which latter event the Republic in each instance will pay, In
addition, the atiount of any tax then established by or within the Republic,
which shall be payable by the bank upon or in connection with the transfer
of the amounts so paid to New York City.

This certificate is issued as provided in and is entitled to the benefits of the
-ibove.m , I loned agreement between the Republic and the bank, to which ref-

erence is made for a further statcmtnt of the nature of the security and of tile
ternis and conditions upon which this certificate is issued, received, assigned,
and held.

As provided in said agreement, this certificate, when assigned and registered
as herein and thereon provided. represents and constitutes the irrevocable and
Incontestable contract obligation of the Republic to pay the principal amount
hereof and interest thereon to such registered assignee or on its order, as
and when due in accordance with the terns hereof and of said agreement and
in the manner herein and therein provided, without right of reduction or con-
terclalin for any reason whatsoever, such payments being secured, in the case of
the prinipal amount hereof and the Interest thereon, by a first preferential right
to 9) per cent of the normal revenues, estimated at $18,000,000 according to
decree 1338 of 1M20. to le derived from the taxes and economic resources
specified in Articles XII to XIX, both inclusive, for the period fixed in Article
XX of the public works law of July 15, 1925, In the fiscal year, beginning July 1,
1930, and the same preferential right in the subsequent fiscal years of the
10-year period specified it said law, to the extent necessary, until the payment
in full of such principal and interest, and in the case of the installments of
interest accruing in each fiscal year of the intervening period ending June 30,
1930, by a first preferential right to the necessary part of the estimated normal
revenues to be derived In each such intervening year.

This certificate is not assignable or transferable by the contractor above
named, except to the bank for its payment in cash as provided herein and in
said agreement, and, if assigned, transferred, pledged, or otherwise disposed
of by said contractor to any other person or entity, this certificate and all
rights under it shall thereby become without value or effect.

This certificate shall not be valid or obligatory for any purpose or entitled
to any benefit or security under said agreement until It shall have been signed
on behalf of the Republic by its secretary of public works and registered by
the secretary of the treasury or his duly authorized representative.

In witness whereof and in the name of the Republic of Cuba, I issue this
certificate signed by mte its secretary of public works and affix the seal (if my
deparlinent. this -- day of . 19-.

REPrULIC OF CUBA.
By
Secretary of Public Work..

[Folin of registirtiol|]

This certificate, issued under agreement between tlit- Republic of Cuba and
the Chase National Bank. of the city of New York, has been registered in the
department (if treasury this --- day of --. 19--, at folio - of the
corresponding register, registration No. -.

Secretary of Treasurl.
By

Duly authorizedd Represcntalire.

I Form of receipt and aszzignment by contractor]

The undersigned, being the contractor named In the within certificate, In con-
sideration of the principal aniount thereof pald without any discount on the
(late hereof by the Chase National lank, of the city of New York. receipt
whereof Is acknowledged, hereby irrevocably assigns and transfers the within
certificate to said bank. but without right of recourse against the und-irsiuned.
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and by this assignment subrogates said bank to all rights and interests of the
undersigned in and under said certificate.

Dated the - day -, 19-.
Contractor.

By

The foregoing assignment is registered in the department of the treasury
this - day of - , 19--, at folio -- of the corresponding register,
registration No.

Secretary of the Treasury,
By

Dtuy Authorized Rcprc.ctat'v,.
AnT. 3. The certificates shall be numbered 1 anl consecutively upwards, and

shall lie executed In the name and on behalf (if the Republic by its secretary
of public works, on the basis of work, in accordance with measurements made,
completed by the contractors and accepted by the Republic under and In accord.
ance with contracts entered into between the Republic and such contractors in
conformity with the public works law for the construction of the centril high-
way, and shall thereupon be delivered to the secretary of treasury for regis-
tration. The secretary- of treasury or his duly authorized representative shall
then inscribe such certificates, registering each one in his department in tile
name of the contractor specified therein, and shall deliver them to the con.
tractors entitled thereto, for assignment by such contractors to the batik as
hereinafter provided. The certificates shall be issued in dupliate, and the
original, signed and registered as herein provided, shall be delivered to the
contractor, and the duplicate shall be delivered to the secretary of treasury
and kept in the records of his department. Only such of the certificates as
shall be registered as provided in this section shall be valld or obligatory for
any purpose, and such registration shall be conclusive evidence that the certifi-
cate so registered has been duly issued hereunder and may be assigned to the
bank as hereinafter provided.

The secretary of public works and the secretary of treasury, respectiely,
shall file with the bank at its branch office in the city of Habana, prior to the
issue of any of the certificates, specimens of their signatures; and the secre-
tary of treasury In like manner shall file the names and specimens of the
signatures of his representatives, who are duly authorized to act for him in
registering the certificates; and the bank shall be entitled to accept and act
upon any certificates signed and registered by such representatives of the
Republic until notified in writing of their resignation or of the revocation of
their authority.

AnT. 4. The certificates shall bear its their date of issue the date on which
they are signed by the secretary of public works. Hatch certificate shall mature
and be payable on the 30th day of ,XeIptember or 31st day of December, 1930,
on the 31st day of March or 30th day of June, 1931, as shall be determined
by the Republic at the time of the Issue thereof and c.xpressed in such certiti-
cate. The certificates shall hear Interest at the rate of 0 per ceit per annum
on the principal amounts thereof, from the re-pective dates on which the prin-
cipal amounts thereof are paid by the bank to the contractors named therein
until such principal amounts shall be repaid to the hank by the, Republic. The
date of payment by the bank of the principal amount of each certificate shall
be conclusively proved by the date of the assignment of such certificate executed
by the contractor named therein, in the form endorsed thereon. and registered
by the secretary of treasury or his authorized representative.

ASSIGNMENT OF CEr77FIOATES TO BANK AND PAYMENT OF PRINCIPAL AMOUNTS
THEREOP TO CONTRAUTOR8

Ani. 5. All the certificates shall necessarily be assigned aid delivered to the
bank, at its branch office in the city of Habana, by the contractors to wihom
they are respectively Issued but without any right of recourse by the bank
or any other person or entity against the contractors for the payment of the
principal or Interest of such certificates. Such assignment of each certificate
shall be effected by the contractor named therein executing the assignment
thereof in the form indorsed thereon and delivering such certificate to the
bank, and the bank shall thereupon become and be subrogated toall the rights
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and interests of the contractor under such certificate. The certificates shall
not be assignable or transferable by the contractors to whom they are issued,
except to the bank as herein and therein provided, and if any of the certifi-
cates shrnii be assigned, transferred, pledged or otherwise disposed of by the
contractor named therein to any other person or entity, then such certificate
shall thAereby become without value or effect.

Air. 6. The bank agrees with the Republic that, subject to compliance by the
Republic with the conditions of this agreement, it will pay to the contractors
name! in Cie respective certificates issued under and in accordance with this
agreement, upon the delivery thereof to the bank at its branch office in the city
of Hab'ia any time in business hours during the period ending June 30, 1960,
duly assigned by such contractor and registered by the secretary of treasury
or his authorized representative, the principal amounts of such certificates
without any discount up to but not exceeding in the aggregate $10,000.000.
which is hereby agreed upon as the total principal amount of deferred pay-
ment work certificates that the Republic will issue while this agreement is in
force, under contracts for the construction of public works authorized by the
public works law, except such deferred payment work certificates as may be
secured by the normal revenues to be derived in the fiscal years subsequent to
the fiscal year 1930--31 and which, by their terms and the terms of the agree-
ment under which they are issued. shulli be subject and subordinate to the
first preferential right to the payment of the principal and Interest of the
certificates issued under this agreement out of the necessary part of such reve-
nues. The bank shall be fully protected in relying upon the assignment of the
certificates when registered by the secretary of the treasury or his, authorized
representative as herein provided.

In so far as shall be practicable tie certificates will be Issued to the con-
tractors and will be assigned and delivered by them to the bank on the first
days of the month during said period. in principal amounts of $100,000 or mul-
tiples thereof, for convenience in keeping the accounts amd computing the
interest, and the secretary of public works will arrange to advise the bank
from time to time of the certificates about to be Issued and the principal
amounts thereof. at least five day- lrior to the Issue of such certificates, in
order that the bank may arrange ftir the transfer of any necessary funds from
its principal office In New York City to its branch office In Habana and thus
facilitate prompt payment of the principal amounts of such certificates to the
contractors.

For the purpose of facilitating the registration of the certificates In (Ile
names of the contractors and the registration of the assignments there, in
the name of the bank, the secretary of treasury will keep suitable re.istra-
tion books and will arrange to have a representative at the branch office of
the bank In the city of Habana. duly authorized to register the certificates
and the assignments thereof as and when presented for that purpose. The
bank agrees to provide suitable office facilities for such representatives at its
branch office, without charge to the Repnblic.

P.ATMENT OF CtMIFATi,Rs PY 17M EP"U ILC-SWUSITY

Aw'. 7. The Republic agrees that it will repay to the bank as regi.sered as-
signee and in subrogation to the rights of the contractors, or on its order. the
principal amounts of all certiflcates issued to contractors and assigned by such
contractors as herein provided, on the maturity dates specified in the respective
certificate.. In official gold coin of or equal to the standard of weight and
fineness as it existed on December .30. 1966. and that It will pay to the bank
Interest on the principal amounts the 30th day of June and the 81.t day of
December in each year. at the rate of 6 per cent per annum from the date or
dates on which the principal amounts of the respective certificates shall have
heen paid by the bank to the contractors named therein, which date or dates
shall he conclusively proved by the assignment and receipt executed by the
contractors and registered by or on behalf of the secretary of treasury In
the form Indorsed on the certificates, until the principal amounts thereof shall
he paid in full. Such prlniclpal and interest shall be paid by the Republic at
the principal office of the bank In the borough of Manhattan. city and State
of New York, or. at the option of the Republic, at the branch office of the bank
in the city of Habann. in which latter event the Republic shall pay in each
instance, in addition, the amount of any toy then established by or within the
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Republic which shall be payable by the bank upon or In connection with the
transfer of the amounts so paid to the city of New York.

ART. 8.-The Republic agrees that the certif.ates to be issued by it to the
contractors and assigned by such contraction to the bank as herein provided
shall represent ard constitute the irrevocable and incontestable contract obliga-
tions of the Republic to repay the amounts paid by the bark to the contractors
as evidenced thereby with interest, as and when thic In accordance with the
terms thereof and of this agreement and in the manner therein and herein
provided, subject to no offsets or counterclaims.

Am'. 9. The certificates issued by the Repubtlh to contractors and assigned
by such contractors to the bank, as herein provided, shall have and be entitled
to, and the Republic hereby creates and confers a first preferential right to
1)0 per cent of the normal revenues, estimated at $18,000.000 according to decree
1338 of 1926. to be derived from the taxes and economic resources specified in
Articles XII to XIX, both inclusive, for the period fixed in Article XX of the
public works law, In and during the fiscal year commencing July 1, 1930, and
ending June 30, 1931, and the same preferential right in each subsequent fiscal
year of the 10-year period specified in the public work law, to the extent
necessary, until the principal of and interest on all such certificates shall be
paid in full, as a special guaranty and security for the payment of such princi-
pal and interest as and when the same shall become due and payable In) accord-
ance with the terms thereof and of this agreement. The Republic also creates
and confers a preferential right to the necessary part of 90 per cent of the
estimated normal revenues to be derived in each fiscal year of the intervening
period, beginning on July 1, 1927, and ending on June 30, 1930, as a special
guaranty and security for the payment, as and when due. of the installments
of interest accruing in each such intervening year and for the payment of the
commission payable to the bank in each such year for its commitment and serv-
ices under this agreement. In order to give effect to such guaranty and security,
the Republic will set aside In a special account in each fiscal year, 90 per cent
of such revenues or the necessary part thereof as and when collected in such
year, until the amount so set aside shall equal the amount payable in each
year for principal or, as the case may be, for interest and/or commission, and
will apply the amount so set aside to the payment of said principal, interest.
and/or commission when and as the same shall be payable pursuant to the
terms of the certificates and the provisions of this agreement.

COMMISSIONS PAYAIBLE TO BANK

ABT. 10. As compensation for its commitment and services under this agree-
ment the bank shall receive from the Republic, and the Republic agrees to pay
to the bank, $100,000 at the time of the execution and delivery of this agree-
ment, $100,000 on the 1st day of July, 1928; $100.000 on the 1st day of July,
1929; and $100,000 on the 1st day of July, 1930, each payment to be made in
official gold coin of or equal to the standard of weight and fineness as it existed
on December 30, 1926.

MISEW"\NFOUS

AlIT. 11. For the purpose of keeping the bank informed of the co,mstructioil
contracts under which certificates may be issued to the contractors and assigned
to the bank, as contemplated in this agreement, the Republic agrees that as
any such contracts are awarded it will deliver to the bank a copy thereof.
certified by the secretary of public works.

AR T. 12. The bank will at all times keep complete and accurate records of
its operations under this agreement and the secretary of treasury or any person
designated for that purpose by him or by the President of the Republic shall
have access thereto at all times during the business hours of the bank.

ART. 13. Upon payment in full of the principal and Interest of all of the
certificates issued to the contractors and assigned to the bank as herein pro-
vided, at or after their respective dates of maturity, and of till aanunts to be
paid to the bank as compensation for its commitment and services hereunder,
and upon the performance by each party of their respective obligations here-
under, this agreement shall (-ease and tie ait an end, and ihe Republic and the
bank shall te released froth any further liability hereunder, but until so termi-
nated, this agreement shall be binding upon the respective parties hereto accord-
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ing to its terms ind( can he amended or supplemented only by tile writteu con-
sent of both parties. So long as this agreement shall be in effect the Rep~ublic
agrees that the taxes and economic resources established by the public works
law, the collection of which shall be necessary for compliance with tils agree-
ment, will remain in force and will lie collected its provided in said law.

ART. 14. All notarial charges and all taxes payable in connection with or its
a result of the execution of ihis agreement, with a certified copy thereof for
the secretary of treasury, another for the secretary of public works and
another for the Chase National Batik of the city of New York, shall be for the
account of and shall be pald by the Republic.

ART. 15. The parties hereto designate the city of Habana as the place where
all notifications, citations, and other Judicial auld extrajudicial notice eniantt-
ing from this agreement are to be served, and submit themselves to the Judges
and tribunals of the Republic in said city, the bank hereby expressly wiaiving
its own domicile.

ART. 16. Notices under this agreement from the bank to the Republic shall
bie addressed to the secretary of treasury and to secretary of public works
and shall be sufficiently given if sent by registered mail to the secretary of
treasury and the secretary of public works; notices from the Republic to the
bank shall be sufficiently given if signed by the secretary of treasury and the
secretary of public works and delivered to the ank at its branch office it, the
city of H-hai.

SEMU CITY FOR FAITHFUL PFIIFORMANCK

ART. 17. The appearer. Mr. Selglie, in representation of the bank, delivers
in this act to the secretary of public works its certified cashier's check for
$1,000,000 as security for the faithful performance by the bank of its obliga-
tions under this agreement, the receipt of which is hereby acknowledged by
the secretary of public works on behalf of the Republic, to which I, the notary
certify, and the secretary of public works returns in this act to said representa-
tive of the bank the certified cashier's check for $500,000 deposited by the
bank at the time of the submission of its proposal as hereinabove recited, thi,
receipt of which is acknowledged by said representative of the bank, to which
I, tile notary, also certify.

The bank shall have the right to recall and time Republic agrees to return
siuch security in the form deposited, pro rata as the bank shall pay the prin-
cipal amounts of the certificates to the contractors named in such certificates
tipon the assigninmnt thereof to the bank as herein provided, in the ratio of
$1,000 of security returned for each $10,000 principal amount of certificates paid
to the contractors; and on July 15, 1930, unless the bank slmll then he in
default hereunder, the entire balance, if any, (if such security in the form
deposited shall be returned to the blink.
The certified cashier's check delivered it. this act by the representative of

the bank to the secretary of public works shall not be collected for a period
of 30 days after the (date of the execution of this agreement, in order that
the bank at any tine during said period may substitute in its place, in whole
or in part, an equal principal amount of cash or bonds of the Republic.

It is also agreed that the bank shall have the right, at any tiwe after the
expiration of said 30-day period, to substitute in place of all or tny part of
the security then deposited hereunder, an equal principal amount of bonds of
the Republic. The bank. unless in default hereunder, shall have the right to
collect and receive all interest accruing upon any obligations deposited .by it
as security and the secretary of the treasury or secretary of public works, as
the ease may be, will delver to it the couponO for such interest as they sever-
ally niatur. or, if in registered form, without coupons, will deliver to the bnk
any orders nev.essanry for the collectiodi of such interest.

PAYMENT Ot FIRST INSTALLMENT OF COMMISSION

Aa. 18. The appearer, Mr. Seiglie, in representation of the bank, receives In
fhis act. to its entire satisfaction. from the hands of the secretary of treasury
of tile Republic, check for the slim of $100,000 in payinent of the first install-
ment of tit, coinprensillion for Its commitment and services as provided in
article 10 hireof. the receipt of which is acknowledged by said representative
of thp hank iII favor of thi Republih. to which I. fith, notary, certify.
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CONOLUSION

The appearers, Dr. Enrique Hernaudez y Cartaya and Dr. Carlos Miguel de
Cespedes y Ortiz, in their respective characters of secretary of treasury and
secretary of public works of the Republic, and Mr. Mario Selglie y Martinez
in his character of attorney in fact and in representation of the Chase National
Bank of the city of Now York, state that they accept on behalf of theIr
respective principals all (if the rights and tii'igationts contained in the foregoing
articles.

Thus they stated and declared in my presence and in the presence of the
witnesses above mentioned, who state that they are not legally disqualified to
act as such, nothing to the contrary being known to me.

1, the notary, gave to the parties appearing the pertinent legal admonitions
and they stated that they were fully advised of the same.

I, the notary, certify that I know the appearers, their occupations and resi-
dences; that they have stated all that is contained in this document; and I have
Informed them and the witnesoes of their right to read it themselves and
they renounced such right; that I have read it to them in its entirety at their
request; and that being in accord with the contents thereof the appearers
ratified the same in behalf of their respective principals and signed together
with the witnesses.

Signatures of parties, witnesses, -tnd notary follow.

No. 99.-Dm No. 63 oF THEu PuuLIo WORKS DEPARTMENT-

In the city of Habana, this 31st dtay of May, 1928.
Before me, Dr. Regino Truffin y Perez de Abren, lawyer anI notary public

of the district and associations of this capital, with residence lheroin.
Appear: Dr. Santiago Gutierrez de Cells y de la Cruz, native of San Cris-

tobal, Province of Pinar del Rio, of lawful age, married, lawyer, Secretary (if
the Treasury of this Republic, and resident of this capital, at No. 263 Banus
Street, in the borough of Vedado.

Dr. Carlos Miguel de Cespedes y Ortiz, native tif Matanzas, secretary of public
works of this Republic and resident of this capital, at No. 33 Presidente Zayas
Street.

And Mr. Jose Emilio Obregon y Bianco, of lawful age, married, banker,
native, and resident of this city, at No. SO Agular Street.

PERSONALITIES

Dr:-. Santiago Guiterrez de Cells y de la Crtnz and Carlos Miguel do Cespedes
y Orti2 are parties hereto in the name and representation of the Republic of
Cuba, and in their respective characters of secretary of the treasury and sec-
retary of public works, respectively, by virtue of and in conformity with the
authorization conferred on them by presidential decree No. 497 of April 13 last,
published in the Official Gazette of this Republic on the 17th of said month,
to which I certify, as also that both parties are now in the possession and
exercise of their respective offices, by virtue whereof they are parties hereto;
and

Mr. Jose Emilio Obregon y Blanco is a party hereto in the name and in
representation, and in his character of delegate attorney-in-fact of the Chase
National Bank of the city of New York, in Spanish "banco National Chase de
la Ciudad de Nueva York," which is a banking corporation organized and
existing in accordance with the laws of the United States of America, with
office In this capital, making use of the power of attorney which said corpora-
tion conferred on Mr. William Ignacious Quealy, on June 30, 1027, before
Notary Public John F. Brosnan, of the city of New York, the original whereof,
duly legalized, and with Its translation Into Spanish, was protocolized before
my colleague, Dr. Conrado Ascanlo y Sa urez, on August 22. 1927, under
No. 672, which power of attorney was integrally delegated by the sald
William Ignaclous Quealy in favor of the party hereto, Mr. Jose Emilio Obregon
y Blanco, by means of another notarial document executed before the said
notary Ascanlo y Suarez, on the 1st lay of December, 1D27, under No.
700, which. power of attorney I am assured by the said party hereto, Mr.
Obregon, who binds himself to thtt effect, has not been revoked, suspended,
or limited in any manner, and contains ample powers for the execitloi (f
this document.
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They assure me they are In the full enjoyment and exercise of their civil

rights, have in my Judgment the legal capacity necessary for the execution of
this document, and they state:

First. That the Chief Executive, in the performance of the dutie. Imposed
on him by the law of public works, of July 15, 1925, to arrange for construc-
tion of the public works of greatest importance or necessity, within a period
of four years, specified among those, by Executive Decree No. 1338, of August
23, 1926, the central highway, and by notarial document No. 69, of January 18,
1926, the construction of the capitol, and in order to make this possible within
the limitations of the law of public works, the Chief Executive, in fulfillment
and exercise of the faculties and authorizations conferred on him by the law
of public works, to adopt the system or method of procedure which is most
efficacious for the purpose of constructing the said public works, by his afore-
said Executive Decree No. 1338 authorized the board of awards to receive pro
posals for the financing thereof, oi the basis of limiting the cost thereof to the
estimated revenues of the special public works fund, created by said law, and
charged by the secretary of public works with the execution of said decree.

Second. That the secretary of the public works, proceeding II conforilty
with Executive Decree No. 1728, by olficial call, asked for proposals for the.
financing of the payments due to the contractors for work completed in ac-
cordance with their construction contracts. up to a total principal amount of
$10,000,000, and the Chase National Bunk of the city of New York, in response
to spid request and complying with the conditions thereof, submitted its pro-
posal to the Secretary of Public Works, on November 30, 1926, for the financing
of said payments, up to the said maximum amount of principal.

Third. That the Chief Executive, proceeding in conformity with the authority
duly conferred on him by the Constitution and the laws of the Republic, by
Executive Decree No. 2033, dated December 30, 1926, and published in the Off-
clud Gazette of January 4, 1927, awarded to the Chase National Bank of the
city of New York the financing of the payments to the contractors, for work
completed by virtue of their construction contract, tip to a maximum total as
to principal of $10,000,000 on the terms and conditions of said proposal, and in
which decree the chief executive charged the Secretary of the Treasury and
the Secretary of Public Works with the execution thereof, and by reason
thereof, the said two secretaries and the lawful representative of the Chase
National Bank of the city of New York, in order to formally conclude the con-
tract in a legal manner and to establish with greater clearness the rights and
obligations of the parties, executed before notary Dr. Conrado Ascanlo y Suarez,
under date of February 19, 1927, under serial No. 43, the proper public notarial
document, which contains the stipulations of that agreement, in accordance
with the terms and conditions of the said proposal of said bank, as supplemented
and explained in the said decree of the chief executive.

Fourth. That this same desire of the government to speed up and expedite
the work on the central biighway, has always extended to other works of great
Importance which are under way, among them being that of construction of the
capitol or congressional palace, in this city; and the contract referred to in the
preceding clause being under execution, as a result of the activity indicated,
and the desire of the present administration not to further delay the termina-
tion of the capitol, or congressional palace, the chief executive, under date of
April 3 of the present year, issued decree No. 497, previously referred to, pub-
lished in the Official Gazette of this Republic, on the 17th of said month, In
explanation of the one dated December 30. 1926. No. 2033, in the sense that
the award to the Cluse National Bank of the city of New York, of the financ-
ing of the work of construction of the central highway. for the payment of
certificates of work. deferred or subrogated, would be only for the sum og
$5,000,000, and that said bank would undertake the financing also of the work
of construction of the capitol or congressional palace, to a maximum limit of
$5,000,000, in like form and as a charge to the normal estimated revenues of
the special public works fund, and all of the foregoing subject to the stipula-
tions of the aforesaid notarial document No. 143, executed before notary
Dr. Conrado Ascanlo y Suarez, of this city, on February 19, 1927, which di-
vision has been accepted by all the central highway contractors, ps is shown
by a document executed before the undersigned notary and in his files. on the
10th of the present month of May, under No. 83 in series.

Fifth. That, the division referred to In the said decree No. 497 having
been accepted by the central highway contractors, and the only ones Interested
In the matter in question being said contractor, the Cuamn Govrnment. and
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the Chase National Bank Oif the city of New York, the representative of said
banking institution declares, for his.part. that lie expressly accepts tile said
division, for all lawful Imrposes. and by virtue thereof the flnncing of tile
aforesaid $10,000,000, agreed upol, will hi, divided, without other alteration,
half and half between the work of the central highway and that of the capitol
or congressional palace, that is to say. in tile proportion of $5,000,000 for tie
first of the said works and tile other $5,000,000 for the second of said works,
all under the same compacts and conditions contained in the said notarial
document No. 143, executed before Ascanlo y Suaroz, on Februiary .19, 1927,
which compacts and stipulations are ratified and considered as here re-
produced, for all lawful purposes, without it being understood tim\t tile rights
•itid obligations imposed on each party iii that document are modified or

ovated In any manner whatsoever.
All tile parties, in their characters as indicated, add:
Sixth. That insofart as respectively converns them, they accept tile preselit

notarial document, for all lawful purposes.
Seventh. That all the expenses and fees caused by the present document,

with a certified copy for tile Secretary of the Treasury, another for the
department of public works, and another for tile Chase National Ilank of
the city of New York, shall be for account and charge of the Repulic (f
('ula and shall be paid for by the latter.

ElgIghth. That they designate this city as the pihwe for the service of aill
ntOtificatios, citations, and other judichil and extrajudicial steps to which
tills notarial document may give rise, and they submit thiniselves to the
judges and trbunals thereof, the :hase National Btnk of the city of Newv
York expressly waiving its legal right of domicile, if otherwise.

I, the Notary, orally gave the parties tile pertinent legal advice.
Witnesses are Enrique Varona y Itodriguez and loprenzo Salhldrigas y

lieredia, of lawful age, residents of thils city, and withmt legal exception to
acting as such.

Thus the parties execute, in their respective cltractll's. ill tny presence
and iii that of the itforesaid witness-es.

1. tile notary, certify to acquiltlltnce with the pilrties, their occupation
'lnd domicile; that they made tilt a tllt(t-iint contained it tlt' present doctt-
meatnt that I read it to them. llxcause ,of their waiver. integrally and at a
single sitting: and that being in conformity with its contents the parties
ratify it and sign it with the witnesses.

To all of which I certify. (Errata follows.) Santiago Gutierrez de Dells.
4'. M. ('espedes, J. E. ()bregon, Enrique 4'. Val'omi. Lorenzo Saladrigas, Itegino
Truffin. There Is a marginal note which states: Note: On this date I issued
a copy In seven sheets for the Chase National Bank, on which I affixed in
National revenue stanips (sic) which I canceled

Habana, May 31, 1928.
Attest:

TRUFFIN.

It agrees with its original which. under the No. 99 in series with which it is
headed. is it the general current tile of tile notarial office in my charge, to
whh I have compared it. Anid for the Department of Public Works. I issue
tills copy, in seven sheets. under my seal. having tade note of tile Issuance
thereof on the margin of Its matriz, Haban, on the date of its execution.

No. 114. SUYPPLEMENTAL AoBF[EMENT BETWEEN IREPUnIC OF (111.. AND THE CHASE
NATIONAL BANK OF TH' CITY OF NEW YORK. DATn .TTNE. 22, 1928, RIfrATINo
TO FINANCING PAYMENTS TO CONTRACTORs UNDER PUBLIC WoaKs LAW

In the city of Habana, Republic of Cuba, on the 22d day of June, 1928,
before tie, Dr. Regino Truffin y Pervz de Abreu, counsellor at lav and notary
public of tile district and college of tills capital, of which I am a resident,
and in which I have my office at Nos. 76 anl 78 Cuba Street, appear in tile
presidential palace, where I have been requested to constitute myself:

Dr. Sr. Santiago Gutlerrez de Cells y de It Cruz, Secretary of Treasury of
the Republic of Cuba. of legal age. married, lawyer, native of the Province
of Pillar del Rio, tint] a resident of tills city at No. 23 Baflos Street, borough
of Vedado;

Dr. Carlos Mlguel de Cespedes y Ortiz, Secretary of Public Works of tile
Republic of Cuba, of legal age. ntnrrled, lawyer, native of the Province of
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Matanzas, and a resident of this city, at No. 33 Presidente Zayas (formerly
O'Reilly) Street; and

Mr. Jose Emilio Obregon y Blanco, of legal age, married, banker, and a
native and resident of this city, at No. 86 Agular Street.

I, the notary, certify to being acquainted with the parties who appear,
and to being informed by their declarations of their occupations and residences,
nothing to the contrary being known to me.

Dr. Santiago Gutierrez de Cells y do la Cruz and Dr. Carlos Miguel de
Cespedes y Ortiz appear in this act in the name and in representation of the
Republic of Cuba (hereinafter called the Republic) and in their respective
capacities as Secretary of Treasury and Secretary of Public Works, which high
offices they at present respectively hold, under and In pursuance of powers
and authorities conferred upon theta by executive decree No. 849 of the na-
tional executive, dated the 31st day of May, 1928, and published In the Gaceta
Official on the 1st day of June, 1928, to all of which I, the notary, certify.

Mr. Jose Emilio Obregon y Blanco appears in this act in the name and on
behalf of and in his character of attorney in fact of the bank, called in English,
"The Chase National Bank of the city of New York," and In Spanish, "El
Banco Naelonal Chase de la Ciudad de Neuva York" (hereafter called the
bank), a national banking association organized and existing under and in
accordance with the laws of the United States of America, with its principal
office In the city nnd State of New York, United States of America, and a
branch office in this city, establishing such character by the power of attorney
executed by the bank In favor of Mr. William Ignatius Quealy in the city of
New York, United States of America, on the 30th (lay of June, 1927, before
Mr. John F. Brosnan, notary public of the city, county, and State of New York,
United States of America, the original of which, duly legalized by the consul
general of the Republic of Cuba In said city of New York, and by the depart-
ment of state of this Republic, with its translation in Spanish, was protocolized
before the notary of this city, Dr. Conrado Ascanlo y Suarez, on the 22d day
of August of the same year, undeI' No. 572, which power was siubstituted in
its entirety by the sid Mr. William Ignatins. Quealy In favor of the appearer,
Mr. Jos(- Emilio Olregon y Blanco. by another deed executeld before said notary,
Dr. Conrado Ascanlo v Suarez, on the 1st day of December, 1927, under No. 700,
and Mr. Obregon, the appearer, assures me on his strictest responsibility that
said power of attorney and said ubstitution have not been revoked, suspended,
or limited in any manner whatsoever, paragraphs I and 2 thereof containing
powers sufficient for the execution of this instrument, which I literally quote
from a certified copy of said power that has been exhibited to me by the
appearer and which I return to him and I, the notary, certify that said clause
reads as follows:

"First. To maintain, conduct, and operate the branch bank of said bank,
now established in the city of Habana, Republic of Cuba, and to carry on its
business; to manage, control, and supervise sald branch bank and any other
branch banks which may now or hereafter be established by said bank In the
Republic of Cuba, and Its and their businesses, and all of said bank's properties,
real, personal, or mixed, In the Republic of Cuba; and in connection with, and
In fulfllinent of, any power conferred, to do and perform, or cause to be (lone
and performed, every act and thing necessary, appropriate or advisable to meet
and comply with the requirements and regulations of any public or governmental
authority constituted within the Republic of Cuba, for the establishment of said
bank's legal status in the Republic of Cuba, and for the obtaining of any and
all legal decrees of authorization that may be required by the laws of the
Republic of Cuba, or by the regulations or requirements of Its Government, or
of any department or subdivision thereof, or by any governmental or public
authority constituted therein, including specifically, but without limitation
upon the general powers conferred, the power to accept limitations, required
by the laws of the Republic of Cuba, upon the exercise in the Republic of Cuba
of any rights conferred on said bank by Its articles of association or by laws."

"Second. To negotiate vith the Republic of Cuba or with atny Province.
municipality, or other governmental department or subdivision thereof, and
Its and their officials and accredited representatives, and to conclude by con-
tract or otherwise any such negotiation, in regard to any matter affecting, or
in any connection with, said bank's legal status in the Republic of Cuba or
its business, or in regard to the loaning of money or granting of credit to, or

92928--32- 4---5
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the obtaining or acceptance of concessions or privileges of any sort from, said
Republic, Province, municipality, or other governmental department or sub.
division, and to perform any and all contracts or commitments so made."

The parties hereto assure me, the notary, that they are in the full enjoyment
and exercise of their respective civil rights, and I, the notary, find them with
the legal capacity necessary for the execution of this agreement.

EXPOSITION

The exponents, Drs. Gutlfrrez de C6lis and Cespedes, state as follows:
First. That the national executive, in discharge of the duties imposed upon

him by the public works iaw of July 15, 1925. to endeavor to cause the public
works of greatest importance or necessity to be constructed within a period
of four years, by executive decree No. 1338, dated August 23, 1921, authorized
the board of awards to receive proposals relative to the financing of the cost
of the central highway and other public works on a basis to bring such cost
within the calculated revenues of the special fund for public works created by
said law, and charged the Secretary of Public Works with the execution of
said decree, and that the Secretary of Public Works, acting in pursuance of
executive decree No. 1728, by official invitation, invited proposals for flnane.
Ing payments to the contractors for work completed under the construction
contracts up to an aggregate principal amount of $10,000,000, and the batik, in
response to said invitation and complying with the conditions thereof, sub-
mitted its proposal to the Secretary of Public Works, dated the 30th day of
November, 19'20, to finance such payments up to said maximum principal
amount.

Second. That the national executive, acting in pursuance of the authority
conferred upon him by the constitution and laws of the Republic, by executive
decree No. 1033, dated the 30th day of December, 1920, and published in the
Gaceta Oficial on the 4th day of January, 1927, awarded to the batik the financ-
ing of payments to the contractors for work completed under their construe.
tion contracts, up to a maximum aggregate principal amount of $10,000,000
under the terms and conditions of said proposal as explained by the bank and
of said decree, and by public document executed on the 19th day of February,
1927, before the notary, Dr. Conrado Ascanio y Suarez, under No. 143, the
Republic and the bank entered into an agreement which established in favor
of the Republic a credit limited to the principal amount of $10,000,000 and
conferred upon the Republic the right to issue and deliver to contractors cola-
structing the said central highway under contracts entered into between then
and the Republic in conformity with such public work law, deferred payment
work certificates (hereinafter called the work certificates) up to but not
exceeding $10,000,000, aggregate principal amount for work completed by such
contractors under and it accordance with their respective construction con-
tracts and accepted by the Republic, and obligated the bank, subject to the
terms of said agreement, to pay to the ontractors named in the respective work
certificates issued under and in accordance with said agreement, upon the
assignment thereof to the bank, at its branch office in the city of Hlabana, at
any time during the period ending June 30th, 1930, duly as-signed by such
contractor and registered by the Secretary of Treasury or his authorized
representative, the principal amount of such work certificates without any
discount up to but not exceeding in the aggregate $10,000,000 and further
obligated the Republic to repay to the batik. its registered assignee of the
work certificates ont( in subrogation to the rights of the contractors, or on its
order, the principal amount of all work certificates issued to contraetor.s and
assigned by such contractors to the bank as in said agreement provided, on the
maturity date specified in the respective work certificates, in official gold coin
of or equal to the standard of weight and fineness as it existed on December
30, 1926, and to pay to the batik interest oni the principal amounts represented
by the work certificates on the 30th day of June and the 31st day of December
in each year at the rate of 6 per cent ier annum front the date or dates ott
which the principal amounts of the respective work certificates had been pai(
by the bank to the contractors named therein; that, in conformity with tite
decree of the national executive No. 497, dtted the 13th (lay of April, 1928. and
published in the Gaceta Oflcial on the 17th day of April, 1928, said agreement
of February 19, 1927, was amended by a public document executed before the
notary, Dr. Regino Truffin y Perez d( Abreu, on the 31st (lay of May, 1928.
under No. 99 of order, so as to provide for the division and application of
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the $10,000,000 credit equally as between the central highway and the con-
gressional palace, and the agreement of February 19, 1927, as so amended, is
hereinafter referred to as the existing agreement.

Third. That inI order to expedite the completion of the public works already
contracted for under the general plan of the public works law, and the execu-
tion of other public works of the greatest importance or necessity authorized
by sahl law, and in order to provide for the immediate payment to the con-
struetion contractors for work completed before the collection of the revenues
dedicated by said law to such paynn!t, the Republic, by invitation, dated April
28, 1928, of the Secretary of the Treasury. duly authorized by resolution of
the cabinet, invited banking institutions doing their business in this capital,
or their principal offices abroad, to submit proposals to the Republic for
financing such payments to the colntrtt(ors In annuount s aggregating not less
than $4,000,(KJ, nor more than $50,0,000, on the ternis and conditions which
they might consider applicable.

Fourth. That the bank, in response to said Invitation and complying witi the
conditions thereof, submitted its proposal dated the 12th day of May, 1928, to
the Secretary of the Treasury and the Secretary of Public Works, to convert
the above-mentioned limited credit of $10,000,000 as established by the existing
agreement into a revolving credit, so as to make available to the Republic from
time to time, prior to July 1. 193). as it might require, the total sum of
$60,000,000, including said existing credit of $1.0Ot0,0011. for the purpose of
financing the payments to contraclors for work completed before tile collection
of the revenues, through the acquisition by the bank of work certiilcates issued
to the contractors from time to time, without limitation as to any particular
public works authorized by the public works law or as to any particular con-
tractor, tnd the conversion of such work certificates into an equal principal
amount of public works 5 per cent serial certificates of the Republic (herein-
after described and hereinafter called serial certificates) of the character
described in said lrOlosll.

Fifth. That the national executive, acting InI pursuaIce of tile power and
authority conferred upoii hint by time eonstitutioni a id laws of tim Re)ublic,
111Htut [lie fav, 'abl ri-liort of thle St'ittlries of Trasury and Public Works,
by ext'it ive det-i'et No. 819. dI tid Ow 31st lay of May. 1112N. mtlld published in
te G(aceta Olicial on the 1st day of June. 192.1;. acecepled said proposition of

the bank, as explained and amended by i!, and charged the Secrenaries of Treas-
ury and Public Works with the execution thereof.

The parties ireto, iII representation of their respective principals, ill order
to supplement the existing agreement, and more clearly to establish the rights
atnd obligations of the parties, proceed to execute and formalize this supple-
mental agreement under the terms and conditions hereinafter expressed, in
accordance with tite tetriis and( collitits of said propostil of tile bank as
explained and amended by it, and of said decree of the national executive, and
state:

Sixth. That the existing credit as established by the existing agreement,
which is united to $10.000,000 principal amount of work certificates issued
and to be issued to the contractors for work completed anI accepted under
their resl)ective contracts for the construction of ti central highway and tle
congressional palace, Is hereby converted into a revolving credit so that. in-
cluding such existing credit (if $10,000.000 as part of tie total amount, there
shall lie available to tile Repultlic from time to tine prior to July 1, 193). as it
may require, for the liurtie of financing Immediate payments to the contractors
for work conllted aid acitedt before the collection of the revenues, sums
allounting ill tie aggregate i tile total amount of $60,000,000, in ti manner
and upon the terms and tm.ditllu. set forth in the following articles:

ARITICLE 1. The work certilcates, wh'h under the existing agr(.eeent are
limited to work completed and accepted in the construction of the central
highway and the congressional place, may also be Issued on the sane l)asis to
contractors for work completed and accepted under contracts for the con-
struction of the central highway, atid the congressional palace and any of tile
other public works authorized hy the public-works law, as the Republic may
desire, and in such proportionate amounts as between the various public work,;
and contractors as it may determine. All the work certificates shall be issued
InI the form and have the maturity or maturities stipulated in the existing
agreement, and shall be issued, assigned, delivered, and registered InI accord.
alice with tihe terms, conditions, atid forlnalities therein provided, except that,
upon this agreement becoming effective as provided InI article 23 hereof, the
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rate of Interest borne by the work certificates, including those already issued
and those Issued hereafter, shall l)e reduced from 6 per cent to 51/, per cent
per annum. The total amount of work certificates issued, assigned to, and held
by the bank shall not at any one time exceed $10.000,000 in the aggregate, and
whenever the work certificates assigned to the bank ind held by It shall
amount to $10,000,000, the Republic shall not Ie entitled to issue and the hank
shall not be obligated to acquire any additional work certificates until by
reason of the conversion of work certificates into the public works 5%/ per
cent serial certificates of the Republic as provided In article 2 hereof, the total
amount of work certificates outstanding and held by the bank shall be reduced
below $10,000,000. The bank agrees, upon this agreement becoming effective
as provided in article 23 hereof, to submit to the Secretary of the Treasury of
the Republic the work certificates theretofore issued and assigned to and held
by the bank for the purpose of having indorsed thereon by said secretary or
by his duly authorized representative a legend in substantially the following
form:

The rate of Interest payable on the within deferred-payment work certificate
has been reduced from 6 per cent per annum to 5% per cent per annum in ac-
cordance with the supplemental agreement between the Republic of Cuba and
the Chase National Bank of the City of New York, dated the 22d day of Julie,
1928.

(For tile Secretary of the Treasury).

ART. 2. The lelublic ,:hall have the right at any time n11d from time to time
prior to July 1. 1930, by written notice signed by the Secretary of the Treasury
and delivered to the batik at its branch office In the city of Iabana, whenever
the work certificates theretofore assigned to and then hell by the bank shall
amount to $10,000,000, to require the bank to present, and the bank agrees that
within five days after the receipt of smuch notice it will present, to tie Secre-
tary of the Treasury of the Republic wiirk certificates theretofore assigned to
and then held by the bank, in even thousand-dollar lots of not less than $2,500.-
000 principal amount, for conversion into a like principal amoutit of the serial
certificates. The bank shall also have the right at its option at any time and
from time to time, without any such requirement on the part of the Republic,
to present to the Secretary of the Treasury work certificates aggregating $1,000
or any multiple thereof, for simultaneous conversion into a like principal
amount of the serial certificates. When work certificates shall thus be pre-
sented to the Secretary of the Treasury for conversion, said secretary shall
issue and deliver to the batik in exchange therefor and upon surrender thereof,
an equal principal amount of the serial certificates, and the work certificates
so presented and surrendered shall be canceled. The total principal amount
of work certificates, however, which the Government may require the bank to
present for converslun, plus the total principal amount thereof previously con-
verted by the bank at its own option, shall not exceed the aggregate amount of
$50,000,00, which represents the total amount of the credit under this agree-
ment that is additional to the existing credit of $10,000,000.

AaRT. 3. Whenever prior to Jily 1, 1930, the work certificates assigned to and
held by the bank shall be less thanl the principal amount of $10,000,000, or as
the result of conversions into si-rial certificates they shall be reduced below that
principal amount, the Republic itay issue to the construction contractorss and
the bank shall acquire by assignment from them additional work certificates, on
the basis now established in tile existing agreement, niodified as to rate of
interest as above provided In article 1, until the amount of work certificates
assigned to anti held by the batik shall be again brought up to $10,000,000.
Thus the credit will revolve until up to July 1, 1930, or until in this manner,
prior to that date, there shall be Issued and outstanding $60,000,000 aggregate
principal amount of work certificates anti serial certificates, which is the limit
fixed by this agreement, including the existing credit of $10,000,000.

ART. 4. Upon any conversion of work certificates Into serial certificates,
whether on the requirement of the Republic or at the option of tite bank, there
shall be an appropriate adjustment of Interest as between the interest accrued
up to the time of such conversion on the work certificates converted and the
interest then accrued on the serial certificates delivered in exchange, so that the
serial certificates will thus bear interest from their date. On such interest ad.
Justment the bank shall pay to the Republic the attount, if any, by which the
interest accrued on the serial certificates so delivered shall exceed the interest
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accrued on the works certificates so converted, and the Republic shall pay to
the bank the amount, if any, by which the interest accrued on the works certif-
icates so converted shall exceed the interest accrued ol the serial certificates so
delivered.

ART. 5. The work certificates, as-provided in the existing agreement, shall
mature in the fiscal year beginning July 1, 13U, lnd ending June 30, 1931.
The maturities of the serial certificates issued on conversion of work certif-
icates shall always be adjusted on the issuance thereof so that the principal
amount of serial certificates a111d of outstanding unconverted work certificates,
falling dle iii any one year, will not exceed the aluount as prescribed in
article 6 for such year. The maturities of !he serial certificates deliverable on
ary such conversion, whether on the requirement of the Republic or at the
option of the bank, shmll lie such as iii the lopition of the banttk lllrket con.
ditions may require, within the limits as to maturlti-s in any one fiscal year
specified in said article.

Air. 6. The Secretary of the Treasury of tIhe lRepublic, in the name and on
behalf of the ltepublic, shall i.sue serial certificates from time to time as re-
quired to effect conversion of work certificates iii the manner und upon the
terms all! conditions of this agreement. The serial certificates shall be known
us the public works 5,2' iier cent serial certificates of the Republic. The aggre-
gate principal amount of the serial certificates which may be issued and out-
stmitlifg unler this agreement shall never lit any one linle exceed $t0,0W),000.
The serial certilicates shill be iszled il denominations of Mtl) each and the
serial certilicates of the same maturity shall be niuniliertd 1 and consecutively
upwards. They shall le dated ,lintry 1 or .lfly 1 of the year in which thely
are issued, shall hear Interest lit tile rate of 51, Ier cent per annum front their
respective dates, iayalde stntlimillully on Jllne 3 1 aa1d Illecenalher 31 ini each
year, shall have maturity (intes its hereintfter specified, and shall be payable,
both uIs to prillf-llal 11 lid ilter,.t. il gold coin of or- eolual to the standard of
weight and finenesl s of United States of America gold c ln. existing at the dates
of the respliecve certificates, lit the principal office of the bank, it the Borough
(if M3anlattaln, city and State of New York. United States of America, or lit the
option of tile holder, at its branch office In tile city of Ilbalia, from funds
pro% ided by the Republic, as lierehmifter il this aiticle provided. All such pay-
nmals shall Ihe made without deduction for and( free friin every kind of Cuban
taxation (whether State, provnclal, or municipal) now existing or which may
hereafter exist. li order to attend to such paymnenbt. s and wlii due, the
1ltblic will deli.sit with the ballk lit its brli:h office in the city if ha lianta,
in suttli goldil, at least five days beo(i e stich all ils are due and payable,
the aniounts reqJuired respectively for the payment of the seinainnual interest
and tile lirlcilml Idue tn the serial cert locates then outstanding. Tie Republic
will alsi pay to the Iaiik the anoufnts required to reitbhurse it for the actual
flnd necessary i'xpelise of transioittilg .sch iollOlits or' tile necessary part
thereof to till- city Ifl New York, in order to attend to the layme nt of the prin.
eiial (if anld Interest on tit(. serial certfiiates at the principal office of the bank
ill sai city. sill'h reifli)iurselent to lie mltade fCro1 timle to t tli, oni written
request of the bank iin(l (iit delivery to the secretary or the trealslry of it state-
ment by tit( Iltk oif stuch matIu tln li'dessa 'r" ex lenses. Tliv' serial cerifi'ates
shall lie isslaldie with t II 'rlies im fillionts (if each latnity. asi fiollow's

A. Replresenting the addiiivil credi tinder tihis :wreeinieit

1ate oi* uiitulltllriv : Amount i)tl t, f .Ilo luilyt : Anaiunt
I lov. 311, 19:11 .. . . 11;, :2511. (J!)0 JItle( 30q. 93-1| -----. .. $6|, 251t. 000t

.it. 31). 1032 -------- 6 . :2.50. 00 1 le. 31. 1934- .. - , - 250, 0110
)Ie. 31, t:2.... ___ 1t. (10(1 Junile 3o1. 1935 -------- 6. 2514"1. 009

June 30. 1933 ------ 6. 2501, 001!-
Ileec. :11, 11 ..33 .-------- , 2.if, (ji10 Total ..----- 50, 0:1. 00

B. Representitng the existing credit under file existlug igreiient
When $50,0o,00 aggregate prneinil amount of serial eertilleateZ witli the

foregoing imlturlties ll%*e liven issued. there \'ill reillill lie existing credit (of
$10,00l1,1100 established ilder Ile existing uigreen ll. (' Itc 'llet ly, it lly
time after July 1, 1931, or after ally date (ioll tiio .11 tl 1. 19301 whlit seril
certificates aggregating $50,(W),M0{I with the foregoing maturities have been
issued, serial certificates up to) but not exceeding $10,4(10,(0I0 siall ibe issuable,
at the option of the baink, lit exchange for and ulll conversion ofi a like pi'in-
cipal amount of unconverted 'ork certificates then assigned to and held by the

I
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bank and/or assigned to it thereafter but prior to July 1, 1930, with maturities
as follows:
Date of maturity: Amount

Dec. 31, 1930 ----------------------------------------------- $5,000,000
June 30, 1931 ---------------------------------------------- 5,000,000

Total ---------------------------------------------------- 10,000,00
ArT. 7. The .eriui certificates shall be in coupon forn, shall be layable to

bearer adl(l together with the coupons annexed thereto and the bank's (ounlter-
signature for iuthentication to be en(brsed therein shall be in the Spanish and
in tile English language.

, buth texts cotistituting a 41ngle instrument only, the
English text controllii: in case of any variation. .lie serial certificates shall
indicate by appropriate reference to this agreement that througfli te Lssuanee
thereof in exchange ior a like principal 'tinount of work eertiflvates they have
been issued to 1rol'vi',o for imitkiiiv ilain" Iat( l iyiiit'li{t to cointr'ac.tors for work
completed under lb public works. law be',ire fl-' re.oilp by till- Itepuldb' in
subsequent years to' the r'\vellu from lh tax, and ecoionle resources created
by said law, and lwy inay contain sttci provisions. .pecificatilols, .(b'scriptive
words, and recital.. id may have such legend, endorsed thereon, not inconsist-
ent with the provisions of this agrenent. is may be required to comply with
the rules of any qtock exchange, or to (onforn to u:. age in respect thereof.
The text of the serial certiflv-z.s to be sued as herein provided and of the
Coupons to ,o' aftoe'!u, there.ti. as well as tit' bank'.,4 countersignatur, fr
iuthenticatlio to he indorsed thereon, sh:l be substait Ially as follows. all
blanks to be appropirlately completed prior to the issue of the -4'criai ertifeate s:

[Form of serial certillate]
No -- --. $1.000.

PtII[JC WORKS 51 PER CENT SERIAL CI1RTIFICATE

Dated --------.- Due -----------

The Republic of Cuba (hereinafter called thit, Republic), for value received
in the form hereinafter stated, will pay to the bearer on the ---- day of
- -, 193... the principal sum of $1,000 and interest on such principal

sum from the date hereof at the rate of 5'/, per cent per annum, semiannually
on June 30, and December 31, in each year, until such principal sum shall have
been paid, but as to the instalments of interest accruing at or prior to maturity
of said principal sum, only upon presentation and surrender of the respective
coupons therefor hereto attached. Such principal stun and interest instalments,
when respectively due, will be paid, at the option of the bearer, either at the
principal office of the Chase National Bank of the City of New York, in the
Borough of Manhattan, city of New York, United States of America. or at the
branch office of said bank in the city of Havana, Republic of Cuba, in gold
coin of or equivalent to the present standard of weight and fineness of United
States of America gold coin, without deduction for and free from every kind of
Cuba taxation (whether State, Provincial, or municipal) now existing or which
may hereafter exist.

This certificate Is one of the public works 5 per cent serial certificates of
the Republic of Cuba of varying maturities not later than June 30, 1935, limited
to the aggregate principal amount of $60,000,000 at any one time outstanding,
all issued or to be issued under and secured by the agreement dated June 22,
1928, made between the Republic of Cuba and the Chase National Bank of the
City of New York undr the authority of the public vorks law of July 15, 1925,
and duly submitted to and ratified and approved by the Congress of the Republic
of Cuba, in exchange for and on conversion of a like principal amount of de-
ferred payment work certificates issued by the Republic to provide for making
immediate payments to contractors for construction work completed by them
and accepted by the Republic under said public works law, before the receipt
by the Republic in subsequent years of the revenues from the taxes established
by said law, to which agreement and law reference is hereby made for a fur.
ther statement of the nature and extent of the security and the rights of the
holders of the certificates. This and tile other certificates of the several serial
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maturities represent and constitute the irrevocable and incontestable contract
obligations of the Republic in accordance with said agreement to pay the prin.
eipal thereof and the interest thereon, when due, without right of reduction
or counterclaim, and are not callable for redemption prior to their respective
dates of maturity.

This certificate is not valid or negotiable until countersigned for authentlca-
tion by the Chase National Bank of the City of New York.

This certificate Is executed in behalf of the Republic by the manual signature
of the Secretary of the Treasury, and the coupons are executed in like behalf
by imprinting thereon a facsimile of such manual signature.

Tiz Spanish text and the English text of this certificate are counterparts
cotisituting together a single instrument only, the English text controlling in
case of any variation.

Dated -------- , 192--.
FoR TIl REPUBLIC OF CUBA,

Secretary of the Trea.Nury.
Countersigned for authentication.

THE CHASE NATIONAL BANK OF TIIE CITY OF NEw YORK,
B y ---------------------

(Ffrn of interest couponl

No.
On the day of - , 19--, the Republic of Cuba, as provided in

the helow-nmentioned certificate, will pay to bearer $ -- gold elsi of or
equivalent to the United States ,,f America standard of weight and fineness
txistiiig at tie (late of said certificate, free of all ('ubali toxes in tile llroirgll
of Manhattan, city and. State of New York, United States of America, at the
principal office therein of the Chase National Bank, of the city of New York,
or, ni the option of the bearer, in the city of llalmana, Republic of Cuba, at tile
branch (office therein of said batik, being six niontlis' interest then due on its
plablic works 5!'. per cent serial certificate No. due -, 193--.

FOR TIlE ItrTr'nLc o CUBA.

Secretary of the Treasury.
(Here follows Spanish form of certificate and coupon.)

ART. 8. Tiln serial certifleates shall Ibe executed oi behalf of tile Republic
l-y thle lt nll signature of the secretary of the treasury and the coupons
shall be executed Ill like behalf by inlmrinting tlter'eon a facsillile of such
manual signature. The serial (,ertfleates shall be counitersigned by the hank
for authentication, and only such serial certificates as shall be authenticated
by such countersignature shall be valid or negotiable or entitled to any of the
benefits or security afforded by this agreement, but such authentication by the
batik of iny such serial certificate shall be conclusive evidence that tile holder
thereof is entitled to the benefits and security hereby afforded.

ART. 9. The definitive serial certificates, if requested by the bank, shall be
prepared at tile expense of the Republic in formu to meet the requirements of
the New York Stock Exchange for listing thereon. Pending the preparation
of definitive serial certificates, the secretary of the treasury may issue teil.
porary serial certificates payable to bearer and exchangeable for definitive
serhil certificates when prepare(], of the denomination of $1,000 or any multiple
thereof and with or without coupons, substantially in tile forin set forth in
article 7 and executed and authenticatedt as provided ill article 8 of this
agreement.

ART. 10. In case any of the serial certificates shall at any tinle become nluti-
lated or be destroyed or lost, a new serial certificate or certificates of like
amount, tenor, and date, and bearing the same number, shalll he Issued accord-
hig to law by the secretary of the treasury, and the batik shall authenticate
the smti e by Its countersignature, for delivery in exchange for, and upon can-.
cellation of, tile serial certificate or serial certificates so mutilated al(l Its
or their coupons, or in lieu of the serial certificate or serial certificates so
destroyed or lost and Its or their coupons, but, in the case of destroyed or lost
serial certificates, only upon the receipt by the seuretary of the treasury and
the bank of evidence satisfactory to each of them that such serial certificates
were destroyed or lost and upon receipt also of guarantees satisfactory to each
of them in their discretion.
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ART. 11. The serial certificates shall represent and constitute the uncondi.
tional and incontestable contract obligations of the Republic to pay to thl
bearer thereof tle principal amounts thereof at the dates of maturity specified
therein with interest thereon front their respective dates at the rate of 5V
per ceitt per annum in accordaniuce with the terms thereof and of this agreement
without reduction or counterclaim.

ART. 12. The work certificates issued by the Republic to contractors and
assigned by such contractors to and held by the bank, as provided in the
existing agreement, until converted into serial certificates as in this agreement
provided, and the serial certificates issued on the conversion of the work cer-
tificates as provided in this agreement, shall have and be entitled to, and shall
be secured by, and the Republic hereby creates and confers, a first preferential
right to 90 per cent of the normal estimated revenues to be derived from the
taxes and economic resources specified in Articles XII to XIX, both in-
clusive, of the public-works law, in and during the fiscal year commencing July
1, 1930, and ending Junte 30, 1931, and the same preferential right in each
subsequent fiscal year of the 10-year period specified in the plblic-works lav
as the same now exists. until thn principal of and interest iin all such work
certificates and ill such serial certificates shall be paid in full, as a special
guaranty atid security for the payment of such principal and interest as and
when the same shall become due and payable in accordanc, with the terms
thereof and of the existing agreement and of this agreement. The Republic
also creates and confers it first preferential right to the necessary part of
90 per cent of the normal estimated revenues to be derived in each fiscal year
of the intervenig period prior to July 1, 1930, as a special guaranty and
security for the payment as and when due of the instalnents of interest on
such work certificates :tnd such serial certificates accruing in such intervening
year, and for the lanment of the commissions or compensation payable to the
batik in each suich year under the terms of the existing agreement and of this
agreement for its coiniltnent and services thereunder and hereunder. In
order to give effect to such guaranty and security the Republic will set aside
itn a special account in each fiscal year 90 per cent of such revenues or the
necessary part thereof as and when collected in such year until the amount so
set aside sholl equal the amount payable in each year, for principal or, as the
ease may be, for interest and/or commissions or compensation, and will apply
the amount so set aside to the payment of said principal, interest, and/or com-
missions or compensation when and as the same shall be payable pursuant to
the ternis oif the work certificates aid the serial certificates and the pro-
visions of the existing agreement attd this agreement.

ART. 13. In order that the amounts becoming due it any fiscal year for prin-
cipal of and interest on such unconverted work certificates and otn such serial
certificates shall not exceed an antount equal to 90 per cent of the estimated
normal revenues to be received it that year, the Secretary (of the Treasury
shall deliver to the Batik, at the time of the conversion of any of the work
certificates into serial certificates on the requirement of the Republic, as
provided in article 2 lierof, and as a condition of such conversion, ati oflieitl
estimate, on the basis of tile revenues actually collected for the 12 months period
immediately preceding, that 90 ler cent of the estimated iornal revenues to
be received it the fiscal year it which the serial certificates to be issued on
such conversion nature, will lie sufficient to provide for the payment of the
principal of nd interest on the serial certificates maturiig in that year, in-
cluding those then to be Issued, anid the interest payable in that year ot all
work certificates and serial certificates then outstanding but mnturing as to
principal in subsequent year.,.

Ai T. 14. The Republic irrevocably authorizes the bank to pay out of the
futids delivered to it by the Republic for such purpose. as lro'iled in article 6,
the Interest accruing oti the serial certilicates from time to time to the bearers
of the coupons appertaining thereto upon the presentation atid surrender of
such coupotins, and the principal of the serial certificates when payable under
the provisions thereof at maturity to the bearers of the serial certificates on
presentation and surrender thereof. Upon the payment of the serial certifi-
cates and of the coupons appertaining thereto, as In this agreement provided,
the same shall be cancelled by the bank and delivered to the Republic on its
written request, and the obligation of the Republic in respect of such serial
certificates and such coupons shall be that extent be extinguished, and such
serial certificates shall not be reissued.
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ART. 15. So long as the existing agreement and this agreement shall be In
effect, the Republic covenants and agrees that the taxes and economic resources
established by the public works law, the collection of which shall be necessary
for compliance with the existing agreement and this agreement, will remain in
force and shall be collected as provided in said law. The Republic further
covenants and agrees that, so long as any of the work certificates issued under
the existing agreement or serial certificates Issued under this agreement shall be
outstanding, it will not issue any deferred payment work certificates or other
obligations secured by the normal revenues to be produced from the taxes and
econmfle resources established by Articles XII to XIX, both inclusive, of the
public works law, as such law now exists, except the work certificates and serial
certificates issued under the existing agreement and this agreement.

ART. 16. The bank will at all times keep complete and accurate records of
its operations under the existing itgreement and this agreement, and the secre.
tary of the treasury or any person designated for that purpose by him or by
the President of the Republic shall have access thereto at all times during the
business hours of the bank.

ART. 17. Upon payment in full when due of the principal of and interest
on all the unconverted work certificates and the serial certificates, and of all
amounts to be paid to the bank as commissions or compensation for its com-
mitment and services under the existing agreement and this agreement, and
upon the performance by each party of their respective obligations thereunder
and hereunder, the existing agreement and this agreement shall cease and be
at an end, and the Republic and the bank shall be released from any further
liability under said agreements, but until so terminated the existing agreement
and this agreement shall be binding upon the respective parties hereto, accord-
Ing to their term, and can be amended or supplemented only by the written
consint of both parties.

ART. 18. The Republic will furnish to the bank whenever requested by the
bank, full statistical Information regarding collections from the taxes mentioned
or referred to in article 12 of this agreement, and full information regarding
the deposits of such taxes in the special account mentioned therein.

A4T. 19. All notarial charges and all taxes payable in connection with or
as the result of the execution of this agreement, with a certified copy thereof
for the secretary of the treasury, another for the secretary of public works,
and another for the bank, shall be for the account of and shall be paid by the
Republi,.

ART. 20. The parties hereto designate the city of Habana as the place where
Pll notifications, citations, and other Judicial and extra judicial notices emanating
from this agreement are to be served, and submit themselves to the judges and
tribunals of the Republic in sa1(i city, the bank herihy expressly waiving its
own domicile.

A T. 21. Notices under this agreement from the bank to the Republic shall
be addressed to the secretary of the treasury or to the secretary of public
works, and shall be sufficiently given if sent by registered mail to the secretary
of the treasury or the secretary of public works; notices from the Republic
to the bank shall be sufficiently given if signed by the secretary of tile treasury
or the s(fretary of public works and sent by registered mail to the bank at Its
branch office in the city of Habana.

ART. 22. The balance of the compensation payable to the bank for its com.
mitment and services under the existing agreement Is not to be disturbed and
shall be paid by the Republic in the instalments and on the dates as now pro-
vided in the existing agreement. The bank shall receive and the Republic
agrees to pay, as compensation for the ad(llitional commitment and services
of the bank under and in accordance with this agreement--

(a) An amount equal to 1 per cent on $50,000.0 principal amount of serial
certificates representing the additional credit extended by this agreement,
which shall be payable forthwith upon this agreement becoming effective as
provided in article 23; and

(b) An additional amount equal to 1.80 per cent (if tie l)rincipal amount
of work certificates converted into serial certificates up to but not exceeding
$50,000,000 principal amount of such certificates, which shall be payable at
the time of each such conversion on the principal amount of work certificates
then converted.

When $50,000,000 principal amount of work certificates shall have been
converted into a like principal amount of serial certificates, as provided in this
agreement, no charge shall be made or payable upon the conversion of the
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remaining $10,000,000 principal amount of work certificates then held by tli.
bank and/or assigned to it thereafter but prior to July 1, 1930, since such coii-
version corresponds to the existing credit extended by the existing agreement
and is governed by the coinmislsons or compensation payable to the bank under
the terms of the existing agreement.

ART. 23. In consideration of the importance of the transaction, it Is the
purpose of the national executive to submit this agreement to the congress
during Its present session, in accordance with the the provisions of Article
XXIII of the public works law, inasmuch as it involves the distribution and
application of revenues front the taxes and economic resources established by
said law, and to request that it be ratitied antl approved by the congress. Con.
sequently, it is understood that this agreement shall become and be binding and
effective between the parties hereto as soon as it shall be ratified and approved
by appropriate action of the congress for its full legal effect and that, in the
meantime, this agreement shtll not modify or change in any respect any of the
terms or provisions of the existing agreement. It Is expected that the congress
will be able to pass upon the matter with due consideration to the interests of
the Republic before the end iot the present sesli during the renainder of the
present ionth ending June :1.t, 1928. If the present session of the congress
shall extend be.%ond, or shall come to anl end on or before said date without
taking action upon this agreement, it is understood that, in view (if the necessiy
on the part of the bank of completing forthwith its arrangements for carrying
out its obligations under this agreement, the bank shall have the ,right by
written notice to tht national executive to determine whether and for what
period or periods after the entd of tie present month such time may be extended.

AR. 24. Thn existing agreement as antdnhled ani supplemented by this agree-
ment, upon this agrevneilt Ihcomuing effective tas provided iln article 23 but not
otherwise, is iIT'by rltitied and voifirined for its fall legal effects.

CON CLUSION

The parties hereto, I)r. Santiano Gutierrez de Celis y de la Cruz and Dr.
Carlos Miguel de t'e 1edes y Ortiz. in the respective characters of Secretary
of the Treasury and Secretary of Public Works of the Republic, and Mr. Jos6
Emilio OhregCmn y Blanco, in his character of attorney in fact in repre.en-
tation of the Chase National Batik of the city of New York, state that they
accept on behalf of their respective principals, all of the rights and obliga-
tions contained in the foregoing provisions and articles. Thus they stated and
declared, iii my preseence and in the presence of the witnesses who state that
they are not legally (isqualified to act as such. nothing to the contrary being
known to ile.

I, the notary, gave to the part .o appearing, the pertinent legai admlonitions,
and they stated that they were fully advised of the same.

I, the notary, certify that the appearers have stated all that Is contained in
this document; that I have infornd tha and the witness of the right to
read It themselves and they renoutted such right ; that I have read it to them
in its entirety at their request; and that, being in accord with the contents
thereof, the appearers ratified the sante in behalf of their re.-pective principals
and signed together with the witnesses.

The witnesses are Messrs. General Gerardo Machado y Morales and Attorney
Jesus Maria Barraque y Adue, residents of this city, of legal age, anti without
disqualification to act as such as they declare.

To all of which as well as to knowing the parties hereto and the witnesses
and being informed of their occupations itd re.sidences, I certify. [Ilcre follow
correction,,: Santiago Gutierrez de Cells. C. 3. Cespedes. J. E. Obregrin.
Gerardo Machado. J. M. I1arraque. lIegino Truilln, Rubrivated.]

No. 34

AoREzMENT BETWEEN TIlE REIUBLIC OF CUBA AND THE CllASE NATIONAL BANK OF
THE CITY OF NEw YORK, DATED FEBRUARY '26, 1930, IN RESPEOT OF THE ISSUIC
OF PUBLIC WORKS 5 PER CENT GOLD BONDS OF THE RFPUBIC OF CUBA

In the city of Hlabana, Republic of Cuba, on time 26th day of February, 1930.
Before me, Dr. Oscar A. Montero y Beldnrrain, attorney at law and notary

public of the district and college of this capital, of which I am a resident,
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and in which I have my office at No. 71 Agular Street, appear In the presidential
palace where I have been requested to constitute myself:

Dr. Mario Ruiz Mesa, Secretary of the Treasury of the Republic of Cuba,
of legal age, married, lawyer, native of the Province Of Santa Clara, Cuban
citizen, and a resident of this city,.at No. 180 H Street, borough of Medina;

Dr. Carlos Miguel de Cespedes y Ortiz, Secretary of Public Works of the
Republic of Cuba, of legal age, married, lawyer, native of the Province of
Matanzas, Cuban citizen, and a resident of this city, at No. 33 Presidente Zayas
formerly O'Reilly) Street; and

Mr. Josd Emilio Obreg6a y Blanco, of legal age, married, banker, Cuban
citizen, native find resident of this city, at No. 86 Agular Street.

I, the notary, certify to being acquainted with the parties who appear, and
to being informed by their declarations of their occupations and residences,
nothing to the contrary being known to me.

Dr. Mario Ruiz Mesa anti Dr. Carlos Miguel de Cesped.s y Ortiz. in their
respective capacities of Secretary of the Treasury and Secretary of Public
Works, which high office they at present respectively hold, appear iii this act,.
i the name and in representation of tilt, Republic of Cuba (hereinafter called
the Republic). under and in pursuance of power and authority confterred upon
thnt'n by Executive Decree No. 189 of the National Executive. dated the 10th
day (of February, 1930, and published in the Offikial Gazette on the same day,
to all of which I. the notary, certify.

Mr. Jos(6 Emilio Obreg6n y Blanco appears in this fact in the itlin and oin
bihalf of and ill his 'haraiter of attorney in fact of the bank. called in English
"The 'hase Natiittal Bank of lat- City of New York." aind iln Slinish, "El
Blnclo Nacional Cliite Iii Ili Clidad de Nueva York" (hereinlfter called the
tllk), a national batikitig association organiiz'd ani existing under and in
iti-i'ribiic'e with the laws of the United States of Americ.a. with its principal
police in the city and State of New York. United State,, of America. and a
braIIch olle ill this city, establishing .-nvh character 11y tilt, power of attorney
'xet'utled by the bank itt favor tof Mr. William Iginacious otlealy in the city of

New York, Ulited S.tates of Amerl a. oll the :lt day of Julie, 1927, before
3Ir. Jol F. Bro.snan, niotary public it' th ity, ciiint.v. 111(1 State of New York,
United States of America, the original of which duly legalized by the consul
general of the Republic of Ciuta ill said city Of New York and by the Iepart-
meit oif State of this lRepublic, with it-, translail ili ".l"anish. was prot,,lvize
before the notary o' this city, Dr. (0'oarado Ascanio y Suaiez, on I he 22d day
Of Augiust of the stll;e year. inder No. 572. which ipoiwer wasubstituted Il its
elitirety by the sahl Mr. William Iginacious Quealy in favor of the appearer,
Mr. Josc. Enlillo Obreg6n y Blatico. bly antllier deed executed before said
ilOtllry. 1lt'. liral,. Ascanio y Suairez, oil the 1st day of )cc.enihi r, 11)27, tinder
No. T(H), flal M1r. Ohregon, tlie itpll'aIrer. alSsiucll0s le, oI Ills striclest res)llsi-

bility that sald Iio%%er (if attoitley and Sahl sulistittieti have not beel re'iked,
suspended. or Ihni ted iii any lliallei' whatsoever. paragr'alsl. first iiid seco tl
thereof Colntaillng lovers sllicielt f't lhe executiio II his instrument. which
I literally quote froin a certilled copy of said lower that lnv. been exhibited to
me by the ntpearer inild which I ret urn ti hint, an(I 1, tie noIary. cerlify that
said clllu es read a. follows:

" First. To inailtia in. (Otltui(t. awd op ,rate tlie brhlih banik (if stild ltiik. now
established ill the city ,f lHabania, Republic of Cubit. tnd to carry ont its btisl-
IsS; to llallnge. cotr ol. .ih stlpervise sail Id ralli tlitik altld any," otlier lit itch

banks which maly lnw or hiereaftet' lie cstablslld by siai hanik ili tlie Repulile
of Cubi.f and its taiI lheir bulsliti.es. and l i (if satd lbaik's tirolerli s. real,
personal. orl nlixed. Iil lhe liepullic of cuiiba ; oIiiil r lc .i-tll witlh. ,or Ii

fillllthlent of, ally liovt'r cotif'r'd. to do tind landper'orm. or cautse to lie doie i td
perfot'lmed. every fi't alld lhilig itecessitry. ltpp ropriilte. for tadvisabile I 1 It nle't
-aid comply with lhe requtirei ist ill rugulhtihis oif iiy pulic ii' govern-
nental autlrity cost ituted withiit tle Itelublic (I 'tliza. fr tilthe est tlill iitit
of said batik's legIl status in tile Rlielillc of 'li all(d fir t lile o1taiiiig of
tily liii all legal dl'ee.! ot fi ll n t low izl t toi h llay le rt' euiIil'd ty tile lws (if
tile Relltblic (if Cllba. or by li' teguhltioil, or reijitirenie i., of Its (iovertllltt
or of atly lepartient or subdlvisoii thereof or by ainy giverllli eti tl or pulille
authority coastitltuted therein, iticludinag specifially, but without Iilltatblit upoti
the general powers cotiferred. the powe.' to accept limitationsl, reoiiuired bay the
laws of the Republic of Cuba. upon tile exercise Ill tile Republlc' of 'utba of ally
rights conferred on said banlik by its articles of association (or iy-laws.
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"Recol. To negotiate with the Republic of Cuba or with any Province.
lunicipality, or o t'er goverllmental (lepartnent or subdivision thereof. and Its
and their oftlelal.s and a(credited representatlvei. and It conclulde by contract
or o)tlilseilt ally sich negotiation. it regard to lily matter atffectintg. oir it coil.
nefltin wit , sad. batik'' legal statlli, iII tile Iepulii of Cuba otr its busithleis.
or in regard to the loaninlg of money or granting oif credit to. or the obtanitng
or accellal tie ,'f ('0tilesil |n oir privileges u f any .otot frl'it). aid ltellubltd'.
Province. IltiltJieiiality. or oliher gtwernvtnetitai ilepartmnt (r si11(1ivisionI. allot
to i1 41) 1 al~'ft' l y a. Ill i llA c'mitrlatt o1 ' til m i ill -llt it-' m Iliad(',"

The parties hereto assure ime, tile notary, that they are, it tile full enjoyment
and exercise of their re. 1iective clvil right,, and 1. the notary, finld thtet with
the legal capacity necessitry for the extlcutliln of this agreement.

Mr. Obregon further assures tle that whereas the plwer of Ilttoornley .granted itl
favor of Mr. William lgtintelous Quealy tilt([ slbseqtettly sutbstitlted in ithit.slf
wa's gr'a'd an tin Itrl(orattd il the itl'o ito'il if )r. (otirado Ascanio y Suatrez.
11s hereinbefiore stated. before the nw l3rhl code wetlt Ioi tlteffect. the ('colt ll|,a
certificate reqttiru by article 215 thii'therot has. not 1)1133 iltll'Xitx lhitetto: wlere'
fore, In due conpliil(-e w\'ithb .:aill iti(.le 215 of lhe ti'w n i itatrial .olie. le
swears that tie said 1l'ver of ittlorllty gl'atntleld it favor tf Mr. \Villiatm Igii.
clous Quealy oil tile 30th (Ily of Jltune. 1927. hir.,ire 'M'. J.,lTl3 F. illh-s"aui. ai
notary public of tilt' oily. county. an1rd1 Staiv of Nt w York. id all ti enb'Ilt'lletS
,1inlexted therectoi, ilt', trie. % lid. aiild illiillg itstrtlnllt ns. id 4that le. 3r.
Obt'egoli. will Indelnlilfy third partlets front any dam'ige or- hi-; Ihat they laiy
st4titln If sldd doattinents ,Aiitlld appear to be false.

EXPOSITION

The explnitnts, Dr.s.. Iz Mesa id Cespedes, stits, a., fillows:
First. 'iit. bitglt theremtto duly 1utifi'1ed by tile N itonl3 Executi'e act-

Ing it discharge o1 tilt- flttles, it posel 11poll 111111 by tittulli' viit'k.' law oif
the Reutbiie tih till' 1541 thy f rJly, 1925. too ells'avorl to) iause til' public
works of the greatest 1t-; t13rt3(C' or nte'it1y a3tlhorlztd by sitih pliblc work.4
law to lie ('onstru('ted within it I1erlod i4f fottr years. anil Ill exerci-e of the
powers conferred upol him by such pulll' work. li" to adopt tht sy'sten or
method of pr'ocedltre Considrt'rd by hlin1 to lie most e('lett'liiutl for 4it, llurpose of
constructing said pnble \'ol'kq within .ald time. 333 tit pursunctl'e of ihe
authority granted 11n by the consttltion adtlit ,he1r laws of the Rltepllic. the
0-i"retary of the Treasury and the Se'retary of Pullic Works. In tile tate
and on behalf of the Relill.l., have heretotf'ore taken tile folflowlng steps:

1. By a public document executed on the 191h i(1y of FeIb'uary. 1927. before
tile notary of llabana, Dr. Conrado Astlvlio y Sta3rez. tildt'er serial Ni,. 143.
littered into ati agreenit nt with tile hank which estlalishled ill favor of tile
Relublle a credit limited to the princil aiountl of ,$14.011 .04M and conferred
upon the Republic the right to lssme and dolvec' ti) contractors l'. cistructitig the
Central 1li1lt'ly. one of tile public works authorized by the puldle work., ltw.
under contracts entered into between tllnl 313(d lie Rcilauib'. lil difornlity
with such lblle works. law, deferred payment work cerlitleates (hereinafter
called work certitlhaless. tip to but not encl''eding $10.00,I41O1 aggregate lirIn.
cipal Imountt for work cnllleted by such conltrlcto's under and 11 ctcrdlnce
with their respective constructin ('Otl' ('ts mid accepted by tile ieptiblic. and
obligated the blnk. subject to tile terms, of said agreement. to) paiy to tite Coni-
tractors named in tile respective work eertificates Issued therettder. lit any
time during tile wrto(l e'ndilng the 30th day of June. 1930. and aigt~l(d to) the
bank by stich contractors, the priliml amount thereof tip to but not exceeding
in tile aggregate $10.000,0O. and further obligated till' Republic to repay to
the bank. as assignee of such work certificates. tile prntipal alli,utt of all
work certificates Issued to tile contractors t11(1 asslgllel by thtel to) tilt' hank as
In said agreement provided. on the maturity (late specifled iin the respective
work certificates. and to pay to the bank interest on the principal ailoults
represented by the wor'k eertitlcate". at tie rate and on the dates and upon the
terms and conditions it said agreement cintallnc'.
2. By a public document executed before the notary of Ilabana. Dr. Rcglno

Truffin y Perez de Abreu on the 31st day of May, 1928, under serial No. 99.
anlended the said public document No. 143 above referred to. so as to provide
for the division and application of the $10.0,000 credit equally between the
Central Highway and the Congressional Palace. anotiler of tile public works
authorized by such puttblie works law.
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3. By a public olocument txecutedl before the notary of labana, Dr. Regino
Trulbi y 'erez de Abreu. on the 2.d day of June, lU2b, under serial No. 114,
entered into an agreement with the lank which converted the above mentioned
limited credit of $10MOA.4(oQ. eQtatli.hed by said public Document No. 143, above
referred to, into- a revo!vingL credit, -o as to make available to the Republic from
time to time prior to the 1:t day if July, 1930, as it might require, the total sum
of $60,000,000, inelu~linL :.aid limited credit of $10,tK)0,000, for the purpose of
financing tile payn,,.ntn to e,,ntractors for work completed before the colleetion
of tile revenue establishel 1ly such public works law. through tile acquisition
by the bank of work e-rtilicates issued to the contractors from time to time,
without limitation ai to iaiy particular public works authorized by such public
works law or a- to atny particular contractor, aid for the conversion of such
work certificates into an cilual principal amount of public works 5'2 per cent
serial certificates of the Republic (hereinafter called serial certillcates) of the
character described in saiol agree-ment, which last-nmenlt)ned agreement, pursu-
ant to its terms. was duly a!,protled by i tw-4,thirds vote of each house of the
Congre-.s of the Republic 1-y a law sanctioned by the National Executive oil tile
.4th (lay of July. 19. a.d uloli-hed ill the Official Gazette of the Republic ol
the 25th day of the same m,.,hth and year.

Second. That other ' l,av. l. el i-tltol anti are itow outstanding untler tile
credit constituted boy saa.M lutlolic Diocunient No. 143. executed on the 19th todayy of
February, 11927. bt.f,,re the l':,,tary (of labana, Dr. Conrado Aseanio y iua'ez, as
anlendid and ;ul)ldh.mentiIed by .sali liubli, Documents Nos. 99 and 114, executed
respectively on the 31t day .f May, 1927, and th _22d day of June, 1928, before
the notary of labata. Dr. 14 ,into Truflin y Perez de Abreu, which documents
are hereinafter reft.rrott r,. as "the existing credit agreemelits." serial certiti-
cates in the aggregate iprinc;|4l aintount of $50,000.)00, of which $20,000,000.
principal antoutt Lave ii,.l . boy the bank to the public, $6,250t,000 of which
mature Deceuilier 31. 1931 : $6.251.000 on June 30, 1932; $6,250,000 on December
31. 1932; $-u2.oo,.04x, ,n Ju,.e 30. 1933; and tile renalning $30,OO).000 principal
atiount thereof arO. L..i ty the 1iank in portfolio; thnl, III addition to such
.c-rial tertitl,.att.I t . 'toll is.t il 1130 asmigldi(,A to tie binik, ip to the

.lo oo ,I qlo --:g -.. . . da.:]H ,l .. of l'o 'artila y. 193{I0. w o ik ceertilleates, issued
l.. .T I' . ' ,.*" :1..' cX*t itjg crelit IIIl' nt., I ihe tg.'regmIe otitln

ciioal ,inoollt )f $'.72,.34S. \ ih.i ,iootoli'ilhl to tilt, tel nis of slld ig'ements.
a1"(e coilitrtit|,de ?I3t-, a i: .X Irihci,al un:(ttit of serial veltileates, iilld that the
total alniittnt of tle 'r,-iit e-tiiloli.-he by tilt exiLtiig credit W.'a-reellelits lifts
been ltlilizdo. ,t "02.0d .17 (if 1t1 originally 'credit (of $10,000,000, which
iilliotiIlt is still 'i' d ,' C' I' h I imel (f ilt exettl lon of thie-e )resents.

Thir I. Thlt - x.i,'i of 0k1, exiitliig credit ,igi'erevllents, tilt! Col-
grvc4- of ti., 111,t 11.. X ..lo 1. ; .it li'vllln lt t liit siid loU ll.i' \ii rks Iv duly

10toli t i "aI1. h 1' " lt Xi 1 '1xuttmi\Iv' (01l tilt' 2ith day of July,
192.i. mll I0111li'o, ifi Jo fOliivial (n Il itt' tllt 231h Ity ot lt siiulle litotlth

iol y0:11'. hl.s I ,li1.o::.l 0' Nalio,ljill Exet it ive. e. 0hIavor it Causllle Illt' pliblit.
%vtork autitizi. '1 0'' Ct. I Ulilic works law 1 too lonCoIit rusted prlor to tlt' 20th
day oif May. I'* ,i. ai..i ha- ;ul ll, rized wll empilovered hl,3, object to the
ttills otf -ai ;l il.l i- .. t. adihlo-t 'iicI :ystenls oi lfr tliedure I,3 lie slall deell
llto-t o iinveidtent fer nd I enrl. :3 to, tilter tlo fill, elelit olierathll for
tihe filn;liiIgI ,., 'Oh lO'.f,:i -xv,,rko and10 their raplil excuion, eitleli ill 11 form
'-.iuilar to ti:it cstal'li-hoi ill 1110- Sal agreneli nIlt entred l1o lietwevlli lit-

Republi ahotl the Ila:.k. by -al ,,l-t10' .niltiitionol agreennt executed on the 19th
day of Feblruary. 1t9-27. I ef,'r, i1,., notably of liatana, )r. Conrado Aseanlo y
Suarez. mltul'r sterU N.. Ij:; ',1 in tht, frnl oriuluhorizel iII sai above-nentioned

.gl ivellltol tX.".:1l ' 3. "'. 2-21 ':l tlf June, 1928, before the nlotary of laibana.
I'. Rogii.o Triitlio y I'.. .: 

4
1 Aorvu. under serial No. 114, or InI such other

fol3 aS liho Naii,hi ,I o-:lltlye 1:l ellonsitlr il.ost convenliellt oro benefcliil
t, tile ilttrtst. 0 , th.: I .;l,00llic: a3ni has provi(ied tlailt t Il' tlktx ,.'5 se illll in
Articles XIV. XV. XVI. XVII. XVIII. and XIX, which were delared by such
lublit n'ork-z law to, .,. '.f it tt'llIti'ry character, shaill ie extended tind le iln
force for i lsvi,.li ,f i.,.,t m,.re than :20 years froni June 15, 1925, or until such
tiie is the ioublic: w,.rk.- citmlletvi tr unllertakell ture wholly paid for aid the
cOnitra1cts lhi.tole ly lt:,: Naliilll Executive for their Ilulteling ir10 entirely
liquiliti-1,. TIle ,,oriihual lublie w(l'ks liv 11nd the said ltw of 11Y28 amending
tile alle vill 1)v to.;tt.r .,nierally hereinafter referred to i1 the public works

FoUl h. That , N:o.islil Execivlive. 'octlng iii pllul'suallnce of ille power llnd
autlhorty cfit rrool "::l f iln boy the o ,llstltlutlon and laws of the Republic,
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lIn orer to exipedite t he tcecn~lvt I 'l,. f tIN1: ork4 dcroandy conltraicted
for under the general plani of the' I Iibllo w - 3jw. find tlt- ve('uitioli (of tie
works of thet grecatest inpcrtnive pnajut-lic works la~v Jill( those
01' greatest ilortdn' ie lcmilI* '11r3- lo..]y hcill) te, hie of pubic
convceiee, to be couilletetrl ror t.-., --f Many. 11.32. Ila-, made andt
contetul~lates making prior to, sale! date f'er , Wili works aulhiori?.ed
by tilt- public work-, li%. andl. Ii o-relt .e ad.-h inane cing for fie
construction of such publeie ivork-. i nvi- ;Lk li -u1111111 to the 11IteII11di
a jiioIXSill to that eliel.

Fifth. That the leank, li respe eci-e. t T 1a. 1tlulltvd Its jcrojiuisal,
emnbodiedl lit t wo flocieiit. lat0 -].el V.. 8'l l;Jyei elf .Janiuaryi .11ii]
the Md (lily% of Ftehruary, 1430. to) il, r, - 1-erevby I iiQ ie' fi licee
patticeilci11 rStctt-iiieit: e-of tilot jev-. -n Ii h ' i clay e ef l'Iruary.
1930, thle Sevetary oCfl etIhe Trca -t'y e lu' -"b l hIc:l II lit-liall of
tile' lteeeuhilc.

SixthI. Thait the Natboii Elfxieciatir., th-~ l''ef ci lie ewel' icl
iltil hieeity coniferredltpc ic 1 Vb r. 1J: Mw, eel' flit-' Rl)IIiic.
upon tle facvoralble repeirt eif OWe *ie172,'.;17 - F. :i'.lry. ley side] l-Ncotivc'
(levive No. 1,19, delel thelit'1cll i: * 1::;(I. :1eA litililisitcI lit tile
Offli.ia (,'icizet le oni the Sain ol~ ay. iti .r !--7e 111e 111,11.11y 1011t o~f flit'
CoeiiSi tol .leil it er it' roi ee w-k -. ie o e]l~tjeief all oft the.
revenues feihatee bly tin' i-nichel: 1X.' u ii -JA Iyiet Accefcted sa Id
propcosail of th lit'lazik anol rliereby there,!(']U Q inji and hierein-
aftier set forth ats that e.eioldteree Y-Y ~i ll. flirt'Ihliie cc11ciig ee
the public works acid tlele' flie-t rtrdpi x 1;1y vrelate"l a:iie auilieerhr.ed

anl Issue oft $pli)~ Q1griniii at :iarnv.*!k 1. 1,el tie( Reeililille
aied estabhlisliiit fcy lie lea uk f- r !,h- f ll.,- lF'- i~i ll* :I c $2(4IAKJ4IAHNJ
credlit, bh teale bondic is:-tiv'c ie I[ -.1 I r tt Je iait icliarly
desviIbed, an id thih3 lii t- gell f lit' ind ':I'Tr' u ya iii lile:- Woirk,
wvith the 'xciflo l if e ; it Iie eere'e ci-I .s 1Il~ (,fh(,'t thoigrtt lii
all of Its details.

T'ie parties hereto, lit represenitati--. - 1t-p:xi(' lt'inleliils, lee order
more clearly to establish the rights .in. .: "Z IJ-,- c-f ilIleartlees aisiuig edit
of the proposal niade fly the tank 1' -T llyte Rtelibc. leroeceell to
execute and formalize this agretnuent rv- -riuzs and @enilitiocis herein.
after expressed, In accordance wth rh- ' r- -a- ('dcielit!(ons (cf said prl'l~i
and of said decree of the National Ex ~- '' -iite:

THtE

Seventh. Pursuant to rho eeonstittl'r an a:Z. - e-f the( leili'. lice Itepuhb'
hiis created and hereby consttutes. erat-.: amborcizes ain Issuief bLecll
limited to thco aggregate utilielpecl ftzr. S'eee.4MeceIeI.q eecs~o liat anly
one time, to be known s" Thlt Reoprli'! :f o C-r':i public wotk, -P.. jit (cnt
sinkitng fund gold bondIs," whioli are. -- i .reifo:trrcd tc .1 tlie hioliis.
issuable from time to time as lierteire-r . '1 jrer it eevii&niler 31. 1035.
The bonds shall be dated as eeC r!.t, I-r f~' J%;ijrv. Vt3(: -]fall ilatule and
be payable as to principal onc tile' 3)L f V4. 95: shall leceal interest
from the 1st (lay of January. 1930 un-, j ibt rate (of 51. per cent- leer
annum, payable senlaniialy on tlhec. !-. .-- -f Juie' anid the 31s~t uday eel
December In each year. cind eliall t- ' :;i!urit y thcieugh the (opera-
tion of a sAnking fund as liereiricifter 1 cT ,A] lie redeenaile lit whole'
at any timev at 1115 p-er Cc.'nt of the pt'ir. there- afncde acceiveel inter'-
Jest, and shall be redeeeoiahle and err ''r-u-l the oeperaion of' the',
sinking fund(, Ini equal instailhmernt: o~n :a-L'' :7*A(t ie:1 MIlet late beeginning
December 31, 1935, and endlIn Jane 3'1. 1! 4?%. :ac 71.'.' Jrincileccl amount thereof
atid accrued Interest, all as hereinafter tnn p'.- irtivularly staitedi. Theo huones
shall be Issuable at any time or from iL-n:~t~e prIer to December 31, 1935.
but not on or after that date.

Eighth. The bonds shall be payabl-e a. ?-- g-'InAia1 and interest Ii gold coin
of or equivalent to the standard of w'izXt.T azf'1 fnenless of the United States
of America gold coin existing on January L. 14rW. either at the picieepal ornie
of the bank In the city, county. aned -T.f''' Nex York. Unitedl States eof
America, orl, at the option of the lwe!.Ior -'.r at thoe brlnchl omc'e of the
banck In tice clty of Hlabana. Republic -f *Thja withut deduction feer icncl fi'ee

BEST AVAILABLE COPY
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from all taxes of the Republic (whether State, Provincial, or municipal) pres-
ent or future.

Ninth. Tile bonds shlll be coupon blonds in the (leiomlntloll of $1,000 each,
payable to bearer, unless registered as to principal sial lie numbeired as
shall be deemed most appiropriate and convenient aal shall le countersigned
for authentication by the bank and, together with tihe Coulons annexed thereto
and the words thereon referring to the bank's countersignatuire for itithenti-
cation shall be in the Spanish find ill the English hlnglages. lith texts con-
stituting a single instrument only, the English text controlling in (aist of any
variation. Any of the bonds, at the option of the holder thereof, may be reg-
Istered as to princlpal only upon books to be kept for that Iurlposo by the
registrar, which registration slhll also be ioted oni each iond registered. after
which no valid transfer thereof can li made except on said books, until trans-
ferred thereon and registered as payable to btarer, whereupon such Imnd shall
again be transferable by delivery; and thereafter fromn time to time su-li liond
may be registered or made transferable by delivery ias before. All alilhirte-
nant coupons shall be always poa1lyle to beare-c and t I'll lisfer:lo by delivery.
whether or not tile prinelli l a mount (f ill( liiin t) which they ailevll'-illll i-
registered. 'Ith(, bonds Inay lso conitaiin tich hirovisions. slit-itleIlions. dv
scrilitlve words and re.ltals, and may f hve slch legellds indol'.ed thlreon. not
Inconsistent witi the proviis of this agrveimit, as may lie required to
comply with the rules of the New York Stock Exchange. or to conform to
usage in respect thereof. The text of the hinils find (of ite cllp)ons to lie
attached thereto, as well as ti Imnk' c.iuntersicnaiure for authenlhation
thereon, shall bie sulstantlally as follow.-. :ill hliink; to lie approin'htely con-
pheted prior to tile Issue of the bond,:

IForm of bIld iW English]

N,, - $1,000
I{Ei'l'II It' of CIit.

PI11I(c woltC 7.5 PEUl CLNT SINI{(I FUIi(NDiil I HiNDs

Dated January 1, 193,1i lDne .litle 30, 1945

The Iepublic of Cuba (hereinafter calhid the Republic), for value received,
will pay to tile bearer hereof, or, if registered as hereinafter provided, to tile
registered owner hereof, (il the 310th day of .hu1a, 1915, the priiclpal sum of
$1,000, and will pay interest on such princilal sum from the (ate ihereof at the
rate of 5 1/. per cent iier annum. seinliannally on Jlune 30 nild( Decemler 31 Il
each year. until such prilicipilal sll shall be paid, but, except with respect to
any installnlents of interest tlt may hecotiv payable after Ile maturity of
this bond, such interest iistillments shll libe mild only upon presentation and
siurrender of tile Interest oiions hereto annexed its they s.everalily iliture.
Stich principal sum an11(d liter(.t lnstaliintitSt. when respe tively dhi-, will be
plhl(, lit tile option of tile holier, either at tile prin cipa l lllie o1' tile Chase
National Bank of the city of New York, Ili tilei borot(igt ' Mnhittn, cityv nind
State of New York, Unitei States of Ami-ria. or Ilt the briumh office of said
)ank in the city of Ilablana. Repuiblie of Euli. in glih coiln of or eiluivalent to
the present standard of %%-eight nad fineness iif United Stlles of America gold
coin. without deduction for and free from every kiid of Ciban taxes (whether
imposed by the Repuillie or any Province or minllpailty thereof) now In effect
or hereafter authorized.

This b(ond Is one of the Issue of public wirks 1A/" l.er cnt siulikii fund gold
bonds of tile lelblie, lhnilted to the :igil'eglit( I -iilil olitnt of $S0,000.000
at any one time ontstanding, till iss ed or to ihe issue(] under nnd eqmlly secured
by tile agreement (dat(,i tie 26th day of February, 1930, navde by and between
the Rlepublic nld tile ('lise National Brank of the (ity of New York (hereinafter
called the bank) under tile uthority of (lie constitution and laws of the Re-
public for financing the construction of public vorks lis authorized by the iubli
works law of July 15, 1925, as mended, to whili igreenient reference is hereby
umade for a more complete statement of t' iiature mid extent! of tile security
for the bonds and of the rights of tile holders of the bonds and sail bank in
respect thereof. This aid the other bonds of sid isstui. in lecordiince with
said agreement, represent and constitute the irr-vocllble and ileontestilble con-
tract obligations of the Republic to pay the prinhliml thereof filli] tlie Interest
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thereon, when due, without right of reduction or counterclaim, for the payment
of which i full tile Iteplilic pledges its faith and credit.

Tile bonds of this issue are subject to redemption its tin entirety at any tHine
at 105 per cenit of the principal amount thereof and accrued interest on not less
than 60 (ays' pilor notice given its provided In said agreement, by )uhlication
In it daily newspaper of general circulation printed iit Etiglish and pulblished in
the borough of hmiliattan, city of New York, State of New York, United States
of America, tin Ili it slinilar newspaper printed In Spanishi and published In
the city of Ilabina, Republic of Cuba. The bonds are also subject to redemp.
tion alndtt retirement titrougi tit(, operattlot of the sinkling ttund ol not less than
30 days' prior notice given by publication In like manner, as is also provided In
atl agreement.

As a sinkiiig fund for the retirement (of tite bonds, tle Itepublic will pay to
the bank, at the bititch office of the bank tit the city of Ial)ana, Republic of
uibti, lit gold coit f or equivnient to the standard above slteclled, oit l)e'einber

31, 1t3,), and oil Juei 430 ald J)Weimbter 31 (of each year thereafter tintil and
Including June :30, 11145, a stint sullielnt to redeei on each of said dates, at
the prillelpal amount thereof tnd accrued lInterest, one-twentieth of all of the
boards issued tilt(l outstttnding on December 31, 1935, before the redemption
and retirient of ttl i,,nds to lie redeeited and retired on that (late. All sink-
ittir fund l11yiients so iade, except the lust, tre to be applied by the bank on
eai sinking fund ptyitent (ite to the redemption tilt(] retirement, it the
prinici)al tillulliit tieteof ttid itc'rtied interest, of hionds previously drawn by
lot for retiremeitit ot. sitid date. The last sinkiig fund payment will lie applied
to the ltayineitt, tit or after their itatuiny, of tile bonds then outstattdiig and
not tlteretofore called for r(Mlititn. 'it lleptublic will he entitled to it
('redlit upoIn the sitikhiti funl pitynleltt llext 4i1te In till 1tittuit (ill1 to the
aggregtto of titl Irinvililal itloulit of. andtl interest to the next interest payment
date ullito, all bonds delivered to the hanik ty the Rtepublic for canvellation
after tite last iiioviou-4 interest paynient date and not less than 35 days prior
to the nttxt succeedintg Interest payment date.

Tlte bonds aire dit i il seiture hty it first preferential right tuid lle, to tile
extent relliretl for the itl.itletit of itrhciliial and interest, uIpoin 90 per cent of
tile revelites 'olhit'1, frotli the taxes sliceiteil ill Artiles Xl to XIX. both
iitlusiye. of Ilti ultl' works lw of It elpuliIc, tis aieildell, subject Otly
ttt th ights of the holders of the $20.000,000 principal amount of the out-
staidhig public works 5011 per cent serial certiflcates mitturing srlally on and
prior to ,litie :30, 19l3, till its provhled ill stilt tigrevment.

This bond Is transferable by delivery unless registered as to principal lit
tite n1ame of the owner upon the books of the Republie tit the principal office
of the Chase National Bank of tie vity oif New York, ii the borough of Man-
hattan, city and State of New York, United States of Anerlca, such regis-
tration being noted iereon, itt which event no transfer shall lie valld unless
made ott suid books by the registered owner itt person or by duly authorized
attorney and similarly noted hereon: but this bond may be again made tIrans-
ferable by delivery by being it like manner transferred on sai(d books to
bearer; and thereafter from tite to that' titis lond may be registered or made
transferable by delivery as before. Notwithstanding the registration of this
1ond its to principal, the coupons appurtenant thereto shall always be payable
to bearer and transferable by delivery.

This bond Is not valid or negotiable uttil countersigned for autlentieation
by the Chase National Bank of the city of New York.

This bond is executed in behalf of the Republie by the manual signature of
its Secretary of the Treasury or by the ftesinile of his signature and the
manual signature of his authorized representative, and the coupons are exe-
cuted it like behalf by imprinting thereon a facsimile of the manual signature
of Its Secretary of the Treasury.

Tie Spanish text tind the English text of tills bond tire counter parts consti-
tuting together it single instrument only, tite English text controlling lit case
of any variation.

For the Republic of Cuba:
Secretary of the 'reasury.By
Authorized Repi-cvesntatirc.

Cituntersigned for authentication:
TIt (.trAS, NATIONAL BANK OF TilE C ITY or' Nl:w YonK,
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$27.50

On the - day of -, 19-, unless tile bond herein mentioned shall
have been called for previous redemption aid llaynient tlerefor duly provided,
the Republic of Cuba will pay to the bearer, without deduction for Cuban
taxes, $27.50 gold coin of or equivalent to the United States of America stand-
ard of weight and fineness existing January 1, 1930, in the borough of Mati-
hattan, city and State of New York, United States of America, at the principal
office therein of the Chase National Bank, of the city of New York, or, it the
option of the bearer, in the city of labana, Retiblie of C litat their branch
(office thterein of said bank, being six months' interest then due oil its Iblh
works 51/1 her cent sinking fund gold bond No. - , due June 30, 1945.

For the republic of Cuba:

Serctay of the TrcaS1ur'ji.

(Here follows forin of bond and coupllon in Sjlntlh.)
Tenth. The bonds shall le executed on behalf of the Republic by the manual

signature of Its Secretary of tile Treasury, or by a facsimile of his signature
and the manual signature of his authorized representative; and the coumns
appurtenint thereto shall be executed by a facsimile (if the signature of the
said secretary. The bonds shall be countersigned by tile bank for authentlea-
tioll, and only such bonds as shall be authenticated by such signature shall. be
valil for tiny purpose or negotialde or intitlied to aly of tiit, benefits or
security afforded by this agrcenement, but stuch uthet ii'atill by the ban11k of
any such bond shall be colutsive evidence that tih bond is 'one of the Issue of
bonds herein authorized and that tile holder thereof is entitled to the litiefits
atiti sTurlty hereby afforded. Before (ountersiglling any of ti bonds. the
bank will detach add cancel all alilurtelanit cotiions Illen naturetd, aind tile
obligation of the Republic in respect of such coupons shall threntln be ex-
tinguished. Coupons canceled lpursulit to the irj'.isions of tlls clause slall be
deliveredd by the bank to the Republic oil Its written request.

Eleventh. Tie bonds shall be lrepred lit the expense of tit( Replile and
shall be i foram to net the requirements of the New York Stock Exchange for
listing thereon. 1'etillitg tile lreparatiho of deinitivet ye lids, it ttlnlorary blld
of the denomination of any inultiple of $1,01) or temporary botlns of the de-
nomination of $1,009 eahil. or alty itltiple thereof, ild with or without onie or
more than ote coupon hitmy be is.u ed, sbstall- tilly iln the foral set forth in
clause 9 hereof but with such changes antl/i additions its shall be appropriate,
till of which temporary b)otis slsall lie executed tiltd atit hetlnicated as pro-
vided in clause I0 of this atgrenment. The definitive bonds will Ie prepared
without delay and will lie xclianged for all temporalry lIonds outstaltdlilg with-
out expense to the hiolders.

Twelfth. In ease iny bond shall at atny time Ibcome, mautilated or ibe de-
stroyed or lost, a new h.ond of like amount, te'nor aid date, tind hearing the
sane serial inuuber, shall lie issued promptly I,%" the Republic, attd tile bank
shall authenticate the saine by Its countersigntature, for delivery in exchange
for, and upon cancellation of, the botid so mutilated and Its coupons, or iti lieu
of the bond so destroyed or lost and Its couponis, but, hi the case oif i destroyed
or lost bond, only upon receipt by the Reluldic aind the lunk of evidence satis-
factory to each that such bond has been destroyed or lost, and upon receipt also
of an Indemnity bond in duplicate satisfactory to each of Ibein iti their dis-
cretion. The bank shall incur no liability for such action. All bonds so issued
shall bear all coupons at the thne utmntatured; and the Relil lie will rchnliurse
the bank for all reasonable expenses Incurred by It ill protectitig the Interests
of tile Republic and of the bank hit connection with tile Issues of any suel olinds.

Thirteenth. The bonds aind all deferred payment w'ork certificates at tiny
time transferred to the battk its tite basis for t(lvances by the 1la1ik tinder the
new $20,000,000 credit to tit Republic lhereinbefore anitloutd it clause 0
hereof and to which more ia lurticular reference is hitmhafter nide, shall
represent and constitute the irrev1cable and inciiutestable contract obdlgat-
tions of tile Reptublic, which i ldllges its faith anild (rdit flr* the latctul pay-
metit of the prneipal amlnounts thetreof illid the interest tlh(1tiiii, 1tlid the Iinstill-
mnints of the sinking full(] foi the relh'virtanit of ilie iiilnds ais amid4 wtll-i sit)C
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Instalments become due as herein and In the bonds provided, without reduction
or counterclaim of any character whatsoever.

Fourteenth. The honds and the deferred payment work certificates last
mentioned shall he enltithd t tnd shall have and shall be specially secured and
guaranteed by a first preferential right and lien, which is hereby given and
established, subject only to the right and lien of the $1{2,000,04) principal
amount (if serial certificates issned under the existing credit agreements and
now held by the public, to the extent required for the payment of principal
(Including sinking fundl tnd Interest, upton 10) per cent of the revenues to be
derived front the taxes specified in Articles XII to XIX, both Inclusive, of the
pliic works lItw. nntl tlhe principal thereof and till Interest thereon shall be
palid ill full ill avce''idalice willi the terins lereof and of this agreement; with
the comipdete lnlerstandiiii. hio\'ever. that tilt revenues collected front such
taxes ill each yva1r. llftvtr tle lin.yiient or provision satisfactory to the tbalik
for lpaylent in ffull of ill stills al'ernlig ll d paylllle theiefrnlm in such year ml
the serial ovrlilfcates issued uiilihr tlie exslil' credit areelents and thell
outstanding, upllon the deferred paynient work eirlificat's Issued nd. the said
new $.2),0),04i credit iti d thei mitstatdii and the int rest and shiklng fluid
lyllilnts ponl all it' l e i lstalndllii- Ibonls, anil after inikiin provisions for

the depolsit of $4,0110,114f0) frln the ple 'ceds orf lie collection o1f the revtillls
under tin ilpublic works law idurliiiz tlie fiscal year enditi June 30. 1931. as
provided ii clause 37 hereo1f, are ito) ie subject to filn- use illd disposition by the
RepldIlc fir lie prpli llses alnd in aciorda'e wi \lli tihe irovlsiins of the public
works liw,. lit order to giiv' effect to tlie guara nty aind seeurily, the Republic,
after setting aside In a special account i each fiscal year such part of 90 I)er
celit of till such tevelilles as sht lie required to paty the lrieilial of and Inter-
est oin the q2--,11-tt)AH t) .serhil certillcates iow outstanding in tie hands of the
public and/or all connmisslons oP ci npensations lpayale to the bank during
such year tinder tile existing credit agreentits,. will set aside in a special
acctouit during each fiscal year tite ictcesstry part f 90 per cent of all further
sums so collected ditritig Stich year until the amounts so set aside shall equal
the aggregate princlPal anin int of all of the hionds to lie redeeind and retired
or lald dlilrhig slch year Ilhr ll-' llt !ie j-i ution tif tie siiikita fid tand tlhe
interest payable during such year ulpon all of the bonds not previously re-
deemed or retired, or for the retirement of which through tise sitking fund
provision shall not have liven made as herein provided, t1l1(1 11 sums unpaid
for principal of and/or interest upon any of the deferred payment work certifl.
cates, last hlereinliefore nitilono(l, iId tiny nd till coiilillsslolis or COtlnellsa
tion payable to the ank duhrig such yeilr, till ii accordance with the provislois
of this agreement. The Repuldle will itliply all suis so set aside to the pav-
n tlet of tile obligatilolls So securl anld Il lie sitiiuril thereby a.s anll when stich
obligations beeonie payable ptitsllrn to the priovisions thereof and hereof.

Fifteentli. Upon previous notice given as hereinafter provided, the Republic
tiny, at Its election, pay off and redeem till of the bonds Issued or to ie Issued
hereunder as itin entirety tit any time, tit 105 per cent of the principal amount
thereof and Interest accrued thereon.

Notice of the Intention of the Republic to pay and rednein such bonds shall
be given by the Republic by advertisement published at least 60 days preceding
the redemption date In at least one daily newspaper of general eirculatiolln
printed in English and pblished in the Blorough of Manhattan, city and State
of New York, United States of America, and In similar newspaper printed i
Spanish and published ii the city of Itibani, Republic of Cuba. Such adver-
tlseunent shall be published as often as the rules of the New York Stock Exchangeshall require, or, in default of any such requirement, at least once in each
period of seven days, or part thereof, intervening between the date of the
first publication and the redemaption date. Such notice shall state that the
fRepublic has elected to redecea such bonds In their entirety on a (late therein
designated, at the principal office of the bank In the Borough of Manhattan,
city and State of New York, United States of America, or at its branch office
ili the city of labana, Ilepublie of Cuba, at 105 per cent of the principal amount
thereof and interest acerned thereon to the date appointed for such redemption.

A similar notice shall he sent hy the Republic by mail, postage prepaid, at
letst 60 days and not more than 90 days, prior to such redemption date,
addressed to the holders of till registered bonds no to Ie redeemed at 'the
addresses that shall appear on the registry thereof, but such notice by mail shall
not be a condition precedent to such redemption, and failure so to mall such
notice or any defect therein or in tile itlailing thereof shall not anfect tite
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validity of the proceedings for the redemption of the bonds. Upon the date
so specified, the bonds so called for redemption shall be due and payable at
the principal office of the bank in the Borough of Manhattan, city and State of
New York, United States of America, or at Its branch office In the city of
Hlabana, Republic of Cuba.

Not less than five days prior to the redemption date so specified, the Republic
.hall deposit with th, blnik, as its fiscal agent, a sum of money sufficient to
pay at 105 per cent of the principal amount of bonds called for redemption,
and the interest accrued thereon to the date fixed for the redemption thereof,
and the hank shall pay out of such deposited moneys the redemption price and
interest accrued to such redemption (late upon all bonds surrendered for
redemption on or after said date with all coulpolls t hereunto aljperlaining
maturing on or after said date. The bank shall il no case be responsible ill
excess of the moneys deposited with it. From and after the (late so fixed for
redellltion, the notice aforesaid having been published and the said sunis of
illouey ha.fviig liven deposited with the bank, all of tile bonds shall erase to draw
interest, and the coupons s for interest subsequent to su'h date sliall be void,
and the liholders thereof find of the coupons thereto appertaining shall cease to
iarticilate il the security or other benefit of this agreement and shall have
w). right hereunder except to receive, up)on surrender of any such bond- with
all appilurteliant Coupons mllaturing oil or after tile (late fixed for their redemption,
th, redvllnitioll price at. above l)rovided. If not so paid upol presentaliln i3
accordance with said notice, such bonds shall continue to bear interest at the
'alla, expressed therein until lald.
The obligaliois of the Republic ii respect of all of the bonds find appurtenant

cuo'li(o'1s redeemed afnd retired under the provisions of this clatse shall he
exti llgil.-hl'(l. Such hands an(1 cololls shril be Iinlnidilately (,lloled by the
lIan k a3 delivered to the Republic upon its written request, and such bonds
.liall not be reissued.

sixteenth. Any nuneys deposited with the bank under tiny of the provisions
Of til, agreement, which shall not be required for the purpose for which such
deposit was made, shall be repaid to the Republic upon its written request, and
any such mioneys remaining unclaimed by the holders of the bonds and coupons
for six years after any redemption or retirement date thereof specified in any
notice given pursuant to any of the provisions of this agreement shall be paid
by lie bink to the Republic upon Its written request, provided, however, that
the banl, before being required to make any such payment, may at the expense
of the Republic. cause to le published once a week for four successive weeks in
a daily newspaper of general circulation printed in English and published In
the Borough of Manhattan, city fill(] Slate of New York, and in a similar news-
paper printed in Spanish and published in the city of Habana, Republic of
Cuba, notice that said nmoneys remain unclaimed, and that after a date stated
therein, unless previously claimed by those entitled thereto, saih1 moneys will be
ret i-uied to tie Republic.

Stevejteeittli. As a silking fulnd for the redemption and retirenlent of all of
tilt I.)tas not latcr than their maturity date, ,t long as tiny of the bonds are
outstanding, the Republie agrees to I:ay to the bank. as its fiscal agent, is hre-
inaffer provided, In gold coin of or equivalent to the standard of weight and
flllelless of tihe United States (if Aneriva gold coin exiilig on Janualtiry 1. 1030.
a .-Ulii sufficient to redeem and/or pa.y it the l (ilhiill a3i3t3nit thereof s3nd
aired interest (i I he 31st (lily of T)(e.nlber, 1935. an3d on the 30th iday of
Jillie and tile 31st (lay of )ecelber ini eaich year thereafter to id licIhldil g

thIn' 31i I day of June, 1945, one-twentieth of fll of the bonds olitsiandilig ol tIh(
31t day of Deeluher, 1935. before tihe redeinlptiloll an3d retirellivlit (if tlie Iolds
ta liw redeemed arid retired till that date. The Repuldic will be entitled to It
cr4(1it upon tile shiking-fuml payllent iext (131e Ill fill 133t(talot eq1al to tile
ngrv,,ate of the pinelpal amount of, and Interest to tie next intere.t-ltm3ent
flitte u'loli, all bonds delivered to tile hank by the tReipullic" for vancellallo3
after tile last pr'oviolois Interest-payinlent date and not less than 35 days prior
t(o the next succeedlitig interest-payment (late.

Between the thirty-fifth and tile thirtieth diys preceding each silking-fuid
payment dito except the last. the bank, as the fiscal agent of tile Repuldl', -iull
dr w by lot a number (if the honds, the priclhl amount of which, pllu. accruied
interest to the next sueediling sinking-fund liIyaeit (dlte. will equal the sitnk-
ig-fund payment die oil said (late. If the Republic so elect, one of Its repre-
1;('l3ativ's 31311y lie proa.sant at each such drawing. Notice of the intentiol, to
pa1y alld redeell the h,(,id so drawn far reda'nptc11 a3(d rotirenieit shall be
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given by tit' RIlpublic by idvertisemclt publisl.hed not less than 34 days itext
prcedlng tie lay upon which they are to be redeeivied ill at lealst oint' daily
newsllaler of general circuhltion printed in Englisih anld puhllhi'd ill the Bur.
ough of Manhattan, city ad State of New York. United States of America,
antd ill it least one simihlr nevwspliper printed in Spaish and published in the
city of Ilabana, Republic of Cuba. Suc'h advertisement shall be published as
often as the rules of the New York Stock Exchange shall require; and. in
default of any such requirement, it least one' ill celt, Period of seven days, or
fraction thereof, intervening between the date of the first publication and the
redemption (late. Suci notice shall sp'clify tile date of such redemtl.ll, tile
serial numbers of the bollds to b, redeelltd, anld :4sll1 slate 1lhat on said date
tON WN II become anad be (tle a11nd paya ble 1ll4n t'l Ii ond so to he redeenviiid it
tle p, ui'llial ottive of the btalnk li the Borough of Manhlattan. eity idtl State
of New York, United States of America, or it its bralvi'h office in tit, city of
Ilabana, Republic of Cuba. thIn' rinipal amount thereof together with accrued
interest to snihi redemption date, antd that from anll after such date Ilitere.t
thereon will (ease to acvrte. A similar notice shall he selt by the hlepulille
through the malls, jiosage prelilhl lit least 30 days prior to such redenlpt iOn
date, addressed to the holders (if all registelred lands so ifo he redeillad lt the
fthh(.sses that shall appear upon lhe register thereof; but sllh mailing Shall
not be a cO itloll iprecedilit to suchl redemption, ailt falllure so to nail .asuh
not ice or any defect therelit or ill the uaillilg thereof Shlall not alted tile
validity of the proceedings for the redempthit of such bhlds.

Upon flit, date stated IV vach such notiv, tilie r'iipal ll innlt lt' and ililloe.,t
icertil on the honds so drwn for redemip it ion and ret iremont by the sinkini-
fuld sail IW, ii able lt tilie prilital otl0v of' tle balk ill the Biorot gh of
Mauihattin. city and State of New York, liled Stlte,. of America, oI, ait Its
brallch o<llve Ill te ity (if llabanii. !(eplic tit' ('ilba, and 111lll sturrellider of
flly suc Ih onds so drawn, with all il opolis therlto apperttiling, Inllattilg ol
or after said date, the hank, as lti.al agent oult oft tie -i tklg fiid then livid
by it, shall pay the principal (f till( accrlled interest thereoi. Not less than
five days prior to each sinking-fulnld payllnt date as herltaovi- specifled tlie
Republic shall deposit witi lieli, bik as its isclit I iget .stull of liii iney .ulli
clent to pay the liriill|ial ainfiit ald interest. aivirleld to .tivh ,inkiiig tfll
playmlelt dte on tlit, bollds Otln to be rvlinad llll/or paid. 1aci (hil it
having been uade 1and tile notice by ptulivation having been --rIvel.t lii interest
sliill averle or be payable ifter ally Such reilliptiiin dile e 1111" any of tile h11itids
so desigilated for relemnptio on tlat date, and tile holders of ::aid holls illd
of the interest ('otiiOtis appertaining thereto shall cvep to parIthcipate iii flier
s crity or oth ler lent of this algrteelit antfislii hall Ino right ierenlider
Or tllerlid(,r except to recelivt. l111oll .Illrelldvr fof aiy Of tile, billd -io 41 1l10d
for rediellilit ll with till cOlpolls matulring lill lld after tilt, date fixed for their
ledmlllt ion, til lrilcil)al alnOllnt thereof with Interest alvrhied to sulch redenll-
Iull dite. If mi t paid 1llolln iresntat ion ill aicClrllice with si Ilotive. Slch
bolldls shall Colitilltle to btealr litere~st tit tie r( itt xpvl'.essed thereiln utl11 paid.
The oldigatiins if the RpItluh Ic lit respect to all of the bonds lilld il)lllrt'liaitt
C0iolls Il irtlleed thilrugh the t operation of tili Alnking fulnd shill le extin-
giiished. Such honids and c'iloiis shell tie cancelled by the baink and delivered
to lie Iellublic 1111011 its writtll request, and sleh bonds Shall not be rteissll.

The hank will alteild. at the request of the Ihellbliv. to tile I iiipratiol of all
Itlhe. 1 f( t redenlption to l1e givvii lilr.sullt to tile provisions of tllii' L'lillellt
anl t: t lie publication an mailing thereof. All ex)tn s il vonlnevtlon with
tile operltion of tile sinllking fund shall I , born ly the ellllic nd sbtll iot
be ihalged against tI(, sinking fund or fit, iIseal ugent atlid lall be piiId to Itie,
fislal agent a herellafter provided
The final sinkilig fund payment shall be applied, on anl after the nlnturity

date of the bond.+, to the payment of the hnlids then outstmding nind not pre-
viously called for redemption. and interest accrut,d thereon to smeh dte: and
the holders of such bonds alld/or of the last coupon oppertahnllg thereto shtll
have no furler right thereunder or liereunder except to revelve. upon lrespen-
tatihi and surrender of said bonds and bid coupon at the principal office of the
bailn it the Borough of Manhattan, eity and State of New York, Untted States
of America, or lit Its branch office in tile city of 1Hahana. Repibllic (if Ciba. tile
plineipiil amount of said bonds and the face tomllIlt of saild cOllpo; and, till
sucth hiking fund Paynents having been made, nnd all expvn.ze., compensation
and charges of every kind whatsoever payablle lieremidee by the eplihle having
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been loaid, this agreement will have been fully executed by the Republic and,
thereafter, shall be of no further force and effect.

Eighteenth. The Republic will maintain in the Borough of Manhattan, In
the city and State of New York, United States of America, a fiscal agency for
and a registry of the bonds which shall also act ais the transfer agent for such
thereof as shall be registered; and hereby appoints the Chase National Bank,
of the city of New York, to he fiscal agent for tle bonds and register and
transfer agent thereof. Such appointment Is not revocable without the written
consent of such fiscal agent, but such fiscal agent may at any time give such
consent or in writing resign its agency, in either of which events such fiscal
agent shall be discharged of all duties as fiscal agent hereunder.

The Repulblic agrees to make payments to the bank for its services as fiscal
agent and other services to be lerformed hereunder as follows:

An annual maintenance fee of $1,000. which will include keeping the books
in which transfers of registered bonds are recorded.

A miniitum registration fIe of $100, and a fee of 30 cent! for tile registra-
tifn o(1 eavh bond registered in excess of 100.

One,-ighth of 1 per cent upon all suis paid for interest.
One-tenth of 1 per cent of the principal amount of all bonds '(leenied and

retired whether through the operation of the sinking fund or otherwise.
One-hiriy-second of 1 per cent of the principal amount of all bonds purchased

for accolnt oC the Republic.
One-fortieth of I per cent of the principal amount of the bonds paid at

maturity.
The RepuIicbl will also pay the bank for autlhni icating the bondN by its

couitersigunature 50 cents per bond, which shall include temporary tbends or
interim receipts if they shall be used(1.

The fiscal agent, the registrar and the transfer agent and any of them shall
lie protected in iny action which any of them may take in respect of any bond.
coulpbon or any notice, request or other papers believed by them or either of
them to ie genuine; and none of them shall be liable otherwise than for
lack of good faith and the exercise of reasonable care.

Nineteenth. l'ntil all of the binds issued or to be Issued hereunder shall have
been redeme(d and retired or paid through fhi, operation of the sinking fund
or otherwise tihe RIpulble agrees to pay to the bank. ias fiscal agent, it itN
branch oflice lii flie ilty of Ilahaut. 111,pihlle of Culia, ill gold coub of or
equivalent bi tie standard of weight and fineness of United States of Anemrica
gold '01ill existing oil Jillillary 1, 19130. at least five days before sileit tol l'if lf1S
ire due end payvable under the terms of this agreement, the ainounuts ruquirod
for each semnainnual interest payment on the Ionds. rI'lu- Repulilih will also)
pay ill like gold coiui upon delivery of a statenwnt thereof to the Secretary of
the Treasury, from tine to tlae, till sums payable to the hanik, whlther as
fiscal agent or otherwise, pursuant to the provisios of thi. agreement, ii(.Iclud.
lg all the expenses inicideit to the service of the, bouds on the basis herein.
above, In ehliuse 18 provided, and the actual and neee.%sary expense of trans-
mittlag, from the branch oflie of the hank in the uity of lainia to its
principal office in the city of New York, all funds required by tie teris- of
this agreement to lie paid to the bank by the Republic. The Republile will
likewise pay the cost of publishing and mailing the noticee, required to lie given
by clauses, 15 and 17 hereof and will make any anid all other payments ri4luired
to be made by the Republic pursuant to the terms of this agreement.

The Republic Irrevocably authorizes and directs time fiscal agent, froin the
funds received from tim Republic for sumch purposes, respectively, pursuant to
the provisions of this agreement, to pay time coupons appertaining to tile
bonds upon presentation till(1 surrender thereof at or after the (lilies when
Shll (Olpons. are, respectively, payable according to the terms thereof and
hereof and to pay the principal of any of tile bonds when payable to those
entitled thereto unler the provisions hereof or thereof: aid to uinke such
payment without further forniality except as the fiscal agent may he Iodvised
to bhi necessary or advisable to comply with some law of the Reptiblic or of
the United States of America.

Twentieth. So long as any of tie bonds Issued or to be issued in accordance
with the provislons4 hereof shall be outstanding the Republie covenants tii
agrees that the taxes and econoinic resources established by the public works
law, the collection of which shall ie necessary for compliance with this agree-
ments, or with the existing credit agreements in respect of the $20,000,000
principal amount of tie serial certificates heretofore issued and now held by
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tile public, Sh1all remain iII full force and effect and siall lic collected Ins pro-
videl ill said lw. The Republic further coveilants and atgrees thit, so loitg
its ally of the iiunds Issued or to be Issued hereunder shall be outstanding, it
will not contract any other obligations secured by the revenues to be litoduced
from the taxes and economic resources established by Articles XII to XIX,
both Inclusive, of the public works law, except the deferred payment work
certificates to be Issued ili connection with tie operation of the $20,00)0.100
credit to lIe established as provided in this agreelnenl. unless such other
obligations shall by their teris and the terms (of the lgreellent unhT1c which
they are contracted be subjected and subordinated to tie preftrenial riih
and lien of tile bonds and deferred payment work certitlcate ik-s-ud t,: i., :ic

Issued under the terms of this agreement.
Twenty-fist. Thie fiscal agent will at all times keep coiniilete ami accurate

records of its transactions ats such, anid tile Secretary of tht Treasury, or any
persons dlesiginted for that pliUrose by him or by the President of the Republic,
-.hall have access thereto lit any time during the business hours of the Ieal
agent.

Twenty-s vcond. Tit! Republic will furnish to tile fiscal agent w\\'lcvl,' Iv-
quested by tile fiscal ilgent full statistical inforlmation regailllng collectioms
froln the taxes established under Arti1les XII to XIX, both ill'luislve. of tile
lubllc works lw aind full Infornilliton regarding the (leloXsit of suc1h colevtiiillS
in the Splecil accounts mentioned fit (lotse 14 (if till., agreelnltt.

I'.tnr 2

PURCHASE OF IIONDS-TWENTY MILLION DOLLAR CREDIT---Po,IoN ON U.NIssI) IlO.DS

Twenty-third. The bank agrees to purchase from the Replblilc $40,00,O0
l)incipal amount of the bonds (at 95 1er cent of tile lhI ilit ahllount thereof
and interest accrued thereon at tile coupon rate to tile lite of delivery thereof.
Delivery of the sai( $40,000,000 principal amount of the ib(,ntis slll tie lade to
tilt bank in temporary form lit its lrinclpal office i tile city of New York is
sonIi as they are ready for delivery ilut, ill ny event. not litter tllin Marclh 4,
1930, or any later (late to which the bank shall agree, and payment tlerefor
Shall Ie inalie at tie lie oif delivery. It Is iuherstood that the bIl 11hIaS
offered 1ll of sai( bonds on ani if, as, till(] when Issued basis and that if it shall
be l('es.1'ry, because of tile flilirt' of tile lellbl)ile so to deliver' the bolds, for
tihe I1a11k to Issue or to have Issued to purehasers thereof lnterin receilits. tihL
lep lile will pay all expenses il conliectiol with tile irlparatioln a1d Isue
of ,tlch ve lipt's, ilclu lilig tilly loss t interest. The proceeds of tll(, 5il, of
till' sai(1 $40.000,000 principal amount of the bollds will be iplied by (ie?
Repblilcle to file purelse by the lteublie ftoin the ban1lk for (.llncClhltiloi of
tilt' $30.000,0 principlll amount of serial certiflcates and 1ll work certificates
isnl.'d U lli 111ile existing credit agreements held by lie Ionds ltit tIle 111ne of
illllnent for such bonds, ill e13h case, lIt tie lrilclIll alliount of such cerltill-
cates plus interest accruedI and unpaid thereon to tile date of lurehase. Tile
IlYlieilt (f so lullc of tile plurclase price of the lon1ls ils equals tile apggregate
(If ti1e ll'illipfll alllollnt of t i d ,-'1(h $30.000,000 of serial (e'rtilicit tes and interest
thereof to lite (late (f lurl('ise. and the princ'ipll ahioulit of til irk certifi-
Clites tlieln held by tile bWink 1and interest thlerpoll to said dallte, Is to let' i'lytvttil
by tilt' (lllnellatlon by tIl'. bank and delivery to the Republic or to Its represen-tative of till such serhil v(,rtit'nat(s With alI)lMnrtenll1tt 1111(i~l ki l .HuIh

work cerlilleates; and alay balance of said purchase price Is to be pi( by
tie blin1k to tilleliellud ill (.asii. C(ont vllporIlleously with , 1ll0'iyll('ilt by
the bank. tile Republic will deliver to the han1k the slilh $40,000,000 principal
alulint (if tile bolls in telilorary 1ovin1 ald will pay tl tile baklk ill New York
fullds 1n amount equ1l to aly suln Iy which the prilncpill Ililulunt (if all said
certillcates of both cliasses and Interest thereon, its aforesiid, shall exceed tile
purchased' I)r1ce of tile said $40,114H),000 of bonds.

Twenty-fourtii. Tie 11uk will i'ke n1vlllle I 0 till' Republic a credit of
$20,010.000 for a I(erlod (if o1e year frol tile daile upon which tile above.
mentioned $40,000,000 ouf the ionds in temporary form are deliveredl to tile bank
and l1al for iby It and the said $30,000,000 Inipnllal amount of tile said serial
cell ticates, an( all work certificates Issued under tile existig credit ligree-
ments and then held by the bank, shall be purchased by tlo Republic and
canceled as aforeslild. All sums advanced under the said ere ,ilt through the
issuance of deferred-payment work certificates 1s hereinafter provided are
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to bear interest at the rate of 51,4 per cent per annum from the respective dates
of such advances until paid; and in consideration of the availability of the
cre(lit, the Republic will pay the bank on the date when the credit becomes
availhle a commission of one-quarter of 1 per cent of $20,000,000, the maxil-
muani amount of the credit, and, at. the expiration of eath period of three
months thereafter (luring the life of the credit, will pay the bank an additional
commission of one.quarter of 1 per cent on the aggregate amount theretofore
advanced under the credit and then unpaid plus the aniount of tie credit still
available, it being understood that In no event shall more than four such
commission payments be nmde. All commission payments under this clause
may be made at the option of the Republic at the brincipal office of the bank
in New York City or at its branch office in the city of Habant, but In the latter
event, the bank many transmit such funds to New York City free of taxes and
the Republic will pay the bank the amount of any other expenses involved in
the transmission of said funds.

Advances under the credit are to be made for payment to contractors for
publle works constructed and accepted under the authority of the public works
law and against the issuance by the Republic to contractors and the assign-
ment by such contractors tnd delivery to the bank of deferred-paymnent work
certificates in substantially the same manner now obtaining under the existing
credit agreements.

Twenty-fifth. Subject to the provisions of this agreement regulating the use
of the credit, the payitietit of viilances nileltl thterviiler at(l i lilt, teduellt of
tile aniount thereof through tie sale of a(lditional honids, the Itepuhlic mnay
lssue tiand deliver to Contractors with the Rtepublic, for I lie Coit, lluction of
public works under the public works law, deferred payinent work certificates
(itereilnafter called certitleates) ill to, but not exceeding $20,000.00W aggregate
irinctlpai amoun t, for work completed by such contractors Un(lher and ili accord-

atnce with their respective construction contracts an( accepted by the Rtepuldic.
such certificates may be Issued and delivered to tile contractors during the
period of otte yeir after tie credit becomes available as lierein provided,
whenever and Ill such principal antounts, within sal linlt, as the Republic
shall eOiisi(ler mi'e.sstry it' advisable In the executionm of sulh contracts.

Twenty-sxilt. The Certificates and tIh( intdorsemiets thereon '41all be ill sub-
tiuill hlly the following forms, with all blanks prolierly completed to wit:

I Porn, of (j(rtificatel

RE'PUBLIC or CUB'IA

litiarItn it(if lbhlii Woilks---Ileterrel Palyient Work e',rtilhate- theiteral
Plam of Public Works. Law of July 15. 11125. as Amedil

Work -..... Date of contract- . ("o t Cotractor_.. . Sta(iiuiit of
Work No_... . 'l'otil of' work doit eovered hy this certificates Itl to the
------ of ......- , 103_ .

Aillllltl

I ntl ent

.... .. .. .. ... ... ...... .. ... ...... ............. ... ... . . ... .... ....... --........ .
..... ... ... . ... .. . ........ . I -. ... ....

i. tl .. O.. n . ........ ...................................... ...............

A l ,4n[ tel l11 .. .. .. .. . ..... ........e ....t o lt ' ................ ....... .. ......

Aitounit of tell pier cetnt icttillited littler ,'iiittruict-- -- - - - - - ---- -- -
AntoUnt of different iii favor of tile contract or or ..................... ......
Net allmount of ilie work executed covered by this certilctte. lhe form of
payment of w'ilclh is regulIte(d by contract of _. ... under Article X of
the p u b lic w o rk s iw .. .. .... ... ... ..... .. ... .. . ... . .. . .. .. .... ....... ....

It is hereby certified that tie lresentt ligation Is a true statemtet of
work dolle tccormlig to tilts certificate, up Ito the (lay of neasuretnent -
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(lay of . 193-, and, according to the prices and conditions stipulated in
the contract, the net amount of work done is as stated.

Examined and approved this - day of -, 193-.
For the contractor: For the Republic of Cuba:

Chief Engineer.
Issued to -, contractor, under contract executed between the Republic

and such contractor - oi the -- (lay of --- , 1103--, fot work coin.
ilieteil an(d aclcepted lit tile construction of -.

Due and payable tit any Ithne as funds are available in accoi'(aice with the
provisihls of the agreement executed between the Iteiublic and tile hank before
the notary Oscar A. 3lontero y lieldarrafn on ite 20tt day oif February. 1930.
under No. 34, relative to it credit of i 2t.000,0110 esitblishled by the banik fill
behalf of tiht, Itepublie (hereina fter called the agreelintlt), but nlat lat'r tlitui
March 4, 1931.

'ile Rteublie of Cuba (Iherelnafter called th3(' Relpuli(') riflesls thlt the
amount (lte for work competed by such contrat tor ctt' ,, by tlhi. celti'lltt
under tile contract llb e deserilwil, according ti lete'inli onili (30a(e ti(o this
date and atlccelited by tie Rtepublie, is the principal alnioint o . dollar's,
the palyllelt of which Shiill l' eftfi-eted by ti3e liiepublIc oin. or a r'n1(1s are
available ill accordance with the provisions of tht, ligreclentint before, M3rch 4,
1931.

The Chase National Don::k of file city of New York (lereinafter called tile
baiikj will pay to tile contractor above named lilt- principal amount of iIs
certificate, without disconlit, 1Ipoll tile execution by l.e con('(lltractor of tle
assigninenit hereof and1 thi, registration of such assignment boy tile 18eeretary
of the Tre:sury 01' his aluthorizel representative. il the foriiS Indorsed lieleon,
and the delivery i'reof to the bank tit Its branch ollice in tile 'ity of Ilahana.

The Republle will repay to the hank, ats registered assIgnee allti il sullogt.
tion, to tie rights of such contractor, or oil its order, tile prliillial ainouiit of
this certilieate. hi gold Colh of or equal to the stiadndard of weight and finenesi
of the goha coil of tit, United taless of Anierica existing oin tite 1st Iliy of
January. 1930. its fUllils ;ia( available for the puro'lise ais provided inl tie agree-
nnlit, hut not later thll Mailt 4. 11)31. and will p y interest thereon, ilk like
goil coin, oil lipt :101il 1111y (tf June. 11,30. andi tit, 31st day of imceiniber. I930.
11141 'or to lt it' of iaynlelit of tile Iirhl('il3l. at tlit, rate of 5 r 1*'i' ceint per
a3llllll fl'oln qi.1 dale 4tf suilt palvyli'lit li the Ilank to said contracltor, slclh
paylltieiit anti I(1.114- Illlrel.if to 1wi i.4ichlusively pilel, l Ive % tile ltssignililtlt
re i ilit executed hy said emit raptor iid registered by tite Seretary of the
Treasury Ill the forni indlot5l l(t'ol. ,itell l rijial 331(1I interest are lay-
able 1i New York ftluids at the lrineilpal (fllive of tI bank. in i flih borough of
Mallattnll, city allI Ste, tf New York. (Iir. at lie olthin of tilt' Iepublic, at
the branch ollice (if tle hank 1I lUie "ity fit' Habila. in which hitte'r event the
Republic i3 each Ilistalne will pay. in addition l, te aitlliount of ily tax then
established by or within tht, Itelublhe. 1u33 any other expense, whiei shall be
payable by the ba3k In ('iiticollh with lie transfer to New York City of the
amounts sf) pid)1t1.

This cerltiflcate is Issutld ItS I'vhdI iiv illt33( is o'ntitled tij the benelits oif tile
agreement. to which reft, reliee is illaid for i further sta tement of tile nature
of the cwt'rlty ai( of tint' 3'rils and( v'onllditlol.31 uI1pon which thIs certificate
Is Issued. received, asignled. held adl to be paid.

This (ertilcat,,, vllell assigned 3i31d registered ias herein lrovided. repr'e-
sents IIld colstitt"te. tile i'(vl('llile 111(1 Ineontstlli h conltntraet obligltlon of
tint' Republie to pity th principal atmibount 3Ihe''iof and interest. tlheren to suchl0
registered as-igitec or on its order its 31n1d whens die in ae(ordlnce with the
terms hereof itlt(] of the agreement, ain(1 i the mauner herein and therein
provided, without right- of reduiton ot counterelaim for iny reauslill wlitso.
ever, such(1 paynii lits Ivinlag stutelld its Io ii'illl'ill li3 iltrest, by i fir.t
preferelltial right and lien lnlri 1assu 11111(1 on it parity with the l'efereilt flal
right and lien of the bonds, upon tile necessary part of 90 pr cent of tile reve.
riues to 11e derived front the taxes and eeononilc r.lts0ure005 Slweitled il Artiles

XII to XIX, both Inclusive, of the pllliic works law of July 15, 1925. as
amended.

This certificate Is not ass;ignable or transferable by the contractor above,
name(, except to tile hnnk for Its payment in cash as provided herein and in
the agreement, and, If a.slgned, transferred, pledged or otherwise disposed
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of by saidl contractor to other person or entity, this certificate and all rights
under it shall thereby become without value or effect.

This certificate shall not lie valid or obligatory for any purpose or entitled
to any benefit or security under said agreement until it shall have been signed
oil behalf of the Republic by its Secretary of Public Works and registered by
the Secretary of the Treasury or his duly authorized representative.

Jn witness whereof and in behalf of the Republic of Cuba, I issue this certifi-
cate signed by tie as Secretary of Public Works and affix the seal of my
Department, this -- (lay of ---- 193 -----

eerctry of IPublio lVnk*8.
Byv ---

[Form of registration)

This certificate Issued under agreement of February 26, 1930, between the Re-
public of Cuba and the Chase National Bank of the City of New York hts been
registered in the Department of 'Lreasury this .--- day of ---- 193--, at
Folio .... of the corresponding register, registration No.....

Secretary of Vie Trcasutrj.
By

Ditty Authorized Representatirc.

IForin of receipt and assignment by contractor]

The undersigned, being the contractor named in the within certificate, in
consideration of the principal amount thereof paid without nay discount on
the (late hereof by the Chase National Bank of City of New York, receipt
whereof is acknowledged, hereby irrevocably assigns and transfers the within
certificate to said bank, but without right of recourse against the undersigned;
and by this assignment abrogates said bank to all rights and interests of'the
undersigned in and under said certificate.

Dated the ---- day of ---- 193-.
... ... . , contractor.B,.'.

The foregoing assignment is registered in the department of the Treasury this
-l day of ----- 193--, at Folio of the corresponding register, reghilra-

tolli No.

,eerctlry of the Trca-luiur1,
By

Dul Aulhorized Rpi -cnrsc lii t 'c.
'l'wenty-sevenh. 'I'he ('t rifleates shali be" numbered one ad cone tcutivi'ly

uplmards mid shill hec. exev'uted Ill the name and oil behalf ,if the teiblit by
its Sevretary of Ptublie Vorks, on the basis of work, in accordtl''l w\itth nIeasllre-
inents nade. completed by the contractors and accepted by tie lt public under
anti] in accordainet' with contracts (,itente( into between te eutllc Itli1 'd such
contractors in (onformiuty with tile luilic works law, mind shah llhrt'lion lie
delivered to the Secretary of the Treastiry for registration. The Sevretairy of
the Treasury, or his duly authorized represetnti'v. shall twen cause ianh such
certilhiate to Ibe ri'eister'd ill his lelirtment ill lie tine (if the coatra'tor
specified therein, shall sigil it certilitat : of sith rt'.lstratiot and sit:ill deliver
eatli ertil litt to ti voll t inlletor eultl hul thereto. for i' unsiliiltit by such coll-
trac(tor to the bank vs hereinafter provided. 'ilh erlttatif 'hivs allit ' issul in
duplicate and tile original, signed ind registered as lier'eir li'hoid( shall lie
delivered to the ('ontrattor and the duplicute shill be delivered to tiln, Secretarty
of tile Treasury and kelit ill tile records of i1s delilaii ' eilt. Only shll tilf the
certificates as sill be registered u.s provide In this agrtiUtii shall bt valid or
obligatory for any putrptose, and such registration shill lit uoiit'lui.vt, u'vidiblice
that the e'rtlii.eates so registered have been (]lily Issued htreuniitl and may
be assigned to the hank as hereitifter provided.

Tiq Secretary of public Works ilnd tie Secretary of the Trastity. re-
spectively, shall file with the bank, at Its branch offit li tile city tif Ilavanm,
prior to the Issue of atty of the certifleates, specimens of their signatures and
in like manner shall respectively file the names and sleciniehns of the signatures
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of any representatives, who are duly authorized to act for them in signing and
registering the certificates, and the bank shall be entitled to accept and act
upon any certificate signed and registered by any such representatives of the
Republic until notified in writing of their resignation or of the revocation of
their authority. It shall not be necessary to duplicate any signatures hereto.
fore filed with the bank it connection with operations under the existing credit
agreements.

Twenty-eighth. The certificates shall bear as their date of issue the date on
which they are signed by the Secretary of Public Works. Each certificate
shall nature and Ibe payable not later than Mnrdi 4. 19131, unlhes the date of
the opening uf tile credit shlll be postponed beyond March 4. 19301, in which
vvilt each certificate shll Inature and be payable not later than one year

after the date whcin the credit lIeonies available. The certificates shall bear
interest at the rate of 5/., per cent per annum on tiw prinlipal amounts thereof
front the respective dates on whihh such principal anoiuts tire, paid by the bank
to the contraet.rs uti1nled therein until such principal amounts shall be repaid
to the bank by the elepablie. The date of payitent by the bank of the prin.
1pal11 amount f 0,achcertificate shall *be conclusively proved by the (late of
tile assignment of such certifiate executed by the contractor named therein
in the form indorsed thereon and registered by the Sec'retary of the Treasury
or his authorlsed represntative.

Twenty-path. AU te certificates must be assigned to tie bank and delivered
at its hraA hoficej, . , city of Habana, by the contractors to whom they are
respectively -iaed, but- without any right ot recourse by the bank or any
other person or entity, _alft the contractors for the payment of the principal
or Interest of such certificate.. Such assignment of each certificate shall be
effected bygthe contract named thegin executing the assignment thereof in
the forn ildersed theron:and dsiiverlngtatch certfl"ate to the bank, and the
bank, .,&*ereupon become, ad e subrogated to all the rights and interest
of the contractor under.:sch aeertklclate .-%be certifieates shall not be assign-
abie X. trnfieibWjky the coatra t ta whom they. are iWued, except to the
bank# * Prqjpqo -herqI1 provided, and if any certificate shall be assigned,
transferred, pedged, or otherwise disposed of by the contractor named therein
to other person or entity, then such certificate shall thereby become void and
of no t.00L,

'i'hirtitl 'The bank agrees with the Republic that, subject to compliance by
the ItepqU! w- i the cqtuin~trs of this agreemeut, It will pay to the con-
tralors ai*'z a the roqotlve certificated listed under and In accordance
with this agi66medt, upon the delivery thereof to the bank as hereinbefore
provid(led at any time in business hours during the life of the credit, duly
assigned by s _h etOtreetor and registered by the Secretary of the Treasury
or his authorized - represet.ive, the principal amounts of such certificates with-
out any discount up to but not exceeding In the aggregate $20,0,009) or such
less sum as shall equal the amount of the credit in the event of its reduction
as hereinafter provide(]: any certificate may, however, ibe paid at any time as
hereinafter more particularly provided. and the Republic agrees that it will
not issue to contractors any certificates to le assigned to the bank as herein
provided in excess of tile amount of the credit at that time available. The
bank shall be fully protected in relying upon the assignment of the certificates
when registered by the Secretary of tile Treasury or his authorized repre-
sentative as herein provided,

In so far as shall be practicable, the certificates will be issued to the con-
tractors and will be assigned and delivered by them to the bank on the first
day of each month during the life of the credit, in principal amounts of $100,000
or multiples thereof. for convenience in keeping the accounts anti computing
the interest, and the Secretary of Public Works will arrange to advise the
bank from time to tine of the certificates about to be issued and tile principal
amounts thereof, at least five days prior to the issue of such certificates, in
order that the hlnk nayi arrange for the transfer of any necessary funds from
Its princilml office in New York City to its branch office inl Habana for the
purpose of facilitating prompt payment of the principal amounts of such
certificates to the contractors.

In order to facilitate the registration of the certificates in the names of
the contractors and the registration of the assignment thereof in the name of
the bank, the Secretary of the Treasury will keep suitable registration books
and will arrange to have a representative at the branch office of the bank in
the city of Habana, duly authorized to register the certificates and the assign
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meats thereof as and when presented for that purpose. The bank agrees to
provide suitable office facilities for such representative at its branch office
without charge to the Republic.

Thirty-first. The Republic agrees that it will repay to the bank as registered
assignee and in subrogation to the right of the contractors, or on its order,
the principal amounts of all certificates issued to contractors and assigned- by
such contractors as herein provided not later than one year frmn the (late
when the credit becomes available, in gold coin of or equal to tit, standard
of weight and fineness of United States gold colt existing on January 1, 1930,
and that it will pay to the bank interest on such principal amounts' on tie
30th day of June and the 31st day of December, 1930, and/or to tile date of
payment of the principal, at tile rate of 5h per cent per annum from the
dates on which tie principal amounts of the respective certificates slall Iave
been paid by the bank to tile contractors named therein, which dates shall
be conclusively proved by the assignments and receipts executed by the
contractors and registered by or ol behalf of the Seeretary of the Treasury
III tile forin id'iised (In tile certificates, tnil the principal amuints thereof
slill lie paid ini fall. Such principal and interest shall be paid by the Re-
public it the l'principal otlce of the bank. In the Borough of Manlattan. City
and State of New York. or, at the option of the Republic, at the branch offlce
of the bank in the city of Habana, inI which latter event the ltepublic slhll
also pay iII each instance tile amount of any tax then established by or within
tile Republic, and any other expenses whieh shall ibe payableI by the bank, ill
-onniection with the transfer of the amounts so paid to the city of New York.

Thirty-second. Tile Republih agrees that the certificates to be issued by it
to the contractors and assigned by .ruch contractors to the bank as herein
provided shall represent and constitute the irrevocable and incontestable con-
tract obligations of the Republic to repay the amounts paid by the bank to
the contractors as evidenced thereby with interest, as and when due in accord.
alive with the terms thereof and of this agreement and iii tile manner therein
and there shall be no further or additional advances thereunder.

Thirty-third. The certificates issued by the Republic to contractors and
ass!gned by such contractors to tile bank, as herein provided, shall be specially
secured and guaranteed pari p8.sa and on a parity with tile bonds by a first
preferential right and lien, to tile extent required for the payment of prin-
cipal and interest, upon 90 per cent of the revenues collected from the taxes
specfl d in Articles XII and XIX, ioth inclusive. of the public works law,
subject only to tile rights of tile holders of $20,000,000 principal aniollit of
serial certificates issued under the existing credit agreements and now held
by the public.

Thirty-fourth. As a guaranty of tile payment of the $20.000,000 credit and
interest, tie Republic agrees to hold in portfolio the $40.000,000 of tile bonds
which the bank does not agree herein to purchase, and agrees to apply tile
necessary part of the proceeds of the sale of such bonds, as and when they
are sold, to tile payment of all sums advanced under the credit and/or to the
reduction of tile credit until all such sums shall be paid with interest and
the credit shall be terminated. Whenever tile proceeds of the sale of the
said additional bonds and/or the amounts advanced under the credit shall
have aggregated $20,000,000, or the period during which the credit Is to be
available as above provided shall have expired, such credit shall be closed
and there shall be no further or additional advances thereunder.

Thirty-fifth. The bank shall have and Is hereby given the right or option
to purchase, at 95 per cent of their principal amount and accrued interest, the
$40,000,000 of the bonds to be held In portfolio by the Republic, or to purchase
a part thereof from time to time in lots of not less than $5,000,000 principal
amount. which rigit or option shall continue for five months after payment
by tile bank as herein provided for the first $40,000,000 of the bonds purchased
by it. If the bank sells any of the bonds acquired through the exercise of the
said right or option at a price or prices better than 98 per cent of tile principal
amount of such bonds, the bank will pay the Republic a sum equal to one-half
of the difference between 98 per cent of the principal amount of the said
bonds and the price or prices at which they are sold by it exclusive of any
interest.

Thirty-sixth. At any time, or from time to time, after five months from
the (late of payment for the first $40,000,000 of the bonds purchased by the
bank pursuant to the provisions hereof, the Republic may advise the bank
flit it desires to sell a stated principal amount, not less than $5,000,000, of
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the bonds field by it In portfolio, whereupon. unless within a peklod of 10
working days (excluding from said 10 (lays Sundays and holidays), follow.
Ing each such advice, the Republic and the bank shall reach an agreement
with respect to the sale and purclmse of the bonds which the Republic then
desires to sell, the Republic shall be at liberty to sell said bonds to any re-
sponsible banking or securities house or firm (other than such or house
controlled or sponsored by a contractor or contractors), upon terms not less
favorable to the Republic than those offered by the bank. After the termina.
tlon of the $20,000.000 credit in any manner herein proviled, and the pay.
ment to the bank of all suns advanced thereunder, the proceeds of any sale
of the bonds shall be applied to the payment for public works in ave'ilance
with the public works law, as amended; and also, If desired by the Itelublic.
to the purchase or payment and retirement of all or any part of tie $20,000,000
principal amount of serial certificates Issued under the existing credit agree-
meats and now held by the public.

Until required for such purpose or purposes, the proceeds of any additional
bonds sold to the bank, shall remain on deposit with the bank at Its branch
office in the city of Habana, at rates of interest to be agreed upon front time
to time between the Republic and the bank. As any of such proceeds are to
be used to make payment ;or public works, they shall be released by the
bank and 1paid to construction contractors against the delivery to it of reiul.
sitios or orders In writing signed or approved by the Secretary of I'ublC
Works and the Secretary of the Treasury of tile Republic. designating (lie
construction contractor to receive such payment, specifying the amount to
be paid and certifying that it is for public works completed by such con-
tractor and accepted by the Republic in accordance with a construction 4,4n-
tract or contracts made under the authority of the public works law. The
bank shall be entitled to accept such orders or requisitions and shall be fully
protected for payments made by It in accordance therewith and on the faith
thereof.

If. as. and( when any of the bonds may be sold to another than the bank,
upon presentation to the bank of the number of bonds so sold with a request,
signed by the Secretary of the Treasury, that they be authenticated by its
countersignature, the bank will, within five (lays following their receipt. so
countersign such bonds anl deliver them to or upon the order of the Secre-
tary of the Treasury.

ThIrty-seventh. Out of the proceeds of the collections of the revenues under
the lblic works law during the fiscal year ending June 30. 1931, the Re-
puhl't shall deposit with the batik, at its branch office in Habana, not later
ta November 1, 1930, the sum of $1,000,000; not later than February 1,
1931, the sum of $1,000,000; not later than May 1, 1931, the sum of $1,000,000;
and not later than August 1, 1931, the sum of $1,000,000. All. sums so de-
posited shall be applied to the payment of public works 51/ per cent serial
certificates now outstanding In the hands (of the public and maturing Decem-
ber 31, 1931: and, whenever moneys are in its hands available for that
purpose, the bank will use its best efforts to acquire such certificates for
the Republic in advance of their maturity at prices not in excess of the
principal amount thereof and interest plus customary commissions. which
shall in io event exceed one-quarter of 1 per cent of the said principal
amounts. and, as any such certificates are so acquired, the bank shall cancel
and deliver them to the Republic. Until applied to the purchase or p1ayitent
of said certificates, the bank will allow interest upon moneys so deposited at
the rate of 4 per cent per annum. The Republic shall be entitled to a credit
against the $4,000,000 to be deposited as aforesald In an amount equal to the
aggregate of the principal amount and Interest thereon to(i date of delivery.
of all said serial certificates maturing December 31, 1931. delivered to the bank
for cancellation prior to August 1, 1931, such delivery to lie made at Its
principal office In tie city of New York or at its branch office In the city of
Habana.

Thirty-eighth. The $20.000,000 of serial certificates now outstanding under the
existing credit agreements and held by the public, with maturities as herein-
above stated, are to remain outstanding and be paid, principal and interest,
in accordance with their terms and the terms of the existing credit agreements,
which, together with the security for the certificates thereby afforded, are to
be and remain in full legal force and effect until such payment, and the com-
mission of $100,000 payable under said agreements to the bank on July 1, 1930,
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shall be paid on that date. Except as in this clause otherwise provided, the
existing credit agreements are, and each of them is, to become and be Inoper-
ative and of no effect on and after the (late when the new $20,000,000 credit
becomes available to the Republic as herein provided.

Thirty-ninth. The bank will at all times keel) complete and accurate records
of its operations under this agreement and the Secretary of the Treasury or
any person designated by him or by the President of the Republic shall have
access thereto at all times (luring the business hours of the hank.

Fortieth. Whenever pursuant to the terms of this agreement the Government
pays to or deposits any sums of money with the branch office of the bank
in the city of Habana it Is agreed by the Republic that the bank may transmit
said moneys to its principal office in the city of New York free of any Cuban
taxes, present or future. The Republic will also pay to the bank all expenses
involved in transmitting the said sums of money to New York City.

Forty-first. All notarial charges and all taxes payable in connection with or
as a result of the execution of this agreement, with a certified copy thereof for
the Secretary of the Treasury, another for the Secretary of Public Works, and
another for the bank, shall be for the account of and shall be paid by the
Republic.

Forty-second. The parties hereto designate the city of Habana as the place
where all notifications, citations, and other Judicial and extrajudicial notices
emanating from this agreement are to be served, and submit themselves to
the Judges and tribunals of the Republic in said city, the bank hereby expressly
waiving its, own domicile.

Forty-third. Notices under this agreement from the bank to the Republic
shall he addressed to the Secretary of the Treasury or to the Secretary of Public
Works and shall be sufficiently given If sent by registered mail addressed to
the Secretary of the Treasury or the Secretary of Public Works, at Habana,
Cuba. Notices from the Republic to the bank shall be sufficiently given if
signed by the Secretary of the Treasury or the Secretary of Public Works and
delivered to the bank at its branch office in the city of Habana.

CONCLPBION

The appearers, Dr. Mario Rulz Mesa and Dr. Carlos Miguel de Cespedes, in
their respective characters of Secretary of the Treasury and Secretary of Public
Works of the Republic de Cuba, and Mr. Jos6 Emilio Obreg6n y Illanco, in
his character of attorney in fact and in representation of the Chase National
Bank of the city of New York, state that they accept on behalf of their respec-
tive principals all of the rights and obligations contained in the foregoing
clau'es.

The witnesses are Drs. Antonio Sanchez de Bustamente y Sirven, y Enrique
Hernandez Cartaya.

Thus they stated and 'declared in my presence and in the presence of the
witnesses above mentioned, who state that they are not legally disqualified
to act as such, nothing to the contrary being known to me.

I, the notary, certify that I made to the parties appearing the pertinent legal
admonitions and they stated that they were fully advised of the same.

I, the notary, also certify that I know the appearers, and that I am ac-
quainted with their occupations and residences; that they have stated all that
is contained in this document; that I have informed them and the witnesses of
their right to read it themselves and that they have renounced such right; that
I have read it to them In its entirety at their request; and that being in
accord with the contents thereof the appearers ratified the same in behalf of
their respective principals and signed together with the witnesses, adopting the
following approved corrections. [Here follow corrections.1

AnDriFoN. In the act of signing it is made known that although, as has been
said before, article 10 of the public works law fully empowers the Executive
to contract any kind of credit operation, the secretaries signing this agreement
desire. to state that the Government, although It does not think it necessary,
will immediately report to Congress as one of the conditions of this agreement
the proposition of the bankers and the decree of the National Executive accept-
Ing the same, for the Information and approval of Congress In the same manner
in which the law of July ;4, 1928, was passed; and I. the notary, make known
that in formalizing the present agreement at the presidential palace in the
presence of the honorable President of the Republic, General Gerardo Machado
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y Morales, he also subscribes it together with the princilml- and wimess.
I certify.

GEPABDo Macu.%Do.
M~muo Ruiz MESA.
C. M. CeSMEDEa.
E. OBaREoN,
ANTONIO S. DE BLst.&xA3.%t.
EsiuQuE HRa.A. I CaarT.&Y,
DR. OscAR A. MoNTsmo.

REPUBLIC OF CuB.%

SENATE

I, Celso Cuellar Del Rio, Secretary of the Senate of the Republic of Cuba.
certify: That this colegislative body in session held the 16th day of July,
1928, approved a project of law proceeding from the House of Represeutatives,
a literal copy of which is as follows:

"PROJEOf OF LAW

"ARTICLE 1. The law of the 15th day of July, 1925, published in the special
edition of the Official Gazette of the 16th day of the same month arid year, is
modified and added to by the present law, in the following manner: Article 10
shall be drawn to read as follows:

"'Time for executing the works; manner of performance and priority:
"' ARTiLM 10. The foregoing works or any other which the national executive

may consider of public convenience shall be effected subject, whenever the law
so provides, to the requirement of competitive bidding, and at the time. that
said executive may consider advisable, effort being made to have tho.e of
greatest importance executed prior to May 20, 1925, the executive beirg con-
sidered as authorized, for that purpose, to make within that j*riol all the
contracts which he may deem advisable, although such ."ntraer. ma. have to
be completed after the expiration of the said period. but in an ,', l within a
period of not more than 2U years, that is, prior to July 15. 19i5. For this
purpose, the executive shall adopt the systems or procedure which lie may
consider most advisable, being authorized by this law and invested with such
powers as may be necessary, without any limitation whatsoever. to execute
any credit operation for the financing of the works and their m-t rapid per-
formance, either in a form analogous to that established in the contract with
the Chase National Bank of the city of New York, entered into., -.n February
19, 1927, before the notary of Habana, Dr. Conrado Ascanlo y Suarez, or in the
form authorized in the contract entered into with the same entity. aktordiig to
the notarial document of June 22, 1928, before the notary of Habana. Dr.
Regino Truffin y PWrez do Abreu, or In any other form the executive may deeni
most advisable or advantageous to the interests of the nation, he being likewi.-e
empowered, in consequence, to apply said revenues to any other ne.*esities of
the nation, distinct from those of public works.'

"In the same manner and with like scope the executive is anthorized to mak.-
use of the resources established in articles 21 and 2"2 of the law f,:,r the more
complete and rapid performance of the works comprehended In th.- said articles.
as well as the financing of the work of improvement and comtru-tion of the
Habana Aqueduct, for that purpose utilizing principally the resrnr..kts derivd
from the said aqueduct which was taken over by the nation lby virtue of the
decree dated September 11, 1925, which decree Is approved atld ratified in all
Its parts by this law. In the execution of the works effort shall e made, in
each year to make proportionate distribution thereof for each Province, takin-g
into account the population and requirements of each and t-are being taken to
see that the order established by the law is followed, said pri0.rity being
adjusted in all cases to the greater importance or necessity of the works and
to the most equitable distribution of the available funds, the ",mpleti-n of the
central highway being considered as imperative together with the antlago
Aqueduct, the capitol, the sea wall at the entrance of Habana Harbor, and as
preferential the sewerage systems, paving, and schoolhou,4es. The executive
shall endeavor to subordinate the volume of work to the rquirem-nis (of the
sugar industry during the crop season, adopting for such :puruo- whatever
measures may be necessary. In the contracts which are *x.-:eu,l with the
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Government, the contractors shall agree to submit themselves to the Cuban
judges and tribunals, and in no case may they allege their status as foreigners
or bring any claims against the Cuban Government except before the national
tribunals.

"Article 13 shall be drawn to read as follows:
"'Consumption tax on gasoline, petroleum, and other products.
"'AT. 13. The proceeds of a tax of 10 cents per gallon oii the consumption

of gasoline or any other product Imported from abroad which is used ii sub-
stitution therefor in all the national territory, the customs duties on tile said
products being reduced to the amount of 1 cent for each gallon. The national
executive is authorized to establish, if lie shall deei it iII order, and In such
amount as lie may deem advisable, a consumption tax on petroleum and its
derivatives, and in an equal manlier, on the coal consumer in the national
territory, the customs dutis now in force b ,ing reduced to !uch miniauin as
the executive iniy fix. The proceeds of the taxes which may b' established in
accordance with the foregoing paragraph sliall be applied, first, to cover the
decrease in the general budget of the nation resulting front the reduction of
the customs duties previously mentioned, and the balance to create a special
fund which shall be called "National irrigation and agricultural development
fund," which shall be applied solely and exclusively to preparing and carrying
out a phn of irrigation and agricultural development in the national territory,
the executive being authorized to adopt such regulations as he may deemii
advisable for the better and more efficient accomplishment of this purpose,
especially to establish the manner of reimbursement to the said fund, by the
parties benefited, of a part or all of the cost of the work. There shall be con-
structed in the city of Habana, on land reclaimed from the scat along the water
front of the bay, and charged to this fund, a building adequate for the purpose
of holding therein periodical national exhibitions, preferably agricultural and
industrial, or great conventions.'

"Article 18 shall have the following paragraph added thereto: ' When in
notarial documents of creation of property rights, the parties agree that
no interest shall be charge(], or agree upon a rate of interest so low as
obviously to demonstrate ati intention of evading the tax. the nation shall have
the right to collect the tax, calculating in such cases as the rate of interest for
assessment an! collection, that of 7 per cent per aium.' Article, 20 shall be
drawn to read as follows: 'Period of time taxes. Anir. 20. The taxes spmecificd
in articles 14, 15, 16, 17, 1S, and 19 are established with a temporary character
and shall be iII force for a period of iot more than 20 years front July 15, 1925,
or until such time as the works to be performed -hall be wholly paid for and
the contracts entered into by the executive for tie linancliig thereof shal be
entirely liquidated, at which time the collection of the taxes shall cease.' The
taxes specified in articles 12 and 13 shall be of permanent character and shall
be especially applied to the following purposes: (a) The taxes specified in
article 12 and in the first paragraph of article 13 shall be applied to preserve
and improve the works constructed, especially the roads. (b) The taxes which
may be established in accordance with the pro.'isions of the second paragraph
of article 13 shall be applied principally to preserve and improve the works
accomplished in accordance with the third ld fourth paragraphs of said
article. Article 22 shall have the following paragraph :added thereto: ' The
system of reimbursement for the city of Iabana, established by article 21 of
this law, and the systems of other reimbursements aid iti.essinents established
in article 22 shall be applicable also to the other works included in the public-
works plan, especially the highway and irrigation works, for which purpose the
national executive is authorized to issue such regulations and orders as may
be advisable for the better and more effic'acious rehiibursemient by private
parties to the nation of the cost of the works, as compensation for the benefits
or Improvements which private property may receive by reason of said works,
including the amplification to the extent he may deem necessary of the zones
subject to expropriation. The national executive is authorized to establish
"National monuments," issuing such regulations and orders as he miy deem
advisable for the best and most efficacious protection of the said monuments,
whether they be of historic, artistic, or patriotic character, as well as for the
conservation of the natural wealth and beauty of the country.'

"ART. 2. All other provisions and dispositions of the said law of July 15,
1925, are ratified by the present law, in all particulars which are not contrary to
the modifications or additions aforesaid.
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"ART. 3, This law shall become effective from the date of its publication In
the Official Gazette of the Republic."

I also certify that the said project of law was approved by the favorable
vote of the 16 senators present. Messrs. Daniel Compte, Augustin Cruz, Horaclo
Dfaz Pardo, Ricardo Doiz, Alfonzo Duque de Heredia, Iorenzo Fernandez
Hermo, Wilfredo Fernandez, Carlos Gonzalez Clavell, Paustino Guerra, Modesto
Maidllue, Manuel Martlnez-Moles. Manuel Vera, Jos6 R. Villal6n, Rosendo
Collazo, Celso Cuellar and Clemente Vasquez Bello, the three last named being
secretaries and president, respectively, of this body, said number of votes con.
stituting those of two-thirds of the total number of the members of this co.
legislative body at the date of approval of said project of law. And for the
pt.irse of remission to the secretary of the treasury who has requested these
presents to give effect to the deed for the financing of the general plan of public
works, and in accordance with the order of the president, I issue these presents
In Habana, the 21st day of February. 1930.

CELso CULTLAR NM. RIo,
Secretary of the Senate.

Approved.
CTimL"mTE Vsr~m BzLw,

Preuident of the Senate.
(Here follows the seal of the presidency of the Senate. I
I, Dr. Oscar A. Montero y Beldarrain. lawyer and notary of this city and

district, with residence In the same. certify to the authenticity of the signatures
of Messrs. Clemente Vasquez Bello and Celso Cuellar dt.l Rio. who in their
respective capacities as president and secretary of the senate of the Republic,
authorize the foregoing certification, bemuse of the likeness which said signa-
tures bear to those which they customarily use in all their acts. hereby making
known that this certification has been delivered to me by Messrs. Drs. Mario
Rulz Mesa and Carlo% Miguel de C&-ped,:-. in their capacities as secretaries
of the treasury anti public works of the Republic. to be annexed to the fore-
going document and form a part thereof.

Habana. February 26. 19,10.
Dr. OSCAR A. Mo. 'z).

[Here follows the seal of Said notary.:

RPuaLnc OF CUBA, HOVSE OF REP NTATIs. Pftzsmm CY

(Here follows a rubber stamp whirh says:) "House of Representatives,
21 February, 1930. 028832."

I, the undersigned, secretary of the House of Representatives. certify: That
as appears in the minutes corresponding to the session held by this colegislative
body the 25th day of June. 1928. rea1sterpl at folio 147 of the minute book of
the third legislature of the thirteenth congiresslonal period, there was adopted
Rmong other things the following, a literal copy of which reads as follows:
"On a vote by name ordered by the Pre-idency and by 84 votes in favor to 4
4 against, there was adopted the resolution to approve the petition for suspension
of the rules presented by Messrs. C. Machado and others, in order to take up
immediately the proposition of law presented by the same gentlemen modifying
articles 10 and others of the law of the 15th of July. 19,25. There voted in favor:
Mesqrs. Agular, Aguilar, Albuerne. R. Alfonso. J. M. Alfonso. Elio Alvarez,
Alvera, Alliegro, Aragon6s, Ariza. A. Barrero. 0. Barrero. Beltrfin, Bosch,
Bover, Bravo Acosta, Calis. R. Campos. F. Campos. Candia. Carrillo, Castillo,
Cisneros, Cruells. Cuesta, Cueto. Echeverrfa, Espinosa, Finalis. Pundora, G.
Montes, George, Gil, L. Grau, B. Grau. Haedo. Hernandez Dou. Hirzel, Infante,
C. Machado, E. Machado. Madrid. Martinez Quiroga. Martinez Rivera, Menci6,
Mendoza, Meso. Milan~s, Main. Navarrete. Nuflez. Rafael Padierne. Ricardo
Padierne, Parodi, Perez, Piedra. G. Pine. Ponce. Prado. Ramirez. Reco. Reme-
dios, Rey, Reyes, Rio, Rivero, R. Barahona. I. Crenm. R. Ramirez. Ruble, San
Pedro, Sardifias, Sierra, Soto Izquierdo. Tom. Torre. Trujillo. Urbino, Urquiago,
Villal6n, Villaverde, Alberni. la Guardia y Gu-ls Inclfi. There voted against
Messrs. Castellanos, Cruz Ugarte. Walter del Rio. and Zaydin. (Mr. George
6ceupied the presidency.) Without dismus sion the whole of said proposition
of law was approved by vote by name. by 66 votes in favor and 4 against, there
having voted consequently in favor two-thirds of the voting representative
There voted in favor: Messrs. Agniar. Aguilar. Albuerne. It. Alfonso, J. M.
Alfonso, Elio Alvarez, Alvera. Allegro. Aragonfs. Ariza, A. Barrero. 0. Barrero,
Beltrdin, Bosch, Bravo Acosta, Calfls, R. Campos. F. Campos, Candia, Carrillo,



SALE OF FOREIGN BONDS OR SECURITIES 2021

Catillo, Cisneros, Cruells, Cuesta, Cueto, Diaz Valdes, Echeverrfa, Espinosa,
Finales, Fundora, Garefa Montes, Gil, George, L. Grau, B. Grau, Haedo, 0.
Hernandez, Hirzel, Infante, it. Machado, E. Machado, Madrid, Martinez Quiroga,
Martinez, Rivera, Mestre, Menci6, Mendoza, Meso, Milanfs, Mola, Mora digo
Navarrete, Nuiez, Rafael Padierne, Ricardo Padierne, Parodl, Perez, Pledra,
G. Pino, Ponce, Prado, Rainirez, Recio, Remedios, Rey, Reyes, Rio, Rivero, R.
Barahona. I. Crem6, R. Ramirez, Rubjo, San Pedro, Sardiflas, Sierra, Soto
Izluierdo, Tolal, Torre, Trujillo, Urbino, Urquiaga, Villal6n, Viliaverde, Alberni,
la Guardia and Gulls Incliln. There voted against Messrs. Castellanos, Cruz
Ugarte, Wolter del Rio and Zaydin.

Article 1 of the project of law was approved by vote by name by 86 votes
in favor and 5 against. Article 2 was approved by vote by name by 80 votes,
all in favor, and also by vote by name article 3 was approved by 86 votes, all
in favor, approving the proposal of Representative Carlos Machado Morales
that it be sent directly to the Senate. Said 86 votes constitute two-thirds of
the total number of the members of this colegislative body on the date of the
approval of said project. And on the petition of Representative Octavio Bar-
rero Velazco, I issue these presents, upon the authorization of the President,
in accordance with the provisions in paragraph 8 of article 35 of the rules,
In Habana, on the 21st day of February, 1930.

Dr. JosE ALBimNi.
Approved.

RAFAEL GUAS INCLAN, President.
(Here follows the seal of the House of Representatives.)
I, Dr. Oscar A. Montero y Beldarrain, lawyer and notary of this city and

district, with residence In the same, certify to the authenticity of the signa-
tures of Messrs. Rafael Gulls Inclin and Jos6 Alberni, who in their respective
capacities as president and secretary of the House of Representatives of the
Republic authorize the foregoing certification, because of the similarity which
said signatures bear to those which they customarily use in all their acts, hereby
making known that this certification has been delivered to me by Messrs. Drs.
M1ario Ruiz Mesa y Carlos Miguel do CC-spedes, in their capacities as Secretaries
of the Treasury "nid of Public Works of the Republic, to be annexed to the
foregoing document and form a part thereof.

Habana, February 26, 1930.
Dr. OscAR A. MOermo.

(Iere follows the seal of said notary.)

No. 55. ExmNszoN

In the city of Habana, on the 5th day of March, 1931, before me, Dr. Carlos
Alberto Saladrigas y Heredia, a lawyer and notary public of the notarial col-
lege and district of this capital, a resident thereof, as accidental substitute for
my colleague, Dr. Regino Truffin y Perez de Abreu, and In his office of records,
appear Mr. Mario Rulz Mesa, Secretary of the Treasury of the Republic of
Cuba. a native of the Province of Santa Clara, a Cuban citizen, of legal age,
married, a lawyer, and a resident of this city; Mr. Manuel Lombillo y Clark,
Secretary of Public Works of the Republic of Cuba, a native of Matanzas, a
Cuban citizen, of legal age, married, an engineer, and a resident of this city;
and Mr. Louis Samuel Rosenthal, a native of the United States of America,
an American citizen, of legal age, a banker, and a resident of this city.

CAPACITIES

Messrs. Mario Ruiz Mesa and Manuel Lombillo y Clark appear in this act in
the name and in behalf of the Republic of Cuba, hereinafter called "the Re-
Public," and in their respective capacities of Secretary of the Treasury and
Secretary of Public Works, which high offices they now hold and by virtue of
and in accordance with the power and authorization to them conferred by
presidential decree dated March 2, 1931, by which they were designated for
the execution of this deed, a certified copy of said decree being at the end
hereof, to all of which I, the notary, attest.

And Mr. Louis Samuel Rosenthal does so in the name and behalf of and in
his capacity as attorney for the Chase National Bank, of the city of New

92928--32--PT 4-- -7
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York, hereinafter called "the bank," a banking association organized and ex.
listing in accordance with the laws of the United States of North America,
with Its principal office in the city and State of New York and doing business
in this Republic; under the power of attorney which said banking institution
conferred In favor of Mr. William.Ignaylus Quealy, before the notary of the
city of New York, Mr. John F. Brostnt, on the 30th of July, 1927. the original
whereof, properly authenticated and with its translation into Spanish was
protocolized before the notary of this city, Mr. Conrado Ascanlo y Suarez, on
August 22 of the same year, under No. 572, which power was delegated in its
integrity by the said Mr. William Ignatius Quealy in favor of the appearer,
Mr. Rosenthal, by another deed executed before the notary of this city, Mr.
Francisco Garcia Montes, on the 14th of May, 1930, under No. 130, such power
containing among others, the following faculties:

"Second. To do business with the Republic of Cuba or with any Province,
municipality, or other governmental department or subdivision thereof, and
with its officials and accredited representatives, and to make by contract or
otherwise any like negotiation with respect to tiny matter which affects or
relates to the legal status of said bank in the Republic of Cuba, or its business,
or with respect to the loaning of money or the granting of credits, or the ob.
training or acceptance of concessions or privileges of any kind from said Re.
public, Province, or municipality or other governmental department or sub-
division and to execute any and all contracts or engagements which may thus
be made."

I, the notary, certify that the extract agrees exactly with the Spanish trans.
lation of the aforesaid protocolized power, a certified copy of which I have
before me in this act, without its containing any other clause or particular
which amends, alters, or restricts the tenor of what is copied; Mr. Rosenthal
declaring, under oath, for the purposes of what is provided in article 215 of
the existing notarial code of Cuba, that the power protocolized by the afore.
said deed No. 572, as also the documents attached thereto, are authentic and
the acts they contain true; that he is responsible to third parties for whatever
damages might arise from said documents should they prove false; also th.at
the power which lie uses has not been revoked, suspended, or limited in any
way.

The appearers assure me that they are in the full enjoyment and exercise
of their civil rights, and 1, the notary, find them to have the necessary legal
capacity for the execution of this instrument.

STATEMENT

All the parties appearing in their capacities aforesaid state:
First. That the congress of the Republic, by means of an amendment intro-

duced in the public-works law of July 15, 1925, which amendment was duly
adopted and sanctioned by the national executive on July 24, 1928, and pub.
lished in the Official Gazette on the 25th of July of the !:ame year, directed
the national executive to endeavor to have the public works authorized by the
public-works law constructed before May 20, 1935, and authorized and em-
powered I|, within the terms of the aforesaid amendment, to adopt the sys-
tems and (procedures deemed most convenient for that purpose, and to enter
into any I.redlt transaction for financing such public works and their speedy
completion, whether in a form similar to that adopted in the agreements made
between the Republic and the bank by deed executed before the notary of this
city, Mr. Conrado Ascanilo y Suarez, on February 19, 1927, under No. 143, or in
the form determined by the agreement entered into by deed executed on June
22, 1928, before the notary of this city, Mr. RegIno Tr.uffin y Perez de Abreu,
under No. 114, or in such other form as the national executive should consider
most convenient or beneficial to the interests of the Republic; the said amend-
went likewise providing that the taxes to which articles 14 to 19, both in-
elusive, refer, which were declared by the public.works law to be of a tem-
porary character, be extended and continue In force for a period not longer
than 20 years, from the 15th of July, 1925, until the (late on which the public
works undertaken shall have been totally paid for and the contracts made by
the national executive for financing the same are entirely liquidated.

Second. That the national executive, in conformity with the powers and
faculties conferred upon him by the constitution and the laws of the Republic,
and in order to accelerate the completion of the public works already con-
tracted for, pursuant to the general plan of the public-works law and the execu-
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tdon of the public works of greatest importance mentioned in such law, and
such others of major importance mentioned in such law, as were between them
considered by the national executive of public convenience, in order to have
such works completed before the 20tlb of May, 1935, has granted, prior to that
date, contracts for public works authorized by the said public-works law, and
fWr the purpose of providing additional financing for the carrying out of said
public works, invited the bank to nmakq a proposal to that effect to the Republic
which the bank formulated In two documents dated the 30th of January and
the 3d of February, 1930, respectively, and the 8th of the same month of Feb-
ruary the secretary of the treasury duly accepted such proposal lit behalf of
the Republic. I

Third. That the national executive, acting in accordance wth the powers
conferred on him by the constitution ain( laws of the Republic, in view of the
favorable report of the Secretary of the Treasury, by executive decree No. 189
of February 10, 1930, published in the Official Gazette of the same day, and in
order to provide for payment to the contractors for work completed prior to
the collection of tile income appropriated for such payments by the public.
works law, accepted the aforesaid proposal indicated therein as the most bene-
ficial one for the financing and rapid execution of the public works, created
and authorized in proper form an issue of $80,000,000 principal of public-works
bonds of the Repuldic and the opening of a $20,000,000 credit by the bank it,
favor of the Republic and in due form also intrusted to the secretaries of the
treasury and of public works with the compliance with said decree find the
execution of an agreement to carry it into effect, in all its details.

Fourth, That the congress of the Republic, with the quorum required by
article 59---No. 3 of tile constitntion--ratifiedi and approved the aforesaid
financial olieration in Its integrity find as it was accepted by presidential
decree No. 189 of Februiary 10, 1930, referred to in clatise '3 preceding, and
the law coitainig such approvll, dilly sanctioned by tile I'resident, was
published atild bore tile late of March 5. 1930. in the Gazette of the same date.

Fitth. That purstalit to tile terllsa lind c 'tilit;"lis of tit, aforemcntioncd
proposal of the bank and those of tile national I.'ecutive's decree cited, anl
in compliance therewith, tie secretaries of the treasury and of public wirks,
it behalf of the Republic, entered into an agreement with the hInk by deed
No. 34 of the 26th of February, 1930, before the notary of this city, Mr. Oscar
A. Montero y Beldarrain, by virtue whereof the batik, anaongst other things.
placed at the disposal of the Republic a credit of $20,0:0,0W for it period of onle
year, as specified In said deed, against whicli redlit tnt subject to the llo-
vision which regulated its use, pursuant to ti same deed, the Republic could
Issue ani( deliver to contractors for the construction of public works, tinder
the public works law deferred payment work certificates tiit to silil! atloulit
of $20,000,000 for work (lone by said contractors under and by virtue of their
respective construction contracts and accepted by the Republic, which certifi-
cates were to be numbered consecutively from 1 upwards; would be authorized
in the name and behalf of the Republic by its secretary of public works:
woull be recorded in the treasury department; would bear as their dlte of
issue the day on which tiley would lie signed by said secretary of plllic
works and would mature the 4th of 'March, 1931; woull lie assigned by tIe.
respective contractors to the bank which would pty their atnount to stid
contractors; would bear interest at the rate of 511/,, per cetit per tintitn ol the
fiict value thereof, front the respective dates on which said amounts of prin-
cipal were refunded to the bank by the Republic guaranteeing their payment
in the sime degree and on tile same conditions ts title bonds referred to itt
said deed No. 34 with a preferential title tand lien on 90 per cent of the itonte
collected front the taxes specilled in articles 12 to 19, both inclusive, of the
public works law, subject solely to the rights of time holders of the $20,000,000
principal amount of serial certificates issued under the existing credit agree-
ments and sold to the public by the bank, pursuant to the deed executed on
June 22. 1928, before the notary, Dr. Regino Truflin y Perez de Abreu, under
No. 114 ain( by said deed No. 34 by which tle Republic its additional setirity
for payment of the aforesaid deferred payment certificates and interest there-
on, likewise agreed to retain in its portfolio the $40,000,000 in bonds which
the bank did not undertake to purchase, out of the $80,000,000 In bonds issued
under the aforesaid deed No. 34 and apply the proceeds from the said retained
bonds when and as sold, preferentially antd in the necessary portion, to the
payment of till sums advanced by reason of tile credit and/or to the reduction
of said credit and until all such stuins should be paid and the credit be closed,
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the remaining covenants and conditions whereunder the said bonds were issued
and those under which the said deferred payment work certificates were issued,
being set forth at length in the aforesaid deed No. 34.

Sixth. That by virtue of the agreement contained in the aforementioned
deed No. 34, executed before the notary of this city, Mr. Oscar A. Montero y
Beidarrain, on February 26, 1)30, the bank has now in its possession deferred
payment work certificates signed by the secretary of public works and recorded
in the treasury department, properly assigned in favor of the bank, of which
assignment the treasury department hs taken note, to the amount of $20,000,.
000 offleial gold currency, which certificates are detailed and described here.
under :

Liquidacion do intercses sobre eertflcado8 de obra con pago diferido, pagados
Por the Cha8e National Ral,, of the Oity of Do Acuerdo Con La Eacritura No.
3/ de Fecha Febrero 26 de 1930, ante el Notarto Gscar A. Montero y
Beldurrain

Cer-
till- Feha del motde
cado Pago Pagado al contratista Class do obra Importo delcado l~gocertiticado
No.

1930
1 Marzo 11 CompTalia Cubana do Contratistas .... Carretera Central ............... 994,124.17
2 ...id ...... d.... ................................. .....Id ..................... 859,065.14
3 ... d ...... Warren Bros. Co ................... d ........................... 371,222.95
4..-d ........... Id .......................................Cd ..................... 484,317.90
5 I ...d........ fd .......................................Id ................... 495,689.07
0.-Ad ------ id ............................................Cd .................... 1,530,933.41
7 I...d ...... . Id ................................. ..... Id .......................... 9, %2.77
8 1 l . -...........d .................................. f[ ........................... 1, 494,8.36.25
9 I""Cd . ..... d ..................................Cd ...................... 89,504.72

18 Marzo 7 -C d .............................I..... Id ................. 342,616.23
21 ...i...... ...... Id ............................. I ................... 440, M1.33
11 1 Marzol8 Conipaflia Cubana do Contratistas .......... Id ........................... 149,000.00
12 1....d . d................................. I -----.id ........................... 110,000.00
14 ' Id ... Id .......................................................... 54, 000.00
15 .:::Cl : ... id .......................... Id. . . . .
10 ---.Id ..... Id ..................... . "Ad .................... 591,203.91

... id ........... d .............................. ..................... 485,490.88
16 ...hd ...... Warren Brothers Co ..............I.d ........................... 389.84
17 .... . Cd ...................................... td ........................... 289,812.38
19 C...d ........... Id ................................. .....Cd ..................... 402,710.61
20 ... fd ------ - d .................................. .....id ..................... 178,399.91
46 Marzo 22 Buenaventura Blanco ................. Carretera YnguaJay A Meneses.. 1,80.50

4 Marzo 28 .F. Hernan,lez y E. Rodriguez ...... Acueducto Trinidad ............ 8,165.45
2 Marzo3l Juan Pulg Snarl .................... Hsp. Ceral Machado ........... 6,834.09

47 I AbrUl 1 Juan Rebozo ....................... Carretera Baracoa A Sabanlla... 3,812.07
6 I...td ...... Primitive del Portal .................. Ale. en Santa Clara ............ 27,410.23

22 Apri 2 Warren Brothers Co .................. Carretera Central .............. 18,328.39
23 .... . ..... ...................... .....Id ...................... 46 5. 23
24 AhrlI 10 ...Cd ................................. .....Cd ..................... 30, 000.00
25 .. C . Cd ...................................... Id ........................... 28,000.00
1 -Id ...... Ottis Elevator Co ..................... Rep. Ediflelo Barraqu......... 854.40
I Abril 12 Oscar Fernandez ...................... Hosp. Oral Callxto Garcia ...... 2,295 84
1 ...id ...... Jos6O0'1eilly .......................... Adap. Coleglo do Belfn ......... 13,510.69

26 Abril 16 Cornpaflia Cubans do ContratIstas.... Carretera Central ............... 767,361.13
28 .-Id ...... d..... I ................................. .....Cd ...................... 8.5, 00.00
27 ...d ...... Warren Brothers Co ..............Cd .................. 773,572.8Z5
6 Abril 17 Prirnitlvo del Portal .................. Ale. do Santa Clara ............. 31,544.86

30 Abril 23 Warren Brothers Co .................. Carretera Central ............... 367,8.99
33 ...d ...... Comlla Cubans do Contratistas... ..... Id ........................... 480,91&80
34 Abril 24 ..... (L ................................ C..... d ........................... 53,000.00
29 ...Id ...... Warren Brothers Co ............... ..... Id ........................... 104.92
31 .. Id Cd..................... .. 2,518.74
32 ...id ........... Id . ........................ .. d......... 1 13,648.70
35 Abril 25 .... id ...................... ........... : ............... 936,791.30

I Abril 26 Enrliue oGarcia ....................... Edfclio Dec. Agricultura ....... 30 248.00
3 ...id ...... d.... M ................................. ....d .................... '524.13

45 Abril 30 Juan Rebozo .......................... Rep. casa en Baracos ........... . 362.01
5 Mayo. 1 Mestre Machado y Cia ............... Acueducto en P. del Rio ........ 1 1,481.66
6 ..d. .... Id ................................. .....Cd ..................... 180,69.87

sn ...Id ...... d..... d ................................ Institute del Cancel ............. 28,504. 56
48 Mayo 3 Buenaventura Blanco ................. Carr. Yagueiay a Meneses ...... 3,120.24

4 Mayo 6 Maritnez y Rojas ..................... Inst. en Santa Clara ............. 202.93
5 Mayo 7 J. F. Hernandez y E. Rodriguez ...... Ac. en Trinidad ................. 9,52&659
1 Mayo 8 Thoe. Leveau ......................... Emb. de Ia Habana ............. 1 3,00),00

49 ... d. . Juan Rebozo .......................... Carr. Baracoa a Sabanllla ....... 87&54
36 o Warren Brothers Co ................. Carretera Central .............. 295,811.16
37 . d ................................ ....d ..................... 16, 48 84
7 Mayo 19Primitivo del Portal .................. Ale. en Santa Clara ............. 20,63.73
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Ldquldacion do intereses sobre certifieado8 do obra con pago difierido, pagados
por the Chase National Bank of the Oity of De Acuerdo Con La Esoritura No.
34 de Fecha Febrero 26 de 1930, ante el Notarlo Oscar A. Montero V
Beldarrain-Continued.

Cer-I
tif- Fecha del Pagado al contratlsta Clase de obra Impiorte (lel
cado pago certlficado
No. i

I , Mayo 21 Martinez y tojos ........ ....... I Inst. on Santa Clara ----------- (,391.92
9 1...1d ...... '-....fd ................................. Palacio Justicia Sta. Clara ...... 2, 195. 80

.-id ...... Joaquin Casaliz ....................... Hos. en Oral Machado ......... 1,200.00
5 Mayo 22 Juan Pulg Snarl ....................... ..... Id ........................... 7,826. 22
2 Mayo 23 Alvesd y Gutierrez .................... Sanatorio La Esperanza ......... 46, 4.
3 Mayo 24 . (..... Id ................................. I ........................... ,16. 61

39 ... i ...... Conipaflia Cubana do Coutratistas .... , Carretera Central ............ CA7, 11.97
44 ... Id ............ I ................................. (..... 1i ........................... 307,547.83
40 itMayo 26 1.. i................................. Id..... i ............................ 76,000.00
45 ... Id ............ Ii .................................. ..... td ...................... 41,000.0042 Mayo 27 Warren Brothers Co .......... 72.4043 '..f ... .. ... .Il .. ... .... ... .... ... .... ... i . .. l ........................... 2 5 3 .9
43 ... ...- Ad.........------ Il--------------d --------------------- 25,339. 97
41 ...- d ...... I ................................. I ........................... 51,616.9238 .... id.. .. . . d . ... .. ....................... d ........................... 375, 491. 09
46 . .' ... .. . .| .. . . . . . . ................. I ..... ill ........................... b79, 715. 111
2 Mayo 29 Oscar Fernandez-- ---------- - hospital C. (ar-a .............. 4,110.05

Juno7 iArturo eltrn-........................-cd. Santiago do Cuba ......... 122,983.38
51 Junlo 11 Juan Rebozo .................. Carrt. Ilaracoa ASabanilla ...... 1,9009.03

3 '..d..... Martinez y Roj1is .----------------- Inst. Santa Clara ................ 1,013. 8R
5 ill-...................................... d ........................... -- 1,941.62
2 .- Ad ...... Theo, Loveau ......................... E ib, Ilahana ................... 750.00
6 Junto 13 J. F. lernandez y, E. Rodriguez ...... Acro. en Trinidad ............... . 11.411.77
1 Junto 14 Walter y Cendoya Co_ ........... llosp. en Oral. Machalo ......... 3,490.00

Junlo 18 Ottis evator Co ............ . Rep. Edlflclo BfarraquS ......... 2.56.00
57 .Junto 20 Cia. Urbana de Contratacldn Ave. do los Prosllentes .......... 223,314.84
51.. ...... Compafilia Cubana fie Contratstas.... Carretera Central ............... 50,000.00
57 ... d ..... I....I.............................. (I ................. .. 52,000.00
47 ..- d ...... Warren Brothers Co ................. i 27,072.3748 ..Ad ...... ..... Id .............................. . 320,41.749 _ d .......................... 310,619. 80
42 !...ld ------ -- .... d.................. td .......................... 14,082.26

,50 d... ...... Coil)afila Cubana d Contratistas ...... id ........................ . 470,408.10
56 d...d - I ---------------------------- ----------....... 483,.519.32
I ...... Mestre Machado y Cia ............ 'tdto, en Cainaguey. .......... 120,403.29
1 ... .......... d---------------...... Carretera P. del Rio 6S. J. Mar. 59,305. 91

tines. I
63 Junto 21 Warren Brothers Co ........... -I Carretera Central .............. _ 186,000.01
54 ... d .... ... -id ......................... ...... ..... to --------------------------- 37, 394.21
5 ....A. .. ..........................--- i .................... 304,599. 78

80 ...Ad ...... Buenaventura Blanco ................. Carretera Yaguajav , IMeneses 3,135.60
2 .... td ...... Francisco Garcia ...................... See. do la Presldencia ........... 957.88
8 Junlo 27 Primitivo del Portal .................. Alet. on Sta. Clara .............. 33, 618. 9
3 Junto 30 Fuan Pulg Suarl ...................... flosp. en Gral. Machado ........ 6, 507.80
2 Julio 1 Arturo BeltrAn ........................ Aedto. Santiago de Cuba ........ 27,016.62
7 Julio 10 'Mestre Machado y Cia ............... Acdto. P. de Ito ............... ; 69,617.61
3 Julio 14 Theo. Leveau ......................... Emb. Ilahana ................ 750.00
2 ... ld- Oscar Fernandez ...................... ilospital C. (arcia ............... 492.21
7 Julio 18 J. F. llernandez y E. Ro-riguez ...... Acdto. en Trinldad ............ ..5,594.09
2 .. Id ..... Mestro Machado y Cia ............... Ale. en Cauagucy .............. 21. 23.25
1 Julio 21 J. F. Iernandez y E. Rodriguez ...... Parque en Gra!. Machado ....... 1.217.02
1 .. fd ..... Federico (. Fahre -------------- Const. Escucla 'leenia ......... 28.980.00
4 Julio 22 Arvestl. y Gutlerrez ------------ Sanatorio l~a Esperanza ......... 129.62
I Julio 23 Mestre Machado y CIa-------. -Carr. (uinesA Nueva Ilaz ...... 5,033. 70

17 ... d ..... Purdy & lenderson Co ............... Ca itolio ....................... 50,787.49
2Agosto 7 Mestre Machaio y CIa ............... 0 del RIloi S.J. y.artinz. 9,000.72
8 .. fd . d-----------------------Acdto. en P. del Ito ............ 28,777.08
4 Agosto12 Juan Pu-g y Suar--------- ----- Hosp. en Ural Machado ......... 4,790. 60

Agosto2l Purdy & Henderson Co ........... Capitolto (666) .................. 14,147.65

20,000, oXO. 00

Seventh. That in fulfillment of what has been agree(] between the Republic
and the bank, the maturity of said credit as regards all or any portion of its
Principal is extended for 90 days, which shall begin to !"in and be counted frol n
to-day, the 5th of March, 1931, exclusive, and shall expire on the 3d of June
of the present year, notwithstanding which It 1iay later be extended in like
manner for a period or periods of 90 days each, or less. at the request of tile
Republic through its Secretary of the Treasury, who is hereby desiginted
for that purpose, at least 15 days prior to the expirationi of the exlen-ion



2026 SALE OF FOREIGN BONDS OR SECURITIES

period then current and granted by the bank. The bank may give or refuse
such consent at its will, notwithstanding which the total number of extension
periods shall not exceed In the aggregate a maximum period of two years.
Unless further extended upon request and consent as herein provided, said
credit and deferred payment work certificates shall Ie due and payable as to
principal and accrued interest from December 31 ultimo. at the expiration of
every extension period that may be running.

Eighth. It Is likewise agreed that the deferred lyment work certificates iII
question are to be considered as extended to correspond to the present or any
future extensions of the maturity of said credit mid shall continue to draw
the samle interest as agreed in the aforementioned deed No. 34 Until they are
paid, without their security nor any of tit conditions established in the said
deed being changed, which security andl conditions are hereby ratified and
reproduced to all legal effects, this agreement being only a s-idple extension
of the date of maturity of the aforesaid $20,0410,000 credit opened for the
acquisition of such deferred payment work certiticates t har are by such fact
likewise extended. 0

Ninth. That the Government of the Republic shall pay and deliver to the
bank within 24 hours (of the execution of thi. deed, as commission, one-quarter
of 1 per cent on the total amount of the aforesaid $20,000,000 credit. in addi.
tion to the interest fixed in the original agreement., and will, besh.es. ay
In advance for each one of the successive 90-day exteiisions that llay be
granted it, the same one.quarter of 1 per cent on the principml amount of said
credit then unpaid upon agreeing it each one of the said extensions, such coma.
mission being reduced in the corresponding amount if any of th agreed ex-
tension. should be under 91) days.

Tenth. That the extension referred to in the Immediately precedinig clause
shall be considered as subject to the compliance, and understood as without
any force or effect if within time period of 31) days counting from to-day, or
within such further periods its the bank may consent to. the Republic dries
not comply with the following requIrements:

(a) That th' holders of the treasury gold notes of the Republie of Cuba re.
ferred to in deed No. 1.56. executed before the notary of this city, Mr. Ocar
A. Montero y Beldarrai, on October 30, 1930, shall accept ill legal form the
present or any further extensions of the period of the $200.(W0,000 credit and
the deferred layment work certificates in the same form as appears iII deed
No. 31 of the 26th of February, 19310. before said notary, aid on the same
conditions stated in clauses 14 and 24 of ti, above-referred-to deed No. 156
of October 13, 1930, before Doctor Montero.

It. That on said provisional and on the final notes referred to in the letter
(a) there shall be affixed a rubber stamp which shall be signed by time Secretary
of the treasury, or the person he imay designate, and by the fiscal agent, which
shall be worded, more or less, as follows: "This note is likewise subject to
the additional deed executed on - of - , 1931, before the notary of this
city, Dr. Carlos Alberto Saladrigas y Horedia as substitute of Dr. Regino Truffin
y Wrez Abreu. under number - Habana - of - , 1931.

Scerctary of the Treasury.

Fiscal Agent.

(c) That it law be passed with the quorum required by artieko 59-No. 3 of the
constitution and sanctioned in legal form containing substantially the following
articles:

"Article 1. The President of the Republic is hereby authorized to extend up
to a maximumn period of two years the maturities of the credit of $20,000,000
and deferred payment work certificates acquired with said credit. in accordance
with the financing operation agreed with the Chase National Bank of time City
of New York accepted by presidential decree No. 189 of February 10. 1930.
with all the necessary forms and details for Its realization to which the
national executive has agreed or may agree, in the exercise of the powers
granted to him as contained in the law of March 5, 1930."

"Article 2. The agreement entered into between the Chase National Bank, of
the city of New York, and the Republic of Cuba oi the 26th of February, 1930.
under No. 34. before the notary of this city, Mr. O.ear A. Montero, is conse-
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quently hereby totally ratified for the additional period or periods of time up to
the maximum limit of two years which the executive has agreed or may agree to
with the aforesaid banking"institution according to the stipulations contained In
the deed executed and in the files of the notary, Mr. Regino Truffin y Pdrez de
Abreu, under No. 55, on the 5th of March, of the present year.

"Article 3. The deeds executed on October 0 and November 21, 1930, under
Nos. 150 and 166, before the notary of Habana, I)r. Oscar A. Montero, between
the Republic of Cuba, Warren Birothers Co., the Cia. Cubans de Contratistas
and the First National Bank of Boston, as also the additional deed which will
be executed between the same contracting parties and other holders of notes,
are likewise hereby ratified and approved in all their parts.

"Article 4. This law shall be in force from the day of its publication in the
Official Gazette of the Republic."

Eleventh. For the corresponding effects the appearers request the acting
notary to record on the deferred payment work certificates related in clause
5 of this instrument the extension of the maturity date herein agreed, and for
such purpose Mr. Rosenthal. in behalf of the ba'ik, shall exhibit said certificates
whereon I, the notary, shall record said extension by affixing to each one of
them, upon compliance with all the conditions stipulated in the preceding
clause, a rubber stamp which will read as follows: "The date of maturity of
this certificate has been extended without any change of its interest, security
or any other of its conditions, in accordance with the deed executed before me
under date ,f March 5. 1931, under No. 55. Habana. - of - , 1931.

Notary PuHbli."
A('EIPTA NCE

All the appearers. il their caitaitih's afoit-aid, add:
Twelfth. That in so far as they ate respectively coneprlid they accept the

present deed for nll its legal eft'ects.

.IVEAIS AND Olit.I.ATIONS

Thirteenth. That all expenses and fees to which this (teed mua.y give rise,, with
a certified copy for the Republic and anoth('r for the hank shall be for the i-
count and charge of the Republic who will also r'imhnbrse t1h1. bank -lny other
reasonable expetnse or disl)inrenient which It may have incurred by virture of
the present ngreeawnt or niny fulnre extension, or whiclh it may incur on
account of the .anie.

Fourteenth. That they designate this elty as lie place Il whic'i all notifica-
tion., summonses and (o11cr judicial and extra-judicial process s shall take
place and submit themselves to the Judges thereof with express waiver of tle
jurlsdielion of their own domicile, should it he different.

.NOT.\RIA!. Ai) ICES

I, tile rota'y gave to the executing alr b'lis orally. . tile gal rewrvations and
adnionltions w, to lertinent ri'gulatiois.

READING AND RATIFICATION

Executed by the appearers, in their rel(.'liv' cllciti's, in Illy presence.
I, the notary, certify that the appearers have' stated what tiw l r e int Eocu-

ment contains; to having informed them of their right to 'vd It for theniselves:
to my having read it, upon their waiver. In its Integrily ail in a single ilet. and
that in accordance with its tenor it is ratified and signd by them.

To all of which, as well as to a knowledge if the nplvarers, and other circuin-
stances relating to their nationality, citizenship, age, (lvil status. profession
and residence, 1, the notary, attest, and likewise that with the approval of all
the following corrections are made: (A uIs of corrections follows).

MARIO RuIZ MESA.
M. LOMBILLO ('LARK.
L. 14. ROSENTIIAL.
Da. ('ARLOS A. SALADRIGAS,
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REPuIuo OF CUBA, PRESIDENTIAL PALACE,
DEPARTMENT OF THE TREASURY.

EXECUTIVE POWER--DECHFE NO. 328

Whereas pursuant to the contract entered into by the Republic of Cuba and the
Chase National Bank of the City of New York a,; set forth in deed No. 34 of
February 26, 1930, executed before the notary of this capital, Mr. Oscar A.
Montero y Beldarrafn, the said bank placed at tile disposal of the Republic a
credit of $20,000,000 for the acquisition of deferred payment work certificates,
for a period of one year which Is about to expire, secured by forty millions of
the public works gold bond., then issued and which the Government ires not
considered it convenient to sell, (lue to the state of the security market;

Whereas the said banking institution has presented to tills Executive a pro.
posal for the extension of said $20,000.000 credit and the deferred payment work
certificates acquired therewith, for a period of 00 days, which period may like-
wise be extended, on request of th± Relublic ani at the will of the bank, for
successive periods of a like number of days, or less, the total number of such
extensions not to exceed a mlaximuni term of two years. on the same conditions
stipulated ill the aforesaid deed whereby the credit was granted to the Republic,
and such credit and deferred payment work certificates, issued by tile Depart-
ment of Public Works and acquired by the bank with said credit to retain tile
preference which they now have over the treasury notes issued by deed No.
150 of October 30. 1930, before the Notary Oscar Montero y Beldarraff, for the
termination of the central highway;

Whereas this Executive considers time proposal formulated by ie t'hae
National Bank of the city of New York acceptable and convenient for the
Republic;

Now, therefore, in the use of tile faculties conferred upon me by tile conisti.
tution and tihe existing laws, upon the proposal of the Secretary of the Treas-
ury, I resorc

First. To accept tile offer of extension of the term of tile aforenntioned
$20,000,000 credit formulated by the Chase National Bank of tile city of New
York.

Second. To authorize the Secretaries of the Treasury and of Public Works,
in tile name and behalf of the Rtepublic, to appear at the execution of the
pertinent deeds, relating to the extension of the term of the credit and the
acceptance of same by the parties Interested ill tile treasury note issue. oil the
conditions agreed with this Executive.

Third. That tile aforesild (ontracts be submitted to tile alproval of tile
honorable Congress of the Republic.

The Secretaries of the Treasury and of Public Works are intrusted with the
fulfillent of the disposition of this decree.

Given in the presidential palace in Habana, on the 2d of March, 1921.
OEl1ARDO MACHADO, 'rCidcnlt.

MARIO Rx'IZ M ESA,
Secretary of the Treasury.

I certify: That this is a true copy of its original. which Is sent on this
date to the Offiial Gazette of the Republic for publication. Habana, 2d of
March 1931.

31AII1O RUIZ MESA,
Sccrctary of the Trclsury.

It agrees with the original to which I refer, which, tinder tile heading of
serial No. 55, remains In the general current files of the notarial office in
charge of Dr. Regino Truffin y Perez de Abreu, now Ill mine, as accidental
substitute of the latter. And I issue this first copy for "tile Chase National
Bank of the city of New York" on twenty-five sheets of paper, without affixing
tax stamps thereon, tle expenses of the account being the charge of the Cuban
Government, and pursuant to the resolution of the Secretary of tile Treasury
communicated to this notarial office in the 16th of July, 1928, tax stamps are not
affixed in this case, a notation being made of the dispatch of this copy ol the
margin of the original. Habana, the 7th of March, 1931.
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Senator JohNsox. Are there any other agreements in writing that
you have with the Cuban Government?

Mr. SCHMIDLAPP. No, sir.
Mr. WILLIA-31s. I may have a copy of it here.
Senator Johniso.N. Well, is there any other?
Mr. AN Eso.N. There is one other agreement.
Senator JOHNSON. State what it is in terms, please.
Mr. ScTM i APP. It is in connection with this $20,000,000 credit.
Senator JoH.Nso.N. Relating to its application, and the like?Mr. WILLAMs. Merely extending the time for the payment of it.
Senator JoJ.-Nso.,. If 'you have a copy of it, will you be good

enough to produce it?
Mr. ,V,1.1Mrs. Yes.
Senator Jon.sN. Now is there any other agreement that you have

with the Cuban Government?
The (CIr.unMAaN. Senator Johnson, if we are going to have that

agreement which was just referred to put into the record we will
have it put in at the same place where the others were put in the
record.

Senator JOHNSON. Yes. It is understood that they will all be
placed in the record at the same point. Have you any other agree-
ment with the Cuban Government?

311'. SCHIMIDLAIP. No, sir: not that I know of.
senatorr ,jhixsoxN. Any other agreement, either verbal or written?
Mr. SC1IM1ILAPe. No, sir; not that I know of.
Senator JoHNso N. i\nv agreement with anybody who represents

the Cuban Governmen in'any way, shape, form, or manner.
Mr. ScnMIDAPP. No, sir.
Senator JOHNSO-N. How was it that you happened to employ Mr.

Obregon ?
Mr. S m1,3i.uDP. We thought he was a man that had banking

experience with his previous position. He had a good position in
the Island. We thought lie would be a good contact man. And he
was first employed as a new business man.

Senator JOHNSON. That is, as a new business man, contact man,
generally, I assume?

Mr. SCH MIDLAPP. Right.
Senator JOHNSON. )idl he hold any other official position in the

Island?
Mr. SCnIImLAeP. Not when he was employed by us.
Senator JOHNSON. Did lie subsequently?
Mr. SCH.MIDLAPP. I do not know.
Senator JOIINS0o-. Do you know whether or not he had anything to

do with the household of'the President?
Mr. SCH3nDm,eAP. No, I do not know; no, sir.
Senator JoHiNso.N. Was there any position that he held in con-

junction with the household of the President?
Mr. SCjI.IDAPP. No, sir.
Senator JoHtso.-N. You are not aware of any?
Mr. SCH.1IDLAPP. No, sir; I am not aware o'f any.
Senator JOHNSON. Does he make his home in Habana?
Mr. SC.1MIDLAPP. Well, he did at that time. I do not know

whether lie has remained there since his resignation or not.

2029



SALE OF FOREIGN BONDS OR SECURITIES

Senator JoiiNsoN. Did lie receive during the time that lie was in
your employment any other sum, remuneration of any kind, directly
or indirectly, from the bank or from anyone that you are familiar
with that did business with the bank?

Mr. SCnIDLAPv. Nothing other than his salary. The bonus was
a part of the salary.

Senator JohN.soN. That is what I am getting at. Did lie receive
a bonus?

Mr. ScHmIDLAPP. It has been the custom in the Chase for a good
many years to pay *the officers and employees a bonus not exceeding
10 per cent of the annual salary. l r

Senator Jojmxso.N. Well, did he reeeiwe his 10 per cent of lj
annual salary?

Mr. SCHMIDLAPP. When it was paid?
Senator JohiNso.. When it was paid.
The CHAIRMAn. Did all the other employees receive it?
Mr. SCHmiDLAPP. And all the other employees received it.
Senator JohiNsON. That is, lie received $12,000 a year in the begin-

ning. He received in conjunction with the other employees of your
establishment the 10 per cent bonus?

Mr. SCHII)LA.PP. Well, up to 10 per cent. It varies in different
amounts. I do not know whether he received the full amount.

Senator JohN.so.N. When was it you began paying him the $19,000
a year?

Mr. SCIIMIDLtPP. Have you got the date?
Mr. ANDERSON. I have not got the date.
Senator JoHN-so.. Well, approximately. I am not particular

about the (late.
Mr. AND1ItSON. I think probably about a year before lie left.

That would be in April, 1930, about. That is just a guess. I am
not sure.

Senator JOHNSON. The last year of his employment probably you
were paying him $19,000 a year?

Mr. AN-DEMSO-. Yes.
Mr. SCIIMIDLAPP. Yes; at the time of his retirement lie was re-

ceiving compensation at the rate of $19,000 per year.
. Senator Joui.NsoN. At the time of his retirement lie was receiving

compensation at the rate of $19,000 per year. 1)o you know whether
or not he had any other emlployment (during that period ?

Mr. SCIIMIDLAIP. Not to my knowledge.
Senator ,oHNsoNv. J)o you know whether or not lie received any

remuneration from anyone in the employment of the Cuban
Government ?

Mr. SCI MIDLAPP. Not to my knowledge.
Senator JohNso.-. Do you know whether or not from any con-

tractor that was dealing with the (uban Government lie received
any sum whatsoever?

Mr. SCIUMIDLAPP. I do not.
Senator JoniNso.N. We may take it as final, so far as you are con-

cerned, then, that neither directly nor indirectly from you or from
anyone with whom you are familiar at all did lie receive anything,
except his regular salary and possibly the bonus that was paid to
all of your employees? '
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Mr. Sci DLAoPe. That is correct, to the best of my knowledge.
Senator JOHNSON. Has there been any occasion when any knowl-

edge has been brought to you as to any suim that he may have received
from any other source?

Mr. SCHMIDLAPP. No, sir.
Senator JOIhNsoN. Do you know whether he had any private busi-

ness beside that which he transacted in conjunction with his
employment?

Mr. SCIID11DLAPP. No, sir.
Senator JOHNSON. He had none?
Mfr. SCHMInDLrp. So far as I know, he had none.
Senator JOHNsoN. Do you know whether or not the President of

the Republic had any private business?
The CIAVMA.-N,. You are speaking of Machado now, Senator?
Senator JOHNSON. I am, sir; yes, sir.
Mr. SCHMIDLAPP. Well, he was a man of affairs. I assume that he

did have.
Senator JOHN O.N. Do you know whether he was in the contract-

ing business at all?
fr. SumMxn)IrP. I do not.

Senator ,JoixNSoN. Or the sale of materials which would be used
by contractors who were dealing with Cuba?

Mr. SCHMIDLA IP. I do not; no.
Senator Joiixso.. l)id you personally know the gentleman in

question, Mr. Obregon?
Mr. SCH.MIDLAPP. Yes, sir.
Senator JoH.soN. 1)id you ever talk to himi about his connections.

official or otherwise?
Mr. SCHMIDLPP. No, sir.
Senator ,JoHiNSON. Jtist in what particular was he contact man or

personnel man, as you have described?
Mr. SCIIMIDLAPP. Just what the words imply. I do not know

that I can elaborate it any more than that, sir.
Senator JOHNSON. You can not elaborate it any i[ore thani that.

Well, I ask you the direct question ill fairness to you and that the
record nay show it. Wits lie employed because of his relationship
with the President of the Republic? '

Mr. SCH..UDLAP. No, sir; I think that lie was employed because
of his general contacts through Habana and through the island in
general; and lie had previous banking experience.

Senator JomuNso.N. Was there any particular reason for severing
his connection with your banking institution ?

Mr. SCm MI DLAPP. Well, reorganization of the management.
Senator JoH.,sox. Reorganization of the management.
Mr. SCHMJDLAPP. Of the particular branch.
Senator JoiiN-so~x. And when you reorganized the management of

that particular branch he severed his connection with your
institution?

Mr. SCIIIDLAPP. Well, prior to that time we had done it oi the
basis of a joint managership. And we came to the conclusion that
we preferred one manager, an( employed a man by the name of
Rosenthal, who took the position as active head of the branch.

Senator JOHNSON-. Well, did you still have a contact man or a
personnel man?
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Mr. SCIMIDLAPP. Not in the same sense, no.
Senator JoijNso.. Not in the same sense? You dispensed with

that particular official of your institution, then?
Mr. SCnIMTLAIu. Yes, sir.
Senator JonNxsox-. And at the time that you employed Machado's

son-in-law ha(1 voU a personnel manl or a contact man, the business.
getting man? I aiim enleavoring to real the syn,,nvms--all of those
terms which might be used in the employment7of the gentleman?

M r. Scnru[m,.tr,. Perhaps not specifically, although in the conduct
of any of the branches the officers' duties 'omnprise making contacts
and bringing in Nisiness as they are able to.

Senator JoivsoN. But a specific employment of that sort had not
been had in your institution prior to the enil)loyment of Obregon?

M[Nr. SCHMiDMAPP.-ANO, sir.
Senator JOHN[xSox. N. Then he conitimed ill his, eml)loyment un.

til what specific date, did- you say?
Mr. Scu.mIU,. April,'19:1.
Mr. ANDERSON. April 15, 1931.
Senator JoIIN.SoN. A)ril 15, 1931. At that time you (onteml)lated

no further loans to Cuba, did vou.
M. SC1.1Mm,)LAIP. Exeepting'that the existing credit is still out.

standing.
Senator JoiiNsoNs. Well, that was one that had already been made

and by contract existed?
Mr. SCHsMIDLrr. BV contract existed; that is correct.
Senator Joi-XsoN-. Vou contemplated no further additional loans

to Cuba, did you?
Mr. SCI hLAPP. Well, other than the fact that the $40,000,000

unsold long-term bonds would be used to retire that credit, so while
there is no contract on it, or nothing specifically implied-

Senator ,JoIiNsoN. Well, that existed by virtue of all agreement
at that time, did it not?Mr. Scn.rrni,.vI'. In the sale of those $40,000,000 remaining bonds,

Senator ,JOHNSON. Well, do you mean to say that since the re-
tirement of Obregon there has been an agreement in relation to the
$40,000,000?

Mr. SCI IMn.\PP. There has been no agreement.
Senator JoiiNsoN. Exactly. So that whatever existed in relation

to the $40,000,000 bonds existed at the time of his retirement, did
it not?

Mr. SCIIMIDLAPP. Yes, sir.
Senator Joii.so:N. And you contemplated no other or further loans

since that time?
'Mr. SCIIMIDLAPP. That is correct.
Senator Jou-so-x-. Yes. Do you know where Mr. Obregon re-

sided during the time that he was in your employment?
Mr. SCnIIMIDLAPP. He resided in Habana. I do not know where;

what street.
Senator JohN-soN. Do you know whether he resided at the Presi-

dential Palace?
Mr. SCHJMIDLAPP. I do not know.
.Hr. WILLIA\MS. I know as a matter of fact he did.
Senator JoixmsoN-. Thank you, sir. Well, if you will search your

men10v don't you recall that you knew that fact, too, sir?
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1r. SCHMIDLAPP. No; I do not, sir.
Senator JoiiN,-soN. You (o not. All right. But the fact is that

he did.
Mr. WILLIAMS. Senator, Mr. Sclhmidlapp did not go to Habana on

anv of these transactions, sir, and would not be as familiar with
these details as I would. I

Senator JOHNSON. But he told me that he knew the gentleman in
question, and lie had met him here a number of times.

Mr. SC1141IDLAPP. I met hin in New York.
Mr. WILLIAMS. Yes.
Senator JoiNiso.N. He told me that he had met him a number of

times, and I thought that because of that fact it would be likely
that he would know his residence.

There was an account that was rendered the other day by Selig-
man, the house that made its loan to Peru.

Mr. ANDERsON. J. & W. Seligman.
Senator JoiuNso.. J. & W. Seligman; yes. The account that was

rendered was particularized as to Juan Leguia. One of the items
that I find there is April 17, 1929, Chase National Bank, $2,000. Do
you know anything about that?

Mr. SCHMIDLA.T. No, sir: I (to not. I could look into the records
and very easily get an explanation of it.

Senator JoH, soN. Do you recall any financial transaction of any
sort that the Chase Bank'had with Juain Leguia?

Alr. SCJ IILA It. No, sir; I do not.
Senator JoU.so.N. Another item that appears in the particular

account that was rendered by that 1)atricular firm is April 25, 1929,
Chase National Banik, $8,000. Do you recall that?

Mr. ScliiMinDA'r. No, ,ir; I do not.
Senator JohNsoN. And I assume you, of course, have no knowledge

about it?MrL. WILLaavils. No, sir.
Senator JOHNsON. Would you do the committee the kindness to

look up those two itemns-I will give you the dates and the amounts-
and send a communication to the committee stating what they were?

Mr. SctIIDLAP. Yes, sir.
Senator JoNsoN. You do not know what they were. I want to

state to the chairman of the committee that oni Sunday morning
I wrote Mr. Breck asking him to advise me on it. I have received
no reply from him as yet. April 17, 1929, Chase National Bank,
$2,000. April 25, 1929, that is eight days afterwards, Chase Na-
tional Bank, $8,000.

Mrl'. SCIIMIDLAP. And this is in connection with Peru?
Senator JoHxsoN. I have not the slightest idea. All I know about

it is this. This is the account of Juan Lguia with J. & W. Seligman
& Co., and in the credit amounts of that account occur those two

items.
Mr. SCILMIDLAPP. Leguia?
Senator JoiixsoN. Yes; Leguia.
Mr. VILLIA-1,s. Were the amounts paid Senator, to the Chase Bank

or by the Chase Bank?
Senator JonNcsoN. No; to the Chase Bank. I will not even say that

they were paid to the Chase Bank. They merely appear in the ac-
count as credits to the account of Juan Leguia.
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Mr. ScjuMIDLrP. Yes. We will write you a letter about that, sir.
Senator JOHNSON. If you please.
The CHAIRM. AN. Write it to the committee so it will be printed.
Senator JOaNsoN. If you will send it. to Senator Smoot, if you

please, as the chairman of the committee.
Mr. SCHMIDLAPP. Yes.
(The following letter was subsequently received by the chairman:)

CHASE NATIONAL BANK,
New York, Januarp 29, 1932.

Chairman Finance Committee, United Statc8 Senate,
Washington, D. V.

MY )EAR SEN.TOR S.'too'r: In accordance with Senator's Johnon's request

at tue hearing of the ennnittee, held on January 27, 1932, I beg to advise you
that the transactions in April, 1929, concerning payments to J. & W. Seligman
& Co., Were as follows:

WeI' received (aide itslructions from our correspondent. I),nco del Peru y
Loiilrvs. Linia. Peru, to pay. on Alril 17, $2,000 and on April 25 to pay $8,000
to J. & W. Selignat & Co., New York, for account of Juan Legula.

Thse. trunsactions concern confidential relations with our foreign corres-
ponelit and we trust will not be made a part of the public record of your
coiinittee's hie:iring. The information is given to you in confidence.

Respectfully yours,
C. J. SCHMIDLAPP.

Vice President.
(Folhwing is copy of a telegra|i by tl-e elmirman to Mr. Schillidlapp and

the reply thereto:)
JANUARY, 30, 1932.

CABL J. SCIIMIDLAPP,
Vice Pre,;idcnt Chase National Bank,

New York city, N. Y.
Senator Johnson insists that your letter 29th instant ragacding Legula

a ccomt he tinae public. Kindly wire authority to print same in hearings.
Otherwise I an of the opinion you be be requested to aplxar before the com-
inittee to give testiniony with rference thereto

RE SsMOoT,
Chairman Finance Committee.

NEw Yoax, N. Y., January 80, 193R.
lhi. RtD SmooT,

Chairman Senate Finance Comnmittee, Washington, D. C.:
Telegram received. If committee insists upon making my letter 29th in

slant public, we have no objections.
C. J. SCiIMIDLAPP.

Vice President Chase National Bank.

Senator Jolisox. Mr. Wiggin is the president, is he not, of the
Chase Bank?

Mr. ScHMIDAPP. No, sir; he is chairman of the governing board.
Senator JOHNsoN. He is chairman of the governing board?
Mr. SCHMIDLAPP. Yes.
Senator JOhNSON. Well, what is the distinction, if you please?
Mr. SciimDLP. Well, Mr. Aldrich is president.
Senator JOHNSOn. Yes. Well, what is the authority of the gov-

erning board?
Mr. SCHMIDLAPP. He has the same authority as the president.
Mr. WILLIAMs. He is the chief officer of the bank.
Senator JOHNSON. That was my understanding. So that when I

called him president of the bank I was using it as interchangeable
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with the chief officer of the bank. I have observed all interview
with him that has coie across the water front Berlin. January 24,
in which he holds responsible for the present situation Messrs. Mellon
and Stimson and says if there is any criticism of the new standstill
agreement with Germany lie is prepared to contend, and lie will,
that it should probably be levelled at Messrs. Mellon and Stimson.
Do you know anything about it?

MJr. ScIIuIIAI. I just heard the ruior, that is all.
Senator ,JoIINso. Did you read the interview ?
Mr. SClIMIDLMn . No, I have not read it in detail, Senator.
Senator JoHNsoN. And can you give ie any information respect-

ing it at all?
Mr. SCIIMI.App. No. I have no ol)inion on it.
Senator ,JoiNsoN. Well. I am not asking yoit for an opinion. I

am asking for information. Are you familiar with Ir-. Wiggin's
activities abroad?

Mi'. SCHtMIIDL AI'll. Y-,s. si.: somewhat. Not inl detail.
Senator JOHNSON. Well, yeou do recall the Loiidon (onfeen'ece, do()

Von not ?
Mr. ScniuIL)I U%,. Yes, sir.
Se'nator JOHNSON. You recall the fact that Me&srs. Mellon and

Stimson were l)resent at that London conference? Either one or
both ?

Mr. SCI.MILAPP. I recall that Mr. Stimson was. I do not re-
meimber that Mr. Mellon was.

Senator JOHNSON. Well, you have read. because it appeared iii all
pal)ers of the date that I have given -ou. the interview that was
l)lrportedl to have been given by Mr. Wiggin ill respect to the matter.
have vol not?

Mr. SH HMIDLAI,. Yes, sir.
Senator JoHNso.N-. Well now. with your knowledge of what Mr.

Wiggin's activities have been abroad can you state to hie the basis
for his statement with reference to the present standstill agreement
and the present situation generally. that if criticism is to I)(- directed
at anybody it is to be directed at'Messrs. Mellon and Stijuson ?

Mi. SCHMIDLAI'1'. Not with my knowledge that he has made it.
Senator JOIIxsON. Not with your knowledge?
Mr. Sum.I Lm'r'. No.
Senator ,Joi.Xs(. And when you read the interview did you havc-

any interest in it?
Mr. SCe TmLA I'll. Well. casual.
Senator ,l0ilN. Nat ur'ally. A little more thall casual, would it

nliet e?
Mr. ScInEII)TAlP. I do rt think it is fair for me to state Mr. Wig.

gill's position on it anyhow.
Senator JOHiN'sox. I do not want y'ou to state it unless you.know it.
Mr. SCII MIDIAPP. I don't know it.
Senator .JoIiNSoN. If you know the attitude that lie has or the at-

titude that the Chase Na'tional Bank has von are perfectly comnletent
to state it. And if vou do know it I would like you to state it.

Mr. Scmm)m',.%pm. I prefer not to state Mr. Wiggin's statement.
Senator JoiNsox. What is the view of the Chase National Bank?
Mr. WimI.ms. I (10 not think the hmird of directors of the bank

has functioned on it. Senator. so it has 110 position.
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Senator JOHNsoN. This gentleman comes, you know, to speak with
authority for the bank.

Mr. IVIWAMS. I know, but-
Senator JoHNso.N. Well, it may be that the board of directors has

not functioned. Let me have your view, then. We will put it that
way,

Mr. SCiIMIDLAPi'. I prefer not to express it.
Senator JoiiNsoN. You prefer not to express it. Have you a

view? I am not asking you to express it. I say, have you one?
Mr. SCHMIDLAPP. I will answer "no.)
Senator JoHNso., Doubtful about it?
Mr. SC1IMIDLAPP. My answer is "no."
Senator JojiNsox. I know, but your hesitation was so long that I

asked you if you were doubtful about it.
Mr.'SCIIMIDLAPP. My answer remains "no."
Senator JoiNisoN. Still no. All right, sir. I do not want to

press you into opposition to Mr. Wiggii.
Mr. WILLIAMS. I think the witness is embarrassed at expreSsing

an opinion in any larticular way or form on what purports to be a
newspaper interview with Mr. Wiggin. le does not know-

Senator Johi-so-. Oh, yes. I ama not asking him to verify any
newspaper interview with Mr. Wiggin unless lie knows the fact.

Mr. WILLIAMSt. I doubt if lie knows Mr. Wiggin's views.
Mr. SCHiviDI,.PV. lie does not know the fact.
Senator JohiNso.-. Oh, yes, l)ardon me, there was sufficient de.

veloped here to show that lie had some knowledge with respect to
the matter. I was pressing him with respect to that matter. If he
says now that he has no knowledge, and lie does not wish to speak
concerning it, I will let it go with that.

Mr. WILLI..AS. Of course, Senator, we all have knowledge in read-
ing the press reports-

Senator JoliNsos. I am the last man in the world to take a press
report and insist upon its verity.

Mr. WiLLizaams. But to ask Mr. Schmidlapp to comment on Mr.
Wigins-

I-enator JoHmsoN. I am not asking him to do any such thing. I
am asking him if he has a view on this subject, and if the bank has a
view on this subject, and if lie has, what it is. That is the point.
Could you answer me, please?

Mr. SCHAIMDLAPP. It is already in the record, Senator.
Senator JoHNSoN. It may be:
Mr. WILLIAMS. If you have any views, or if the bank has taken

any official view on it? If it has not-
Mr. SCHMIDLAPP. It has not.
Senator JoHiNsON. Well, I am not asking you for a resolution of

the board of directors.
Mr. ScH11mnIAPP. They have taken no official view.
Senator JOHNsoN. I realize that. No official view.
Mr. SCHMIDLAPP. I do not know whether they have taken an un-

official view or not.
Senator JOHNSON. And you do not know whether they have a

view or not?
Mr. SCOMIDLAPP. I do not.
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Senator Joh.so.v. And you do not know whether you have a view
or not?

Mr. SCHMIDLAPP. No. I do not.
Senator JoHNSO.N. All right. Mr. Wiggin will expres it himself,

I assume, when he returns.
Do you know how much short-term credits of Germany was paid

between the 15th day of June and the 15th day of December?
Mr. SCIIMIDLAPP. In total?
Senator Joiixxso.x. Yes.
Mr. Sciiixlntu'. No, I do not. offhand. About 18 per cent is my

guess.
Senator Jou.xNso.,. Do you know what sums in short-term credits

were paid to your bankii_, institution or to tile Chase Securities
Co. between the 15th day of June and the 15th day of December?

Mr. SCIIMIDLAPP. I -'ould rather let it come from tile records
themselves.

Senator JoII.NsON. Can you state to me approximately?
Mr. SCIIMIDLAI'P. I wold hesitate to put in a figure.
Senator JoiNsox. Was there a considerable sum of short-term

credits laid between those date. by Germani;-t .he Chase Bank?
Mr. SCIIMIDLIPV. I would say ye-.
Senator JoitNso.N'. Yes. Nt,,w.up to the time of tile payment of

tio.se short-term credits by Germany what was the amount of short-
term credits held by the Chase Bank?

Mr. SChI1ML.MvP. Again I would prefer taking it right from the
records so as to have it accurate. I did not know that I was to testify
on this subject.

Senator Jojixsox. Do you know ?
Mr. Sc1nMLAPiv. The que-tion
Senator JoHNsoN. I was waiting. I thought possibly you lad

some answer to obtain from - t

Mr. SCtI3IIDLAPI. Mr. Anderson :aid that it was paid to all the
banks which held the German credits. which of course is true.

Senator Jojxisox'. Yes. Can you not give ine-I (ho not care
to ask you to send down here a statement of the matter unless it is
absolutely essential--can you give me approximately the amounts
of short-term credits that were paid between those dates to the
Chase National Bank?

Mr. ScHMiDLArP. When you :a% "'approximately," Senator, how
much leeway do I have)

Senator JoHNsoN. Why. whatever leeway you want to take, be-
cause it would be considered an approxilaition and a matter of
recollection by me.

Mr. Scjitil aIp. I would say approximately $201000900.
Senator JOHNSO N. Approximiiately $20,000120. You think no

more than that?
Mr. SCIIMIDLAPP. I think no more.
Senator JonNsoN. Do you know what amount of short-term

credits on the 15th day of December or prior thereto-in the month
of December. say-were held by the Chase National Bank? German
short-term cred"ts?

Mr. SCinixlOLAPP. Well, again, on approximate basis, $71,000,000.
92928-32-T d---S
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Senator JoHNSON. Well, the $71,000,000 were testified to by Mir.
Aldrich the other day.

Mr. SCHIuDLAPP. Yes, sir.
Senator JOHnSON. You are aware of that. are you not?
Mr. SCHMIDLAPP. Yes.
Senator JoHN SO.N. And those $71,000,000 then existed?
Mr. SciliumwrPP. Yes.
Senator JoHNso-.N. That was at that time?
Mr. SCHMIDLAPP. Yes.
Senator JoHNsoN. I am asking between the 1st and the 15th of

December what amount existed.
Mr. SCHMIDLAPP. I do not know. I would say approximately the

same. but I do not know the specific figure. I do not know" just
what payments came i-n in those two weeks' time.

Senator JOHNSO.N-. Well, then. I will ask you. if you please. to make
a note of the fact that you send the amount of short-term credits
that were paid to the Chase National Bank. or in the payment of
which it participated, between the 15th day* of June and'the 15th
day of December, 1931.

Mr. ScmiMimDAPP. Yes, sir.
(Letter of January 29, 1932. received by the chairman:)

TImE 4_IIASE NATIONAL BANK.

New Yr rl.. Jitnlarli 2f', J!'.;?.
Hon. REE SMoo/r,

Chavi-nn Fin le, Committee. United State,. , rnatr.
Va.-shingt'i,. D. C.

My DEARF. SEN.%TOR SMoor: In ac -ordan'e with the requt',t maile to oir
vice president, Mr. Carl J. Sehinidlaml.. by Senatir J,,hn-on. at their ht'arin
of the committee held on January 27. 1932. I take lleasure in infoirming, yill
that the total amounts of the German short-term ereli s :i, l(.n-terl li.
ings of the Chase National Bank and the branches. the I'iace Bank Park.
Chase Securities Corporation. and (hae-HarrLs-Frbtes Corpuratim. a ,,if
June 15. 1931, and December 15, 1931, were as follows:

.hi.e 1.5, 1931 Dec. 15. 1931

The Chase National Bank, New York (short term) ................... mI. 029. 3fP $6.59. 309
The Chase National Bank, New York (long term) .......................... 1.751,'41 1,812,510

Total ............................................................... 2. 7L007 6.381,819
The Chase National Bank, London:

Short term .............................................................. 3. 37. 000 1, 772. 00
Long term .............................................................. 10). SW 72,160

50.519. 857. 70, 225,979
Long and short term holdings of the Chase Bank. Paris, Cha-e SeC8r,:ie.7

Corporation, and Chase-Hlarris-Forbes Corporation ................... 4.289.0S0 4,352.11
Grand total ........................................................... 91.10 , 947 71, .,78,16)

The long-term holdhigs above referred to are tak.xn at beok value as of De.
cember 15, 1931. In my testimony before, your committee at the hearing held
January 4. 1932, I used the market value as of Decnmber 31. 1931. which was
the value of these holdings shown on our books as of that datt,.

The reduction in amount of the s ,rt-terrm commitments Isetween June 15,
1931, and December 15, 1931, results from payment.-; received from the German
debtors during that period.

Between December 15, 1931, and December 31. 1931. the short-term credits
of the Chase National Bank were further diminished by payments from the
German debtors but on December 19, 1931, the short term credits and long
term holdings of the Chase National Bank were increa-ed by the short-term
credits and long term holdings of the American Espress Bank & Trust 'o.
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which was merged with the Chase National Bank ont that date. Thteir short
term credits and long term holdings which wer( Out :deled to the Chase
National Bank were:
June 15, 1931:

Short-term credits -------------------------------------- $3,684,277
Long-term credits ------------------------------------------- 221,191

Dec. 15, 1931:
Short-term credits ------------------------------------------- 2, 707. 652
Long-term credits ------------------------------------------ 10, 806

Trusting that this is the information you desire, I ani.
Respectfully,

WINTIROP W. ALDRItCH. President.

Senator JoHxsox. Was any transfer made luring that period of
short-term credits to any individual or to any corporation or to aly
banking institution by your bank t o

Mr. SCUMIDLAPP. There was none.
Mr. Viua.%3is. Senator, here is that other agreement extending

the time of payment of the $20.000.000 cred it.
Senator Johi-soN. Thank yotI, sir. If I nai put it in the record,

and then it may be returned to you if you dc-ire. Is that an
original?

Mr. W ILLIA3IS. NO. It is a prt of my file. If you would return
it to me as soon as you can I will appreciate it.

The CHAIRMAN. 'That will be printed following the others offered
this morning, so we will have them altogether at one point in the
record.

Senator JoH.soN,. Yes. I ask to have it in-erted as a part of the
record, if you please.

Senator Joivisox.. Have you a l)rosl)ectus of the loans that you
sent out or that was issued b;y you in respect to these Cuban loans?

Mr. SCIIMIDL.\rP. Yes. Here are three.
Senator Jonsox. I ask that these be inserted in the record.
The CHAIRMAN. Senator Johnson, are they all the same?
Mr. ANDERSON. No. One is long-term bonds, and two are serial

certificates, of different dates.
The CHAUMAN. Of different dates?
Mr. ANDERSON. Yes.
The CHAIUMANx. They can all be printed in the record at this point.
Senator JOHNSON'. Those are all in the nature of a prospectus?

Those are all of the documents that you sent out?
Mr. ANDERSON. Yes.
(The three papers, being prospectus of $10.000,000 Republic of

Cuba Public Works 51/2 per cent serial certificates, dated October,
1929, prospectus of $10,000,000 Republic of Cuba Public Works 51/
per cent serial certificates, January, 1929, and prospectus $40,000.000
Republic of Cuba Public Works 51, per cent sinking fund gold bonds.
February, 1930, are here printed in the record in f till, as follows:) '

$10,000,000 REPuBmc OF CUmA PUBIue WORKS 5%, PJs CENT SERIAL CEMRIOATMs

Dated July 1, 1928. Due, $6,250,000 December 31, 1931; $3,750,000 June
30, 1932.

Total authorized amount $60,000,000, issuable In series in the following
amounts and maturities: $5,000.000 due December 31, 1930; $5,000,000 due June
30, 1931; and $6,250,000 due December 31 and June 30 each year from December
31, 1931, to June 30, 1935, both inclusive. To be presently outstanding
$10,000,000 (this issue).

I
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The serial certificates are not redeemable prior to their respective maturities.
Coupon certificates in denomination of $1,000. Principal and semiannual

Interest (June 30 and December 31) payable In gold coin of or equivalent to
the present standard of weight and fineness of the United States of America
gold coin at the Chase National Batik of the city of New York in New York City
or Habana, at the holder's option, without deduction for any Cuban taxes
present or future.

The following information regarding these certificates is from information
furnished by His Excellency Santia -.-o Gutierrez do Cells. Secretary of tile
Treasury of the Republic of Cuba, alld other official sources:

Security. The public works 511. ier cent serial certificates constitute direct
obligations of the Republic of Cuba, under agreement ratified ant] approved by
the Cuban Congress by law published in the Official Gazette on June 29, 192S.
They are expressly secured by a first preferential lien and charge to the extent
required for payment of principal al(1 Interest in each flscal year. on W per
cent of the normal revenues collected front certain taxes as provided by the
Cuban public works law of July 15, 1925. The Republic agrees to set aside in
a special acqount in1 each such fiscal year f") per cent of the collections from the
pledged r'evenues until the amount so sct id. .'he shall equal the amount required
In each year for the payment of principal and inf,,"cst of these serial certificates.
Pb'd#'cd re'i'c ..-'sThe revenues pledged :ws -curity for thse certiflcates ini.

elude the tax imposed on automobiles and other vehicles, importation of gaso-
line. Oil -Iltalf per celit tax (Il Sailes sa(d gross I'ceiits, file Stlt.i'.rge on tIutIlin5
duties, the tax on the export of money or its equivalent, the tax oil the rent
and Inconle of real property or property rights a01(1 50 per cent of the excess
Torrltorial tax. Also provision is made in the public works law of July 15.
1925, for including annually in the general budget of tile nation tin amount as a
contribution to the special fund for public works which, in accordance with the
provisions of sid( law, may aggregate $5.000.000.

The amounts collected from the taxes under the public works law in the first
three fiscal years, an( te offlelal estimates of the normal revenues to be de-
rived fromn such taxes for each fiscal year of the 10-year period ending June
30, 1935, are as follows:

Year ending June 30- Net amount Olicial esti.collected I1tates

...................... .......................................$12.07.749.40. $10, 000.. .. 001927 .................................................................... IS. #7. 770.0 $10, 0(10, ( )0.00
127 .....................................................................1 160. W o7. 000. 0 t.. .0.. 000. no
1929-1935, Inclusive ...................................................................... 18, OW,000. 00

I Approximate after estinmating certain deductions.

Purpose of isauc.-The Iulilic works law of 1925 contemplates a comprehensive
piroglami of Ilmproveniets taiiotil itI clttracter and (if great economic fll-
portance to Cuba. The program includes the construction of the great Central
Ilighway of over 700 itiles In length, traversing the island and connecting the
various Provinces with Habana; the construction of waterworks. bridges,
sewer and drainage systems, Witiic sehouls -,in(1 putblie buildings.. The public
works serial certifleates are issued to refund Indebtednes: of the Republic
Incurred for work completed and accepted it accordltnce with the provisions
of tite public works law.

(Icneral.-The present popular tlon of the Republic of Cuba is estim ated In
excess of 3,500.000. The total funded (elit of tile Rtepublic as of tlc. end of tite
fiscal year, June 30, 192S, wits $93,443,600, of which $83.379,300 was external.
Floating indebtedness as of tite satie (late amounted to approximately
$4,500,000. During the five fiscal years ended June 30, 1927, the ordinary rev-
enues of tile Government exceeded the ordinary expenditures by over $22,500,-
000. Preliminary figures for the year ending June 30, 1928, Indicate tMat the
ordinary revenues of the Governtent will exceed the ordinary expenditures.
The currency in general circulation, In banks and if he, Treaury of tite Republic
as of June 30, 1928, was estimated to be more than $240.000.(0.

All offerings are made subject to prior sale. Legal details in connection
with these certiflates have been passed upon by Messrs. Rushmore, Blisbee &
Stern, of New York, and ont questions arising under Cuban laws by Dr. Antonio
Sanchez de Bustamante and Dr. E unique Hernandez Y Cartaya, of Habana.

Price 99.'j and interest to yield over 51/2 per cent.
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$10,000.000 REPUBLIC OF CUnA IPU'UC VORKSg 51/I. PER CENT SEI4AL CERTIFICATES

Dated January 1, 1929. Due: $2.500,000, Junte 30, 1932; $6,250,000. Decem-
ber 31, 1932; $1,250,000, June 30, 1933.

Total authorized alnount $6.(0.000. issuahle in serle. in the following
amounts and maturities: $5,000,0 ) due December 31, 1930: $5,0W00 due Jiune
30. 1931; and $1,250.00 lute December 31 an1d J*lne :31) eich yeari. from Dectnl-
her 31, 1931, to .tune :,0. 11:15, both inclusive. To lie lresently outqtandhilg,
$20,000.000 (including this issue).

The serial certificates are not redeemable prior to their respective tnaturities.
Coupon certificates in deto iinati !o of .1.00111. I'rincipal 'a Id selnillnllou

interest (June 30 and Decelber 31) pay'lae ill gohl (,oii (of or equiv'vaeit to
the present standard of weight and finenc.s of tile Iiited St'ates of Anerica
gold coin at the ('liase Nationial ailk of the City oif New Yoirk in New Yiir'
('fty or lIahln, at file Iioidr's option. "1'ithout dtelluctiol for ally Cbuoan taxes
present or future.
The following Informuation rvr i'e liiiJdg the.,, vei'tiilenites is froma intornatlon

furnished by i.is excelleney Saunton (hIlti.rrez de 'el i-' Seoretary of the
Treasury of the Iteplblic of ('uba. alnd other o lli.ial soilln'~,:.

,ceurity.-.The public works 51., per ient seril (ertiliv.ato's coistittite direct
obllgations of tilt Iteplil ie oif ('iliui. iller ag ennt'llit'llt ratille l all11 :1 orovlt
by the urbann ('onre.s by law pulol islied in tilt- 0)ili,'ial (,nzettI on June 29,
3928. They are expressly secitired lly '1 1ir't pro'ferinlit l Ihlo -Illd eli:11rge to
the extent required for palynent oof plhi il ial aid intero.'. in eatih Ifiscal year,
ol 11M) per (elil ol' tie nil i leeelil ciolleote lll ino eltaill ta xes .s lriovided
by the 'ubian puldic works haw of July 15, 1923-. The l.'liulolio' ogre. to set
iosiole in a special acootit in eath -suli li.,al year !1 Ier t'cent of tile collections
front the pledged reveniles intil the a llI lt si set aside shall eqlual1 the aniollilt
requiired ill erlch year for the pymint of irin'ilial and in erest of these sei'lal
certillates.

I'M'dYcd rcrcaiieis.--'lhe I-evullles pledgel as setll'ity fill- these 'erticalts
inclhle tile tax illl. ois 11 ill ntolliloliht.-l .10 olher vehiclh,. importation of
gas oliie. !.' per cent tax oi si Is a .nidl gross reveit. 1 ie 11V siurch-i'ge onl llstonIS
duties, tie tax on the export of money or its equivalent. the tax on the rent
and income of real property or pro perty righl-ts and 50 perI- cent of the exce.
territorial tax. Also provi-ion.s is 111i1e0 ill the public woi'ks lw of Jlly 15,
1925. for Including annually ill tilt general budget of the na.1tioll .Ill amount
as a contributions to lie special fuid t'or pulie work which. ill aeoirtoa ln ce
with tile provisions of soid law. llay aggregate S5ioo0.*1it).

The aIounts 'oile'ted from the taxes milder the plublic works laiw in the
first three fiscal years. iindl the oflh'ial estiilt os of tilt, normal reVellles to le
derivedd fill sliol'h t lxes for each fiscal yea r of tilie 10-year poeriid ending .[ile
30, 1935. -rIre as follows:

Year endi Junle 30 [ Collected 1a:1C.i -

.920 ................................................................... 7. 7. . $120. oa. (4.900
1027 .................................................. .... . .. 776;. 770. 0; Io. (4 ). O.00
IWS ------------------------........ ...... .... ........... i17; . 921.4;n o, 40.iO.0(
1029-1935 in hisive ......... ........................... ...... .......... ... 1,, ,o ou'. CO

Purpo8c of Maue.-iThe puble works law of 1925 oitenilrlaies rI 'onIi rhen.
sive progmin of il'ovements na/Itionail in charat'te' id of great eoOnic
Importance to Cuba. The program Includes the construction of tilt great
Central 1Highway of ov'r 700 miles in lemigti. traversii.g w tile Ilnld and connect-
Ing the various Pr'ovlnces with Ilalbanai : the constr'ucloti oof water works,
bridges, sewer and dr'ainage syten.s, pullie sehools and pulic' buildings. The
public works serial certificates ire Issued to refund indebtedness of the Repub-
lie incurred for work comlleted and accepted ill accoitlain' with the provisiolis
of the public works law.

General.-The present population of the Ilepublie "of Cuba is estimated lit
excess of 3,500,000. The total funded debt of the Republic as of tile enid of the
fiscal year. June 30, 1928, was $93,443.600, of whih $83,379,300 was external.
Floating indebtedness ri, of the same date amounted to approxinmately $4,500,000.
During the six fiscal years ended June 30, 192,1, the ordinary revenues of the
Government exceeded the ordinary expenditures by over $23.000,000. The eur-
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rency in general circulation, in banks and in the treasury of the Republic as
of June 30, 1928, was estimated to be more than $240,000,000.

All offerings are made subject to prior sale. Legal details in ConnectioL'
with these certificates have been passed upon by Messrs. Rushmore, Bisbee &
Stern, of New York, and on questions arising under Cuban laws by Dr. Antonio
Sanchez de Bustamante tnd Dr. Enrique Hernandez Y Cartaya, of Habana,

It is expected that interim receipts or definitive certificates will be delivered
in the first instance.

Price 100 and interest to yield 51' per cent.

$40,000,000 REPUBLIC OF CtUBA PUBLIC WORKS 51/2 PER CENT SINKING FUND GOLD
BONDS

Dated January 1, 1930. Due June 30, 1945.
Total authorized issue. $SO,000,000. To be presently outstanding, $40,000,000.

Principal and semiannual interest (June 30 and December 31) payable in gold
coin of or equivalent to the present standard of weight and fineness of the
United States of America gold coin at The ChaFe National Bank of the city of
New York in New York City or Habana, at the holder's option, without de-
duction for any Cuban taxe.s present or future. Redeemable as an entirety at
any time at 105 per ccitt of the principal amount thereof and accrued interest
on 60 days' notice. Callable for the sinking fund at 100 and accrued Interest
on 30 days' notice. Coupon linds in the denomination of $1,000 registerable
as to principal only.

The bonds will be entitled to the benefit of a sinking fund, payable in equal
installments in cash and/or bonds previously purchased, semiannually on
December 31. 1935, and on June 30 and December 31 in each year thereafter to
and including June 30, 1945, sufficient to retire the bonds by maturity.

The following information regarding these bonds is from information fur-
rushed by his excellency Mario Ruiz Mesa, Secretary of tile Treasury of the
Republic of Cuba.

Security.-The Public Works 5/ 2 per cent Sinking Fund Gold Bonds are
direct obligations of the Republic of Cuba. These bonds are specifically
secured, as provided in an agreement with the Republic of Cuba, by a first
preferential Ie-n and charge to the extent required for payment of principal and
interest on 90 er cent of the revenues collected from certain taxes specified
in the Cuban public works law of July 15, 1925, as amended, subject to out-
standing public works 51/j per cent serial certificates limited to $20,000,000
maturing serially on and prior to June 30, 133. The agreement establishes an
intermediate credit for a lerind of one year under wilich 5/ per cent deferred
payment work certificates ranking par passu in lien with these bonds and
maturing at the expiration of the credit may ie issued to an amount not ex-
ceeding $20,000,000, subject to the requirement that, as additional bonds of this
issue are sold, the proceeds shall be applied to the payment of advances under
the credit and/or the amount of the credit shall be correspondingly reduced.

Pledged rcvenues.-The revenues pledged as security for these bonds include
the tax imposed oi1 automobiles and other vehicles, importation and consumption
of gasoline, 2 per cent tax on sales and gross receipts. the surcharge on cus-
toms duties, the tax on the export of money or its equivalent, the tax on the
rent and income of real property or property rights and 50 per cent of the
excess territorial tax.

The amounts collected from the taxes under the public works law in tile first
four fiscal years, after settlement for adjustments and refunds, amd the official
estimates of the revenues to be derived from such taxes for each fiscal year of
the 20.year period ending June 30, 1945, are as follows:

.. .. e0Amounts col- offielal esti-ear enlnr June " looted mates

1926 .................................................................... .$12162,628.25 $10,000,00M.00
1927 .............. ...................................... 15,901.075.20 10, (X). 000.00
192 .................................................................... 16,690.445.46 [ 16,0 0.000 00
1929 .................................................................... 18,034,340.41 g , 00,00 00
1930-1(45, inclusive ............................................................. li, 000, 000. 00

I Does not include $2,9511,574.34 transferred to the special fund for public works constituted by the public
works law.
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Purpose of 188ue.-The public works law of 1925 contemplates a compre-
hensive program of improvements, national in character, and of great economic
importance to Cuba. The program includes the construction of the great Cen-
tral Highway of over 700 miles in length, traversing the island and connecting
the various Provinces with Habana; the construction of water works, bridges,
sewer and drainage systems, public schools and public buildings. over 62
per cent of the Central HighN%.,y is substantially completed, and 341 miles
are now in use. It is expected that the Central Highway will be completely
finished and in use by March, 1931. The public works 5 per cent sinking
fund gold bonds and said $20,000,000 credit are for the purpose of refunding
or paying indebtedness of tihe Republic incurred for work completed and
accepted in accordance with the provisions of the public works law.

Gencral.--The present population of the Republic of Cuba is estimated in
excess of 3,500,000. The total funded debt of the Republic as of the end of
the fiscal year, June 30, 1929, was $87,174,200, exclusive of $20,000,0 public
works 51/z per cent serial certificates outstanding, of which $77,60).000 was
external. Floating indebtedness as of the same date amounted to approxi-
wately $5.000,000. Between 1904. the year during which the oldest of the
external issues now outstanding was made, and January 31, 1930, the Republic
of Cuba has retired, through payment of serial maturities or sinking fund
operations, a total of $47,800,500 of external bonds.

It is expected that application will be made In due course to list these bonds
on the New York Stock Exchange.

All offerings tre made when, as and if issued and received by us and
subject to the vp.plroval of all legal proceedings by Messrs. Rushnore, Bisbee
& Stern, of New York, and on questions arising under Cuban laws by Dr.
Antonio Sanchez d liustamante and Dr. Enrique Hernandez Y Cartaya, of
Havana. It is expected that interim receipts or temporary bonds will be
delivered in the first instance.

Price 98 and interest, to yield about 5.7 per cent.

Senator JOHNSON. I think that is all, gentlemen.
The CIrAuIMrAN. Any further witness?
Senator JOHNSON. There is no other witness here.
The CHIAIRMAN. This concludes the hearings, then.
Senator JoHNso-. No; I ani ready to go forward with an immense

amount of (loculmentary evidence here. I will do it this afternoon
or to-morrow morning, or any other time.

The CHATICMAN. I guess we had better do it this afternoon, Sen-
ator. because to-morrow morning and the next day the committee
has ineetings scheduled on other matters.

Senator JoINSON. Mr. Chairman. if it can be (lone conveniently
I would like to have placed in the revot'rd at this point the original
letter that I sent to the chairman under date of January 19, 1932.
and then the response of the Chilean Government. and then this
second response. because I will follow now with matters in relation
to Chile, and I would like to have then all together, if it can be
(lone.

The CHAIMMAN. They ought to be printed in the record all
together at this point.

Senator JOHNSON. Yes. I would like them to appear here instead
of in the beginning of the record.

Trhe CHAIRMAN. Yes.
Senator JOHNSON. In order that the record may le consecutive

may I insert the letter written January 19, 1932, to the chairman of
the committee by me propounding the questions, and then that will
follow.

The CHAI.RIAN. You can put that in now, Senator.
Senator JOHNSON. Put in first my letter, and then the answer

thereto will follow.
The CHAIRMAN. Yes.
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(The letter from Senator Johnson to Senator Sinoot, dated
January 19, 1932, is as follows:)

JANUARY 19, 1932.
Hon. Rhra SMOOT,

Ohairma S eate Finanee Committce, United States Senate,
Washington, D. 0.

DEAR SrENATOR: On the 14th of January you inserted in the record of the
proceedings of the Finance Committee (onducting its investigation under
Senate Resolution No. 19 a letter transmitted to you by the Secretary of State
from the Chilean ambassador, which contained the formal request of the
Chilean Government substantially for an investigation of the manner in which
the Chilean loans had heen negotiated aind subsequently floated in this country.
This request for an investigation of the facts does honor to the nation making
it, and In my opinion, it should riot be ignored.

It is, of course, pertinent to our inquiry to ascertain whether or not the
debtor nations, or the individual creditors holdhig the securities, have not
been made the unwitting victims of financial operations promoted by those who
sought to make direct profits on the sale of loan isslies to tie lepublic, and
inlirect profits in the formn of cones.,dons and favor. (f a dilierent nature
to be secured from the borrowing governments.

The record of Chile has been one of scrupluous international good faith, and
of compliance with international obligations. Because of these facts, and be.
cause of our high esteem for the Chilean people and( the Chilean Government,
and in pursuance of tile request made by that Goverianent, and the wishes of its
administration, I request that through our State Department the Chilean am-
bassador be asked to furnish additional information on the following points:

1. What loans have been contracted for by Chile in the last (laePIde, conditions
under whii'h they have lien floated. and the American banking liou.eP,4 whieh
have participated therein.

2. Did the nitrate combine known as Cosach collie into heing with standing
liabilities of £60,OOO.OOO and who were creditors of such debt?

3. If such liabilities existed, how have they been paid. whether by bond issues,
loans, or other means, and who were the iilmividuals or Institutions which
collected tile said £60,000,000?

4. Does the Chilean Governmelnt feel that the turning over to the Cosach (if
the public nitratc-bearing finds in any way jeopardized or impaired its capacity
to pay the holders of bonds of its foreign debt?

5. What have been the consequences of the cession made by the Chilean
Government to tile Cosach combine of the export tax on nitrate and certain
import taxes, al( what. if any, is the existing relation between tile scarcity of
foreign.curreney drafts ard the saild cession, and the suspelnslon by Chile of
payments on her external obligatlons?

6. After the Chilean Government renounced its right to collect the export duty
on nitrate In favor of the Cosach combine, was the said tax partially or at all
restored, and if so, was the restoration for the benefit of the national treasury
of Chile or in favor ef certain creditors of Cosach? If the latter, who are
those creditors thus benefited, and in what amounts?

7. Were large suns paid In connection with the organization of Cosach,
and if so, who were the Chilean and foreign representatives or organizers who
received such sums, rind in what alnounts?

Because of limitations of tile, may I ask that at the very earliest possible
moment this letter he transmitted to our Secretary of State, and that action
be had concerning the request herein made.

Sincerely yours,
HIRAM " V. JOuxNsox.

The CIIAIII,\N. This is the letter from Assistant Secretary White.
)E'ARTMENT OF STATE,

Washington, January 23, 1932.
MY' DEAR SENATOR SMOOT: At the request of the Chilean Ambassador, I inclose

herewith a copy of i note which lie addressed to t11e on the 22d instant in
answer to certain questions asker by Senator Johnson.

Sincerely yours, FRANCS WHITF,

Assistant Sceretary
(For the Secretary of State).
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The CHAIRMAIN. Senator, do you desire this read now, or shall I
just have it printed in the record?

Senator Joiniso.. Well, so far as I am concerned, it may be printed
in the record.

The CIA,'A.,. Then I will ask that this communication from
the Chilean Ambassador be placed in the record at this point.

(The letter from the Chilean Ambassador is as follows:)
JANUARY 22, 1932.

EXCELLENCY: I have the honor to acknowledge the receipt of Your Excel-
lency's communication of January 20, and to request that Your Excellency
be good enough to communicate to the Senate Finance Committee the replies
of my Government to the queries formulated by Senator Hiram Johnson I am
also instructed to request that you be good enough to convey to Se.itor
Johnson the thanks of my Government for his kind expressions of esteem for
the Chilean people and Government.

The questions and answers are as follows:
1. What loan. have been contracted for by Chile In the last decade, condi-

tions under which they have been floated, and the American banking houses
which have participated therein':

During the last 10 years 5 loans have been placed directly with the National
City Bank under varying terms: Original banking group paid 87.50 to 91.50
for bonds; interest, 6 and 7 per cent; sinking fund, 2 and 1 per cent; com-
mission, one-fourth of 1 per cent and three-eighths of 1 per cent. Two with
the Kissel, Kinnicutt & Co. and Hallgarter & Co. consortium at 89.13 and
91.13; interest, 6 per cent; sinking fund, 1 per cent; commission, one-fourth
of 1 per cent. Total of these seven loans. $184,912,000. It the same period
the Mortgage Bank of Chile (Caja de Credito Hipotecaria de Chile) has con-
tracted with Kuhn, Loeb & Co. and the Guaranty Trust Co. 5 loans totalling
$90.000,000. Prices paid by original banking groups varies between 89.50 and
95Ys; interest, 6 , 6%, and 6 per cent. Varying sinking fund provisions. Com-
mission, one-half of I per cent. Municipality of Santiago, two loans, total-
ling $6.200,000, with Kissel, Kinnicutt & Co. and associates at 96.3 and 92
per cent; interest, 7 per cent. Varying sinking fund provisions. Commission,
1 per cent. Con.solidated municipal loan with consortium of the Grade National
Bank, for $15,000,000 at 89.50 per cent; interest, 7 per cent; .;dnking fund, 1
per cent; commission, one-half of 1 per cent. Grand total, $290,112,000.

2. Did the nitrate combine known as Cosach come into being with standing
liabilities of £60,000,000, and who were the creditors of such debt?

Cosach was organized on March 20, 1931, with the following liabilities in-
dicated in the first prospectus: Outstanding bonds issued by the companies
merged Into Cosach, $77,205,193.49: Issues of the company (Cosach), $118,-
487,500; other term obligations, $11,047,972.10; demand obligations contracted
In the ordinary course of current business, $58,855,935.89. Total, $205.596,-
601.48. The shares of the company were subscribed for by the National
City Co. and by European bankers, especially for the amount of the quotas
which has to be delivered to the Government for payments due to it in the
years 1930 and 1931 and for the expenses of organization. Guggenheim & Co.
received bonds totaling $28.790,850 for advances to the Anglo-Chilean Con.
solidated Nitrate Corporation, now a subsidiar- of Cosach. The other bonds
were delivered to the Government for laymmvits due In the years 1932 and 1933;
and to various companies for their contributions of agency rights and credits
due.

3. If such liabilities existed, how have they been paid, whether by bond issues,
loans, or other means, and who were the individuals or institutions which
collected the said £60,000,0001?

The $205,596,601 of obligations were paid by guaranteeing bonds issued by
the participating companies and through the issuance of bonds by Cosach.

4. Does the Chilean Government feel that the turning over to the Cosach
of the public nitrate bearing lands in any way jeopardized or Impaired its
capacity to pay the holders of bonds of its foreign (ebt?

The Government of Chile obligated itself to turn over to Cosach nitrate
fields which the company might select over a period of 60 years, to the extent
of 150,000,000 tons of nitrate content, Cosach also being entitled to purchase

I
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the remainder of the public nitrate fields. Up to the present moment no fields
have been turned over to Cosach. and the obligations of the Chilean Govern-
meat to do so has hud no practical effect on its capacity to pay the bond.
holders of its foreign obligations.

5. What have the consequences of the cession made by the Chilean Govern.
meat to the Cosach combine of the export tax on nitrate, and certain import
taxes, and what, If any, Is the existing relation between the scarcity of foreign
currency drafts and the said cession, and the suspension by Chile of payments
on her external obligations?

The elimination of the export duty on nitrate has not affected the supply of
bank drafts nor the suspension by Chile of payments on its foreign debt.
Cosach furnishes the market with such drafts as It finds necessary to sell In
order to maintain operations and pay Its employees and workers in Chile.

6. After the Chilean Government renounced its right to collect the export
duty on nitrate in favor of the Cosach combine, was the said tax partially or
at all restored, and If so, was the restoration for the benefit of the national
treasury of Chile, or in favor of certain creditors of Cosach? If the latter.
who are those creditors thus benefited, and in what amounts?

The export duty on nitrate has been abolished in so far as Cosach is con-
cerned, but remains in force with respect to independent companies. These
independent concerns are very small, and only three of them have been in
operation with a production close to 8,000 tons per month. The query probably
intends to bring out whether the payment of the duty of 60 Chilean pesos per
ton of nitrate exported is for the benefit of the Chilean Treasury or for that
of the creditors of the company. It is made In favor of the latter, who are the
holders of the bonds mentioned in No. 3.

7. Were large sums paid in connection with the organizatiMon of Cosach,
and If so. who were the Chilean and foreign representatives or organizers who
received such sums, and in what amounts?

The organization expenses of the company, according to the report of the
investigating commission, amounted in Chilean money to 57,709.523 pesO s
and are divided Into three categories:

First. Expenses incurred by the participating companies and reimbursed by
Cosach, 11,254,680 Chilean pesos.

Second. Indemnization to representatives of participating companies,
22.000,000 Chilean pesos.

Third. Direct expenses of Cosach, 24,454,843 Chilean pesos. In this last are
included the fees of New York counsel, Messrs. Root, Clark & Buckner, 7.320.3S7
Chilean pesos: and of London counsel, Messrs. Sherman and Sterling. 1.416,
229 Chilean pesos: Chilean lawyers were paid 805,000 Chilean pesos. Reim.
bursemnent to the State for expenditures on account of traveling expenses and
fees of officials, 1,654.194 Chilean pesos..

I avail myself of this opportunity to reiterate to Your Excellency the assur-
ances of my highest consideration.

II[GUEL CRUCHAGA.
His EXCELLENVY HENRY L. STIMSON,

The Secretary of State, Washington, D. C.

The CH.AIR-. rMA. Then follows the letter of January 27. 1932. from
the Secretary of State. inclosing a copy of an adlit'ional note from
the Chilean Governnient, which- will be placedl in the record at this
point:

(The letters are as follows:)
DEPARTMENT OF STATE,

Was.hington, Jaluary 27, 19321
My DEAR SENATOR StmooT: Referring to the department's letter of January

23, 1932, with which was inclosed, at time request of the ambassador of Chile, a
copy of his note of the preceding (lay, I am inclosing also, at his request, a copy
of an additional note dated January 25, 1932. from which, he explains, contains
a clarification of certain statements in his former note.

Sincerely yours,
IIENnRY L. STxM.soN.

Inclosure: From Chilean Embassy, No. 7, January 25, 1932.
The Honorable REmV SMOOT,

Chairman of the Comimlttee on Finance,
United States Senate.
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JANUARY 25, 1932.
No. 7

EXCELLENCY: With reference to my note No. 6 of January 22, 1932, in which
were communicated to your excellency the replied of my Government to the
queries formulated by Senator Hiram Johnson, through the Finance Committee
of the United States Senate, I now have the honor to bring to your ex,'ellene'y's
attention, with the request that it be transmitted to the Senate Finance
Committee, a clarification of my Government's replies to queries Nos. 4 and 6.

In connection with that part of reply to query No. 4 which reads that:
"Up to the present moment no fields have been turned over to Cosaci, and
the obligation of the Chilan Government to do so has had no practical effect
of its capacity to pay the bondholders of its foreign obligations," illy Govern.
went wishes to state that the obligation of turning over nitrate fields to the
extent of 150,000,000 tons of nitrate content is limited, and that the certainly
considerable public nitrate beds remaining will be purchased by Cosach and,
therefore, the value of these fields will not be impaired.

Il connection with tlhe reply to query No. 6 my Govermlent wislies to state
that tie difference between the previous export duty and the present assessnient
of 610 Chilean pesos per ton of exported nitrate, is that the previous export
duty was collected by the customs service as a State tax, and tile present
assessment is received by the bankers representill. tile bondholders.

I avail myself (,f this opportunity of reiterating, to your excellency the
assurances of illy highest consideration.

M iIG UEL (.IUCIAG.

Ills Excellency IIENnY L. STIMSON,
TIE SF tET.%RY OF STATE,

Washington, D. C.
Senator Joji..io.X. I offer now for evideilee the report o the

organization of Cosach presented by the s tbcolninittee of tile comn-
inittee investigating the acts of tile dictatorship. From the Re-
public of Chile. This has been translated. a ld the translation
handed to me by the State Department before I began my examina-
tion of the ilembers of the State )epartment.

Tile Cx xAmNN.. It will be so printed.
Senator JoHN.,so.N. Some of these things I want to call to your at-

tention. in order that they may follow exactly what it is thlat I am
endeavoring to present here and endeavoring'to show.

The point that is made in respect to this, Mr. Chairman, is this.
It is only just to you and to the committee that it be demonstrated,
if it can be demonstrated, or that the fact, if it is in your opinion,
should be made plain.

The Chilean loans, as you know, have been unable to meet their
interest and their sinking funds. They have been called technically
default. One of the contributing causes to the default rests in tile
fact of what was done in the Republic of Chile and in the organiza-
tion of the Cosaeh combine.

Te principal source of wealth of Chile is nitrate. The Cosach
combine undertook to have all of the nitrate producing lands collie
under one organization. The chief revenue of Chile was from its
export duties. These export duties by virtue of the combine of
Cosach, which was a partnership between the Government of Chile
and Cosach, were taken ultimately from the Chilean Government.

One bank floated many of the loans in Chile. One bank-perhaps
others too were engaged in the combine of Cosach. When it came
to the payment of the amlounts, as I understand it, that were due
for export duties, the Chilean Government was to receive certain
sums from the Cosach. Instead of receiving those sums for 1932
and 1933, by a decision or a decree that was made by the then exist-
ing Government of Chile they received bonds of Cosacl, and part
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of those export duties were received by those who were interested
in Cosach by virtue of the agreement and its various ramifications,
with the result that instead of having the revenues to apply upon
the amounts due upon their external obligations, bonds which had
been sold to our people, those revenues were taken in great degree
or in a marked degree from Chile, so that those external obligations
could not be met, and in some instances those bonds were made to
take precedence over other obligations of Chile, so that what came
from the one source of revenue of Chile was devoted practically, or
in some degree at least, to the payment of the bonds of the Cosach,
rather than to the bonds that were held by the American people,
that were sold by the bankers who made these very sales.

I now read from this report [reading]:

In effect, it is a fact, the heneficent Conseqellnces of which the (,olltry lifts
enjoyed for alilost haliIf century, tliat ill addition to tihe characterlstics
conmllon to all idustries the nitrate industry has had always the character
of providing and sustaining our national economy.

The foreign !int(]u-tria list. entirely remo\'il f,'ont th, cow.iderations and
who views the nitrate problem exelisuively ill its llin('llahllflllil coninercial
aspects. it is perfectly expliealde t hat he has seen and contilile-s to set tile only
solution to tile plOJleill it) tile 11naxinllnll ratiom'dait !lon| .11d lnieclnizaiioll III

the il1'ot1nt i n Iof nitrate of s141l.l.
But the Chilean statesinan could not nor can he proceed on this silmplo

theory. Our governor, our legislator has to) eosidvir the rationalization of the
nitrate indlistry iii its relations to the ec"llollic-social aspect of tile tillestion.

And thus it is explained that wheln 10 year's ago the same Mr. Caplpelen-
Smith, who to-day figures is the Iromote' aniud organizerr of the Conlpania de
Salitre de Chile. proposed, through the internedlei'y of his coilsulting lawyer,
Mr. Manuel Foster Recabarren, the idea which later took form in the (,osach,
before a group of tile most eminent statesmen of the country, these with aneloquent unianinlity flatly rejleeied it without adillitting1 It evenl to discussion.

The ratiomlliz:ltion of tile nitrate Industry. tiat is, the production of ill
the exportable nitrate by three or four lonstrohs plants with aI productive
capacity of 500,000 to 1.000,000 tons annually for each one and with almost
total mechanizationl of the processes of extraction and manufacture, had neces-
sarily to cause the following results:

First. The depopulation of workmen In the nitrate fields;
Second. The ruination of comnierce in the regions of Tarapaea and

Antofagasta ;
Third. The (levalorization of private property ill those provinces;
Fourth. The ruination of the railroads of that district;
Fifth. The depression in aigrleuilture through Io:-s or a (onsl(eralml decrease

In the northern market: almost COmllete falling off in the sllipmilent of aiI-
mals, vegetables, cereals. wine. canned goods, andl fruits;

Sixth. All industrial crisis beanse or tile almost total elimination of one of
Its prln(ipal consumig centers;

Seventh. The ad\-erse eife-t on the national ierhant marine because of
decreased shipping from tile central an(1 southern districts to the northern
zone; and

:ighth. The enollllOli. (-t-lvalse iII go'lverilllllt revellues such as lund taxes,
clmnlereial taxes. anti illcille tax, IIldl not oily Ill tile l)rovlnces directly af-
fected Ibut in all the supplying centers of tMat zone.

The national interest (id not predominate.
The magle of word- coming from the largest manufacturing districts of

the world-or perhaps reasons illore powerful and less innocent-influenced
tile governors and legislators and high public officials toward the rationaliza-
tion, statdardization. an( iechanization of the nitrate industry.

In Septemlber. 1930, 32 plants with 52,000 workmen were still operating In
the nitrate fields; to-day only three are operating, namely:
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The Chachuco plant of Messrs. (4uggenleim; the Pedro de Valdivia plant of
Messrs. Guggenhelm, and the Marla Elena lanot of Messrs. Gluggenlheim.

(In August last the three plants Imentioned produced 100,000 toils. Three
other plants, the Condor, the Santa Luisa, and the Pena Chica, produced among
the three 14,000 tons-that Is, less than 1:3 per cent of the total. ,'or this reason
we do not take them Into acCount. i

And in order to reduce the costs, they concluded, there is only one means-
the adoption and the adaptation to all the Industry (of the Guggeneilni process.

The CHAIRMAN. Senator Johnson, did I understand you to say
that this was a report from the State Department?

Senator Jouit.so.N. No, sir; this is a report of the governmental
committee appointed by the Chilean Government. It was furnished
to me by the State Department. That is what I meant. [Continu-
ing reading:]

It would seen elemental in view of this first fornm of the proposition to set
forth the terms with absolute clarity.

This signified the renunciation for 60 years of a tax which for niny years
had not given less than 200,000,060 pesos per annumi and which even reducing
it to one-half of this figure represented 6,000,000,000 pesos, which sum had to
be replaced by the proceeds of the participation of the state in the profits of
the business.

We have said before that the state, in becoming a part of tie new body, had
to sacrifice the export tax on nitrate. But that was not its only contribution,
nor its only share. Iurther than renouncing all taxation except (1 per cent onl
Income, which it might have been able to impose on the new organization, It
had to contribute 150,000,000 tons of nitrate and not affecting specified nitrate
fields, which would have permitted it to dispose )f the others, but all of tile
nitrate lands belonging to the state, from which and during the period of 60
years the company shall have the right to select those which it wants.

That is the absolute tying up of the nitrate reserves of the state, estimated
at 460,000,000 tons, for a period of six decades. for three generations of Chileans.

This share of 150,000,000 tons of nitrate represents it value, according to the
superintendency of this branch, of 1,500,000,000 of pesos, since it is estimated lit
10 pesos per ton; but It amounts to a value of 2,634,000,000 of pesos according
to the estimate which Mr. A. E. Cappellen-Smith, of Guggenheim Bros., made-in
the balance which lie presented to his associates of the Lautaro Nitrate Cor-
poration of Delaware (which should not be confused with the Lautaro Nitrate
Co.) assigning a value of 17.50 pesos to each ton of nitrate. (Document No. 2.)

The originators, promoters, and supporters of Cosach had decided ab ovo that
it should assume the character of a corporation between the Government and
the industrialists, and that In a corporation of such nature while one of the
partners-the national tre.asury-made concrete contributions easily valued
in terms of money, the other partner-the indulstrinlists-should contribute
their assets and liabilities.

This type of corporation and these contributions of assets and liabilities of
the nitrate firms incorporated into Cosach went to make the negotiations as
disastrous from the Government point of view as it wits bound to be, in any
case, from the national point of view.

The introduction of the assets and l abilities of the industrialists inl.
mediately gave rise to the difficulties in the exact or even approximate appraisal
of the real values of these contributions, and then made the Chilean treasury,
as a partner, responsible for all of the debts of the industrial l)artners up to
the amount of the fifteen millions of A stock which would represent the
Government's share.

And thus it was that when Mr. Ricardo Ayala, as representative of the
Chilean Government, put his signature to the Cosach contract on the 20th of
March, 1931, (2) a day which we believe will be sadly memorable, the treasury
burdened Itself with the debts of the Nitrate Co. of Chile-including the Initial
loan of $120,000,000-whleh reached the sum of 2,000,000,000 pesos, or 400,-
000,000 more than the total external debt contracted by Chile from the time of
its independence up to the year 1927, the first of the Ibanez dictatorship. Law
No. 48M3 sanctioned this enormity.
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And in addition to those already considerable objections, it was necessary to
authorize a large loan for Cosach under conditions of absolute guarantee of
service and payment so effective that they permitted Guggenheim Bros., to
retain their great interest in Cosach without preventing them from drawing
out everything which they had invested in the nitrate industry.

Mr. Castro ltuiz was, in the opinion of this commission, the last Chilean who
should have held office as Minister of Hacienda-that is, its principal repre-
sentative of Chile during the period of the organization of Cosacb.

Mr. Castro Ruiz was atually manager of a foreign bank closely associated
with the nitrate industry through large credits extended to producing and
selling companies. This character of manager of the Anglo-South American
Bank was to be inseparable from that of the agent and the Minister of Finance
of Chile and the coexistence of both conditions means a moral incompatibility
which was so evident that it made unbelievable the designation of Mr. Castro
Ruiz as Minister of Hacienda charged with negotiating and deciding upon the
formation of Cosach.

* * C * * * CP

In reality Guggenheim Bros., did not have a single peso Invested in nitrate,
in view of the fact that the interest and amortization on their $28,000,000 are
guaranteed by the state, with the assurance-accorded in decree with force of
law No. 12 of February 24, 1931-that it would not allow 1 ton of nitrate to
be exported without charging for it 60 pesos for the service of the respective
bonds.

In effect, the Anglo Chilean, in accordance with American methods concerning
stock companies, had issued 1,756,750 shares without par value and which
could only be of value on the day that the assets of the company were esti-
mated by someone to be greater than the liabilities.

That someone was the Chilean Government which, notwithstanding that the
official public balance showed the assets of the Anglo Chilean to be less by more
than $10,000,000 than its liabilities, assigned to them for these 1,756,750
"without par value" shares, th enormous sum of 490,000,000 pesos in B shares
of the Cosach. Then under the title "Bonds substituted for cash payment
to the state "-

But it ceased to be true from the time that the decree with force of law No. 12
of February 24, 1931, substituted for cash payment the payment in Cosach
bonds of a loan of $120,000,000 which does not effect the Government as a
partner of the company; on the service of these bonds the Government will
contribute its share, guaranteeing them, during some thirty and odd years,
and obligate itself to retain 60 pesos for each ton of nitrate exported.

* S S C S Si S

It should be noted, with regard to the debt of $120,000,000 that it was made
up of two loans, one having preferred payment over the other (prior secured
bonds), and that the bonds delivered to the Government in payment of its
credit quotas for 1932 and 1933 were not the prior secured bonds, but con-
sisted of secondary payment bonds. (Document No. 7.)

Senator JoHNsoN. I ask that that entire statement be inserted in
the record.

The CHAIRMAN. That will be done.
(The report on the organization of Cosach is here printed in the

record in full, as follows:)

(Inclosure No. 2, Despatch No. 1021, American Embassy. Santiago, Chile)

En Mmwoumo,
Santiago, Ohile, November 8, 1981.

TaANSLATION

[Report on the organization of the Compania de Salltre de Chile (Cosach) presented by
the subcommittee of the committee Investigating the acts of the dictatorship)

The subcommittee appointed by the committee investigating the acts of the
dictatorship to study the organization of the Compania de Salltre de Chile
delivered yesterday to the Minister of Finance the following report which con-
tains the results of their investigations:
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MIr. MINISTIM: This committee which was appointed by supreme decree of
August 4 last t) Investigate governmental acts beginning in 1927, formulated a
plan which It must follow in Its work and In it, it set forth the study of the
organization of the Companla de Salitre de Chile, more commonly known as
Cosach, as one of the acts of greatest Importance consunated during the dicta-
torship.

Titus when the program (if this committee wits announced publicly, the man-
ager of Cosach in a communication dated August 19, and in the name of the
company that he Is administrating, urged us that we should begin as soon as
possible to consider the organization of Cosach since In the opinion of the board
of directors of that company there existed a real national expediency in that
the Investigating committee should render its report 1im this respect at the
earliest possible moment.

The committee answered the manager of Cosach that being of the same
oninlon It would begin the task Immediately and so since the 22d of August,
that is for a period of more than two iontls, it has given several hours daily
to the examination of the antecedents of Cosach.

In addition to the numerous doculients that it has had at hand the conimittee
has consideled tle reply of Cosach to the committee's questionnaire; it has
heard the statement (of Joaquin Irarrazaval in his capacity as representative of
flie company it has heard also the superintendent of nitrates; It has followed
through the intermediary of -everal of its members the recent debates of the
Institute of Engineers and studied the acts of those Important debates; it has
asked those officials whom it thought pertinent to report on the different subjects
under study concerning Cosach; It has had ii hand numerous letters by leans
of which there were agreed the terms of incorporation into Cosach of tile
principal nitrate firms; the debates of Congress regarding Law No, 4863 and
the great amount of literature which has already appeared relative to the origin,
development, and lioss.ble consequences of the Compania de Salitre de Chile.

Before setting forth in its report the result of Its Investigations, the commit-
tee considered that it could have had well founded reasons for starting the
report with a discussion of the constitutionality of Law No. 4863 which estab.
lished Cosach, a law debated and approved by a Congress which, in Its majority
was appointed and not constitutionally elected. and was ilposed by an executive
which had ii fact assumed all public power; anl(] also for establishing the even
more evident unconstitutionality of the so-called decree laws No. 12 and 48,
complementary to the Cosach Law, enacted by virtue of special lowers which
Congress could not grant to the executive since it meant a delegation of the
legislative power which is not permitted by our constitution.

However, this committee prefered to base its report on the hypothesis that
the legal provisions relative to the establishment of the Compania de Salitre
de Chile were valid and therefore obligatory.

Our report comprises the following headings:
First. The double and Inseparable character of the nitrate industry. (The

Government and commercial aspect and the national aspect.)
Second. Time Cosach and time Chilean Government.
Third. Development of events up to the organization of the Companla de

Salitre de Chile.
Fourth. Expenses of organizing the Cosach.
Fifth. The capital of Cosach illegally increased.
Sixth. The commercial outlook.
Seventh. Exchange for bonds of cash payments to be made to the state.

1. Tim DOUBLE AND INSEPAiAILE CHARAO-'rM OF TIlE NITRATE INDUSTnY

The very Idea of organizing the nitrate industry of Chile as a single commer-
dal company meant the voluntary disregard-sinee we can not admit Igno-
rance-of the obvious nature of that industry.

Ii effect, it is a fact, tile heneficient consequences of which the country has
enjoyed for almost half a century, that in addition to the characteristics common
to all industries the nitrate industry has had always time character of providing
and sustaining our national economy.

The nitrate zone, which was acquired in good part by virtue of the treaties
which terminated the war of the Pacific, and as a fruit of the sacrifice of
20,000 Chileans and of the united effort of the country in the defense of Its
rights and dignity, became, because of the Industry of transforming nitrate-
bearing ore into nitrate of soda fertilizer, the very reason for the existence



2052 SALE OF FOREIGN BONDS OR SECURITIES

and the progress of the Provinces of Antofagasta and Tarapaca. It became
also the great workshop of our most energetic laborers in numbers of tens of
thousands, and the assured and privileged market (of Chilean agriculture and
Industry from ('oquimbo to Chiloc.

So Intimate becane the connection of Interests between the nitrate provinces
and those of the rest of the Republic that always anl invariably the prosperity
of the central and southern part of the country coincided with the prosperity
of nitrate, and each nitrate crisis was followed by a crisis in the agricultural
and industrial sections of Chile.

In order to ignore this second character (if the nitrate industry-its intimate
and Inseparable relation with Chilean economy-it was necessary not only to
lack the most elemental vision of a statesman but also to be disposed to inflict
upon the nation the greatest harm; to be disposed to ruin it.

The foreign industrialist, entirely removed from these considerations and who
views the nitrate problem exclusively in its nmchanIcal and commercial aspects,
it Is perfectly explicable that lie has seen and continues to see the only solution
to the problem in thei maximum ratiomalization in( nmchanization in the
production of nitrate of soda.

But the Chilean statesman could not nor can lie proceed on this simple
theory. Our governor, our legislator, has to consider the rationalization of
the nitrate Industry in Its relations to the economic-social aspect of the question.

And thus it is explained that when 10 years ago the same Cappelen-Smith,
who to-day figures as the promoter and organizer of the Conipenia de Salitre de
Chile, proposed, through the intermediary of his conulting lawyer, Mr.
Manuel Foster ltecaharren, the idea which later took form in the Cosach,
before a group of the most eminent statesmen of the country, these with an
eloquent unanimity flatly rejected it without admitting it even to discussion.

The rationalization of the nitrate Industry-that is, the production of all
the exportable nitrate by three or four monstrous plants with a prodmitive
capacity of 500.000 to 1,000,000 tons anually for each one and with almost
total mechanization of the processes of extraction and manufacture, had
necessarily to cause the following results:

First. The depopulation of workmen in the nitrate fields:
Second. The ruination of commerce In tihe regions of Tarapaca aind( Anto.

fagasta ;
Third. The devalorization of private property in those Provinces;
Fourth. The ruination of the railroads of that district;
Fifth. The depression in agriculture through loss or a considerable decrease

in the northern market; almost complete falling off in the shipment of animals,
vegetables, cereals, wine, canned goods and fruits;

Sixth. An industrial crisis because of tilm almost total elimination of one
of its principal consuming ('enters;

Seventh. Tile adverse effect on the national merchant marine because of
decreased shipping from the central and southern districts to the northern
zone; and

Eighth. The enormous decrease In government revenues such as land taxes,
commercial taxes, and income taxes, and not only in the Provinces directly
affected but in all the supplying centers of that zone.

And this uggrigate of disastrous consequences was predicted with sufficient
anticipation in the short debate oil the Cosach in Congress to make it appear
prophetic. The facts, unfortunately for us, have taken it upon themselves
to confirm fully these predictions; but it would have been very easy for all
those to have forseen the results if they had not closed their eyes to the facts,

The national Interest did not predominate.
The magic of words coming from the largest nmufacturlng districts of

the world-or perhaps reasons more powerful and less Innocent-influenced
the governors and legislators and light public officials toward the rationaliza-
tion, standardization, and mechanization of the nitrate industry.

It was proposed to the bees that they abandon their laborious procedure
and produce Industrial honey on a large scale; and there were bees who ac-
cepted. In fact, the honey flowed abundantly through glass tubes and stills,
but tile swarm scattered and the bees died by the thousands.

In September 1930, 32 plants with 52,000 workmen were still operating in
the nitrate fields; to-day only three are operating, namely:

The Chacabuco plant of Messrs. Guggenheim; the Pedro de Valdivia of
Messrs. Guggenheim; and the Maria Elena plant of Messrs. Guggenheim.
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(Tn August Inst the three plants mentioned produced 100,000 tons. Three

other plants, the Condor, the Santa Lulsa, and the Pena Chica, produced
among the three 14,40 tons-that is, less than 13 per cent of the total. For
this reason we do not take them into account.)

A total of only 20,000 workmen are employed, and which number tends to
decrewase.

The remaining 32,000 workmen represent more than 120,000 persons who have
eiigrated to the south, the great majority of which are unemployed,

These laborers, until yesterday, were the highest expression of the strong
race of Chilean workmen whose fame has never been exceeded by that of any
other country. They were heralds and the sustainers of the national wealth.
To-day, w~th ill-concealed bitterness, they parade their rags through the streets
of Santiago and Valparaiso begging alms " for God's sake."

2. COSACm: AND TIF ( 11I.EA.N (OVE:N.mENT

Thise who underrated or omitted tile national aspect in Cosach, could they
give as an explanation, since they (an not give It as an excuse and less Its a
justification of their attitude, the advantages of a well-ordered budget which
this negation Involved?

Nitrate, they said, has been since 1881 up until the present, the principal
revenue of the Chilean Government. The Governinmit Ires profited, they added,
to the sun of 7,391,000,(0 pesos i export taxes ;nd 210,000,(i00 pesos by the
nile of nitrate lands. This situation which is unique anong the nations of the
world could be in:iataimed while while e had the inoihpoly or quisl-nionopoly
of nitrate, but this ceased to be possible once our quota in the world consuip-
tion of nitrate fell front 50 to 23 per cont.

Furthermore, to the increased production of synthetic nitrate, the direct
cause of our dllspiacement, there was added ia COmisiant redluctioli ii? the prodlnc-
tioa costs of synthetic fertilizers.

As there does not exist In the world ia sutlflent inarket for the possible pro-
ductoe of nitrates, it ws necessary to dispose of that loart of tile production
which repre:ented tile lowest cost.

The dilemma, they added, is unavoidable; either lower production costs or
we pcrsli.

And In order to reduce tile costs, they concluded, there is only one inans-
the adolition and the adaptation to all the industry of the Gulggenhein process.

The application of the Guggeihehn process, to qlote the snierintendency of
nitrate, ieans an economy in production costs of 40 pesOs per ton.

With thait saving I'hilean nitrate would remiln, according. to the promoters
of the new system, in a hlpsitlon to compete successfully with all its numerous
and powerful rivals, the producers of synthetic fertilizers.

Furthermore, it was necessary that the Chilean Government shoilld renounce
the collection of the export tmmx on nitratep-100 pesos of 6 pnce per metric ton.

But this renunciation would be only apparent-pro forma-be.ause the
profits which the Government would receive front its participation in the indus-
try would exceed by very much the amount of the largest revenues front tIme
export tax.

The calculatons male by tile promoters of a future busimesQ are generally
optimistic: and on niny occasions those ire the only nioien's of rejoicing.

'ablo iamuirez, in his capacity of representative with full powers of the
dictatorship, prepared the plan of Cosach, together with Mr. A. K. Vaplpelen-
Smith, duly authorized representative and partner of Messrs. (uggenhlhn
Bros. -Mr. Itunirez drafted time "statement of reasons" and the "project
of law " which, without further amendment, the Dictator lIanez ni( llis Min-
ister of Finance, Ilodolfo Jiaremillo, presented shortly thereafter to Congress.
In that statementt of reasons" Messrs. ltaiiiii-ez. lbanex, and Jaremillio made
the following calculations concerning the profits of Cosiach :

Sales and profit for dividends.
Tons: Pesos

2, 500, 000 -------------------------------------------------- 270,000,000
2,700,000 -------------------------------------------------- 343,000,000
3,400,000 ------------------------------------------------- 428,000,000
4.200,000 --------------------.--------------------------- 590, 000, 000
5,000,000 -------------------------------------------------- 718, O, 000

9292t--32-t 4--9
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We shall see very shortly what probabilities there it'e of realizing those
numbers, or better whether the facts show other amounts considerably le.
promising.

Meanwhile, In order not to lose the logical order of ideas, let us return to
the proposition made to the (loverninent to renounce immediately the tribtorary
system Imposed until then on the nitrate Industry. aln to incorporate tte
Government in a business in which it would have one-half of the proits on
tile basis of tile application of the (luggenhein Invention.

It woult seem elemental it view of this first form of the proposition to .*t
forth the terms with absolute clarity.

This signified the renunlhltion for 6) years of . tax vhicll for ninny years-
find not given less than 20O.(W)0.0I(lf pesos Ier annum and which even rttl,.irg
It to one-half of this figure represented H,(10,0iI,060 pesos, which sum tal tio
be replace(] by tia proceeds of the participation of the State Il tihe profits ,f the
business.

There is no exaggeration il stating that never had suchl a large tran.at'rin
been proposed to the Government of Chile.

The acceptance or the refusal thereof, especially the acceptance, wivlt mo-.rit
the changing of the existing situation, involved tile greatest resloViosibilizy.

As the basis of the negotiation was tile adoption of the Guggeleila ilresk s.
It w-oiuld appear obvious to consider, examine, and prove what results its
application have given to date.

The Guggenielm process had been experimented with only at tlhe Maria
Clena plant of the company known as the Anglo-Chilean Consolidated Nitrate
Corporation.

And inI the official baklnce sheet of June 30, 1930 (document No. 1) which
expresses !he results of the fifth year of operation of the company, there is
established a loss of 10,029,526 United States dollars, nmre than s2.0Am..
('hilean pesos.

Is it admissible, is it even possible that with these facts in hand and '.n
this basis, the Government and the legislators of Chile decided the mo-t im-
portallt negotiation of the past, present, and perhaps the future of the country?

We have said before that the state, in becoming a part of the new 1i0ly.
had to sacrifice the export tax oin nitrate. But that was not its only contri-
bUtioll nor its only share. Futher than renouneiNg all taxation except 6 per
cent oil income, which it might have been able to impose on the new orgalliza-
tion, it had to contribute 150,000,000 tons of nitrate and not affecting !-re:i-
fled nitlrlte fields, which woul have permitted it to dispose of the ,'thers'.
but all of the nitrate lands belonging to the state, from which and during the
period of 60 years the company shall have the right to select tho.e which it
wants.

That ,4 the absolute tying up of the nitrate reserves of the state. eztinuat. !
at 460.00,(00 tons for a period of six decades, for three generations of Chil,.ans

This share of 150,000,000 tons of nitrate represents a value, according to
tilt, superintendency of this branich, of 1,5 5000),000 of pesos, since it is eri-
imited at 10 pesos per ton: but It aniounts to aI value of 2.634.00.MMOP of po' .S-
according to the estimate which Mr. A. . ('appellen-Smith, of 4 ;ti;u-,theim

Bros., lallde in the balance which lie presented to his associates of tilt L:atar,,
Nitrate ('orporation of l)lavare (wiich should not lIt colfil sed with !he
,:ltaro Nitrate Co.) assigning a value of 17.50 pesos to evich ton oif nirrtl(

,
-.

(Document No. 2.)
But not withstaidii'g the magnitude of tilt' Governiment's eontribnti,,n,. it

could hIve iaeii thought that tilt'St, would Ie daily tollpt'lllteld by tile state&
sh'a' (of half of tile profits ot the idliustry.

It was often said iia1 the country was iaaile to bei4ve thait the G,'rprn-
Iit'lt w!5 exehianging the product of ;a tax. litii colleetioi of whih wa, Ie-
coming impossible, at least ill full, and the present vlue ''f 1704.400.10) tn- .,f
nitrate, for 50 per cent of tlle profit- from the ilmitfaeture and !zale of ittr-.

Wit did tilt% country un(hi'stanl by all of this? Whlt (fl it.-lly of 1he
Ioliticialns. who aIttributed to ('osaci during IlI(, pilml of it,'-::,mou. tLr"
character of salvation for our prinllipal fountan of rev :!'tes. rt:illy un!' r-
stand?

They understood olinly :ind frankly that from each two peo.0 rtlniiiz
front the difference between the cost and sale price of iiitrate utie pest w,-,ul
be for the State and tlt' other for the indu:trlallsts.

And by the cost price they understood that which would result from tie
total of these factors: Transport of the caliche to the plant: manufacturing
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prces; in the plant. sacking, and frtiglit to the Ifort of tellark;ttinn and pIlae
-

iug alngside ship. Deducting this cost from tile sale value would give the
pro lit.

If this had been the Cosach. although it always wtlold have beeni a
dim-iter froli the Point of view of nhtijonal econolly. very jlr(h:tlIly wotld have
re-11iled as .t good pioc' of lilsiness fir liete Chilean Govermleant. But this
Was liot tilt case.

it was our misfortune that the coliti'ns under which this great comalpany
was organized were l~evens.arlly and fatidly di.satron.1 for all Chilo.n interests.
nlielial is well as strictly (hiveiriuieit.

The originators, lproinoters, and supporters of Cosach hll decided above that
it .A,1ahll assullc tile charach r of a corporaton between tlae Goverainent and
the industrialists, and that in a corporation of such nature while one of the
iartner,-the national treasury made concrete contributions easily valued

in terms of money, the other lprtner-the iinlustrialists-.,houl contribute
tjea assets and liabilities.

This type of corporation and these contributions of assets and Ulabilities of
the nitrate firLu. incorporated into Cosach went to make the negotiation ias
disaistrous from the Government point of view as it was bound to be, fit ailly
ca.-w. from the national point of view.

The introduction of the assets and liabilities of the industrialists ianmedi.
ately gave rise to difficulties in the exact or even aplroximate appral-al of the
real values of these contributions, and tlen made tile Chilean Treasury, as at
pirtn.r, responsible for all of the debts of lie industrial partners up to the
amount of the 15,000,000 of A stock which would represent the Governmnent's
.SL- re.

And tliti it was that when Mr. Ricardo Ayslh, as representative of the
fThilenan Government, put his signature, to the Cosach contract on thac 20th of
Mareia, 1931,1 a (lay which we believe will lie sadly memorable, the treasury
burdened Itself with tile debts of tile Nitrate Co. of Chile-including the inlial
lean of $120.000 000-which reached the stim of 2,000,I),00) liesos, or 400,000,-
(0n moire than tiae total external debt contracted by Chile from the time of itN
iklepenlece up to the year 1927, the first of the Ibanez dictatorship. Law

No. 4 '3 sanctioned this enormity.
The State abdictated its sovereignty in relation to tile most valuable source

(if fi-cal income and hulbly took part in a tcorporation in which, even under the
ls',t circlnastiances. it had to accept tile connon lot of any of the partners. Wilh
refuecrt.e to this point--esential in the Governmnent aspect of Cosach-patriotic
vdiese were raised to call attention to the immense error which was about to be
omittede.

M,.srs. Gustavo twvera. Samitilgo Wilson. and Alegro Lira. in the Chaniber
'4 Deputies. ast:d Mr. Aurelio Ntni z Morgado, in t ilte Senate. protested against
the character of partner which it was desired too give te the Slate ill the nitrate
indu~lry and announced the dangers which were involved.

It v:.s as clear as ilie light of noan : since forgeltii- tile p;arallnIoult lielilts
to the nation it was wished at any cost to combine the interests of the Govern-
nellt ald (of tilt, nitrat', llIOdtico''s. what sluld have t.ijl d1a ne in orhler to save
the. dilgnity and welfare of the country wa.s to lnrnmouize those Interests in it
c, a~f'lera ! ion.

F,.r that, it was sufficient that the State should renounce export duties and
oijti d concede Under determined conilditiois the iI 4, of its litrate aa li.,, up to in

=41ulit o1f l5I.l;013) talls of nitrate.
In exchange for lltese .. ,erltrositilvs (f tin' State. ite ihldtl'trillsl s, witlllut

lb
° 
.nlcessity of associating themselves with the State in tl, juridical-com-

merci:.l sense, would h.,ve turned ov(er to the tra.alllry 510 Ipr cenit ,i' lie !nrilli
relitinz from the difference lietweea the cost of product n and tailns iortation
h'oeu.-ide ship and the salt, price free alongside ship.

;With reference to what occurred In connection with Cosach on Mar. 20 of t.his year.
e eaun n,,t refrain from pointing out that the following events an' surprising aiid almost

w..xjlieabe. In fact, from the ollicial documents which we have before us, it appears
1h.it hill. followIng ocCurrcd on the 20th of March. 1931 : i1 There was a meeting In
laijlaraiso (of stoebliolders lif the Aurrera Nitrate Co. which appointed the hawyter,
Eduardo (arvailo (;urlelach. as its representative to sign life Co-ach contract: (2) this
a,'tJn ,,f the stockholders was made a matter of public record: (3) there was Issued and
4rut-cribied in Valparaiso tie documents of Incorporation and tile statutes of Cosacb,
Th0h haq S0 paes of typewritten text: (4) a copy of this document was sent to Santiago
fcr the information of hlie minister of hacienda; (5) this minister, Mr. Carlos Castro
kulz. studied the contract and signed decree 2100. which approved the statutes or
Coach: (6) decree 2100 Is approved and signed by the dictator. Ibanez; and (7) thin
npreme decree Is published in the Diarlo Oficial of the same day, Mar. 20.

i I
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In order to control the correct and exact compliance with this obligation of
the industrialists, the Government should have taken the precautions customary
ill such clses.

If under this simple, honest and practical form of agreement the quota of
50 per cent of the profits for tile Treasury had proved excessive, the figure could
have been reduced to an equitable oxie.

The law instead of accepting this clear road chose the tortuous one of the
corporation with shares of assets and liabilities tin the part of the industrialists.

The Senate wished to decerase the evil consequences of the corporation by
providing that the shares of the industrialists "shall not exceed" 1,500,000,000
pesos and that the, B stock representing these shares should be issued up to these
1,500,000,000.

But it will be seen that these precautions did not prevent the sad plight of
the State in the Nitrate Co. of Chile. The original mistake of organizing the
corporation was comnmitted and It was a mistake as grmat as it was uneecessry
for those who were not going to profit from it. The principal objects of Cosach
were the following:

First. To unite nitrate producers in order to lower costs and bring about
unified control in the business thereby presenting an advantageous united front
to the manufacturers of synthetic nitrogen; and,

Second. To obtain the assistance of the Chilean Government in order to sup-
press taxes and to apportion nitrate lands to the industry.

For the full satisfaction of these desires the Nitrate Co. of Chile was not
necessary. The first end had already been attained with the Association of
Nitrate Producers, an organization which represented and directed the interests
of the industry; and with reference to the assistance from the State it could
and should have been obtained without the cosach.

What were the Interests so deep and so strong which determined this form
for the organization of the nitrate industry? Perhaps the best reply to this
question will be a detailed examination of the organization of Cosach.

3. DEVELOPMENT OF EVENTS UP TO THE ORGANIZATION OF TIE COMPA5NIA DID
SALITRn DE CUILE (CosACH)

This study should embrace three periods: Negotiation, legislation, fulfillment.

THE NEGOTIATIONS

The period of negotiations-without doubt the most intere.;, i-g-opens in
April and ends in July of 1930. All of tile developments took plae in Paris
and London. The negotiators-at least the principal ones-are Pablo Remirez,
representing the State, ant Mr. A. E. Cappelian Smith, representative of
Guggenheim Bros. This period includes the following operations:

First. The form of organization of Cosach was proposed and decided upon.
Second. A report on the motives and the corresponding projects of law were

drawn up and sent to the Government for presentation to the National Congress.
Third. Nitrate companies were informed as an inevitable fact that Cosach

should be organized under the law substantially in accord with the form
proposed by Mr. Ramlirez.

Fourth. The nitrate producers knowing the dictatorial character of the
Chilean Government; the insurmountable influence which Pablo Ramirez
exercised in that Government; the growing power which Guggenheim Bros.
were assuming in the nitrate industry; the close understanding between
Guggenheim Bros. and Mr. Ramirez; alti, lastly. the absolute uselessness of
any effort which might be made to oppose the suggestions of Mr. Itamirez and
Guggenhim Bros., agreed with theim upon the terms of their respective incor-
poration into Cosach. (Document No. 2A.)

During this first period of negotiations 28 of the most important nitrate
firms, out of the, total of 42 which to dalte have signed the contract of the
Nitrate Co. of Chile, agreed to enter Cosach. The negotiation was completed.
It is true that legislative approvalowas lacking but that was certain to cone,
and it came.

0 PERIOD OF LEGISLATION

The project of Cosach was presented to the Chamber of Deputies. The
finance committee reported on it during the session of June 21, 1930. Dis-
cussions started during this same session. Under the circumstances the
deputies had not had time to read the project.
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The commission did not present a written report but charged its president,
Mr. Jorge Orrego, to give verbal explanations.

The debate was continued in the session of June 23 from 4 to 7 o'clock,
and since it wis not completed, and in spite of the protests of several deputies,
a further session was called for that night. Debate was concluded during the
session of June 24 and a general vote was taken on the project. Three (lays
bad passed and the project had been discussed in four sessions. Such a brief
time and such a small number of sessions were sufficient for the chamber to
decide upon the most serious and important project of law which had ever
been submitted to it.

In the attack on the project for the formation of Cosach the following
gentlemen distinguished themselves: Sellin Carrasco, Manuel Munoz CorneJo,
Arturo Ruiz de Cambba, Ignaclo Urrutia Manzano, Ramon Sepulveda Leal,
Gustavo Itiveral Baeza, Santiago Wilson, Alejo Lia Infante, Alfredo Guillermo
Bravo y J*artolome Sepulveda.

The project was especially supported by Messrs. Jorge Orrego, Luis Cruz
Ahneyda, Juan Pradenas Munoz, Nolasco Cardenas, Ieazar Lezaeta y Frau-
siseo Jorquera.

The result of the vote was 69 in favor of general approval of the project
and 21 against it. The following voted in the affirmative:

(Here follows list of names.)
Tht, following voted in the negative:
(Ilere follows list of names.)
During the session of June 27 the chamber initiated and concluded individual

discussion and heard a new report from the finance committee, considered and
rejected the counter-project presented by Messrs. Salem Carrasco on the one
haid ani anuel Munoz Cornejo and Arturo Ruiz (le Camboa on the other.

That day the project for Cosach passed to the Senate. The fiance com-
mittee of this chamber presented Its report duinig the session of July 7. Dis-
cussion was started on the 8th and continued during the sessions of the 9th
and 10th. During the last of these sessions consideration of the project was
completed.

Three days and four sessions had been sufficient for the Senate also to discuss
and decide upon Cosach. The project was especially supported by Pedro P.
Dartneil, Guillermo Burros Jars, president of the finance committee, Enrique
Zanartu Prieto, Juan Antonio Rios, Fidel Estay, Emillo Rodriguez Mendoza,
anti Jacinto Leon Lavin.

Messrs. Aureilo Nunez Morgado, Manuel Iidalgo, and Jiaii Luis Carnoma
attacked it In almost all of its phases. Tie Senate approved the project by a
large majority.

The third and fourth constitutional readings escalied it tile discussions of the
chamlers between July 121h and 21st, and oil tei latter date the project was
completely approved and ready to be returned to the executive,. Coach was
going to be a law of the Republic.

It Is only just to point out that if Congress supported the futdaniental error
of constituting Cosach anti the no less si'ous error of founding the ntw
organization of the nitrate industry oil the basis o1' a corporation between the
State and the industrialists, it exchange the numerous mo(itications intto-
duced into the Government project all tended to lessen the disastrous conse-
quences.

Law No. 4863, which was published in the Diaro Official of Juliy 21. 1930, was
promulgated as a law of the Republic which gave life and lcgal organization
to the Nitrate Co. of Chile (Cosach).

Law No. 4863 dh not put an end to the legislative proc'vs of Cosach.
Time months following the lpromulgation of the law puermlitted its real nego-

tiators to realize that some of the provisions contained in the project pre-
sented by Mr. Pablo Ramirez in April of 1930 were lacking, mind thot it wits
necessary to impose others for the complete atid perfe:' fuilllent of the
original plan.

Law No. 4863 had not contemplated the existence and authorization of the
so-called subsidiary companies, by whose mechanism Guggenheim Bros. had
to complete their domination over the future company.

On the other hand, that law of July, 1930, required the Nitrate Co. of Chile
to pay in money and within the respective years the Government quotas for
1932 and 1933, a payment the material Impossibility of which was already
discounted by the negotiators notwithstanding the optimistic accounts of profits
with which they had tempted the Chilean Legislator.
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An inI addition to these already considerable objections, it was necessary to
authorize a large loan for Cosach under conditions of absolute guarantee of
service and payment so effec-tive that they permitted Guggenheim Bros. to re.
fain their great interest in Cosach without preventing them from drawing
out everything which they had invested in the nitrate Industry.

Law No. 4S63 therefore had Imposed upon it, with unavoidable character,
modiflention in these three respects.

The extraordinary powers of Law No. 4945 were used for this purpose-
if they were not designed especially for the purpose. Ulilder these extraordinary
powers was dictated Decree Law No. 12 of February 24, 1931.

The dictator named Mr. Castro Ruiz, Minister of Hacienda, in order to ask
or to impose those extraordinary powers al(l take advantage of them in the
manner which was dome under Decree Law No. 12 of February 24, 1931.

Mr. Castro Ruiz was, in the opinion of this commission, the last Chilean who
should have held office as Minister of Ilacienda-that is, as principal repre-
sentative of while e during the isrid of the organization of Cosach.

Mr. Castro Ruiz was actually manager of a foreign bank closely associated
with the nitrate Industry through large credits extended to producing and
selling companies. This character of manager of the Anglo-South American
Bank was to be inseperable from that of the agent and the Minister of Finance
of Chile, and the coexistence of both conditiotis meant a moral incompatibility
which was so evident that it made unbelievaible the designation of Mr. Castro
Ruiz as Minister of Hacienda charged with negotiating and deciding upon the
formation of Cosach.

The unbelievable, however, happened. It is true that it was not the only
unbelievable act of the dictatorship, but it was without doubt the most serious
and the most harmful to public Interests.

Carlos Castro Ruiz was named Minister of hlacienda by Dictator Ibanez on
January 9 of the present year. On February 6 the law of extraordinary powers
was imposed upon the members of Congress who were designated March 30,
1930. ThIs law was resisted by many distinguished and able parliamentarians.

As we have already said, Decree Law No. 12 was dictated on February 24 by
virtue of those extraordinary powers.

The manager-minister had accomplished the most important part of his mis-
sion, and if as minister he had not niade himself exactly a creditor of the
national gratitude, as manager lie had earned the gratitude of his bank.

With levcree Law No. 12 and with No. 48 the per.od of Cosach, which we
have called the legislative perid, catte to ali end. The last of the three perilds
arrived, that of fltuinient.

F u Ht.I xJ. 'r i'raiioD

The entire country has Ieen deceived into thinking that the 1,500,000,000
pesos in series B shares of the Cosach had obligator.ly to lie assigned to the
nitrate industrial .ss iid that, in any ase, they were granted to then after
prior valuation of tbeir assets and liabilities evaluated by representatives of
the Government.

It has been said and repeated wvith as much insistence as inexactiess that
the Chilean \overtnent was totally inlitTerent as to the manner and pro-
portion in which these 1,500,000.000 pesos should be divided among the differ-
ent industrial partners and even that it had no interest relative to whether
or not the liquid assets of the separate industrialists represelited thi.; total
'liilollilt.

All these statelments are tuIerely for the ptirpo.e of ohi.ctitiig tile Issue.
In the first disct'.siol of Coallh in 4.'oilgress it Nvts established that if froni

the capital of 3,ot0W.000.r0tut pe)sos, 1.500.101),i11o pesos were assigned to the in-
dustrialists It was tim le wilh the nItlerstanllIng lld ol tie basis th"It this
valle should lie ilhy justl'led iid provel. The president of the ||lallce coln-
mnittee of the ( 'lii nber ot ! ,litities, .horge ('rrego, trie:l to show that I lie nitrate
comlpinies in existence at Ihe thie of tlwse disvilssiins, altogether held liquid
assets to tie vaiue of 1,0(Xi;,000,i}0 pesos. as was shown Ioy the Ialance sheets
of these Il'Ills anid added that the 1,50000.(00 pesos should lie considered as
Inielidllig the highest valuation of the nitrate iaiL'ls and the stocks of nitrate
and lodihie lis well its tilt valle of the liroces :os lnad patents of said compalites.

Later tile Setiate einiphsized itn it lnnliiner .ot to lie ilnistniderstoofl the idlea
of prior Justification of tile iilitistrial quota, deterniining thitt this total should
not exceed 1,500,000,000 pesos and that the series B shares could only reach
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that amount. If the value of the Industrial quotas could not exceed 1,500,000,-
00) pesos It was because they nust be less than that sun and, in coinseiuece,
the incorporation of cach conivaiy should correspond in its number of B shares
to the valuation previously approved by the Governnit.

Thus it is that the public believes these natters have been halndled ii this
manner but it is laboring under a delusion. The quotas of till of the companies
incorporated in Cosach to-day i,ere agreed on directly between them and tiug-
genheim Bros., absolutely ignoring the valuation of assessment made much
later by order of the Chilean Government and by ,ilicials in their service.

Thus the series B shares which these companies have received, or are to
receive, have absolutely no relation with the values assigned to their liquid
asset-, in the Government valuation, but with tile values vhlich Guggenlheim
Bros. had decided beforehand to give them.

Tile logical Noinseilueiiee of the foregoing ald till incontrovertible fact is that
the IGovernmeiit valuation has had no practical application for nitrate indus-
triallsts with tile exception of Giuggenheini Bros., anti it is all operation a
liosteriori for the purpose of justifying the theory of delivery of 1,500,000,000
as the industrial quota.

An examl)le will even more clearly emphasize this statement:
Let us suppose that when the dictatorship had the strange idea of the civic

center, one of the property owners In that district should have known that the
Government was disposed to pay 100.000,000 pesos for the total of the real
estate comprising that district and that, in possession of such valuable Infor-
mation, he should have eagerly gone to obtaji ani option on each and ali of
these plots of real estate, acquiring the entire section for 20,(M),0H) pesos.

Once the option had been secured this fortunate purchaser would present
hinslf to the Government itmi ask for the payment of 100,000,000 pesos. And
the Government, knowing the total price of the operation was 20,000,000, instead
of rejecting this proposal should name a comml: sion whlch, for various reasons,
showed that the property wits worth 100,000,Wf) liesos, ii view of which report
the Government paid tie 100.000,000 pesos.

This has been the case but very much worse.
Guggenheim Bros. from April to July, 1930, entered into it number of ad-

referendum operations through which there were agreed the terms of incor-
poration into Cosach of 28 of the principal nitrate companies, and later this
number was increased to 3, only 14 nitrate firms% remlinilg outside of tile
combination.

To these 33 were granted 418.184,956 pesos tit series B shanrv, (if the Cosach,
Guggenheim Bros. reserving for themselves and their cooperators 1,050,000,000
pesis (document 2-B).

After dlstribution had been made the Government in Its report absolutely
avoided making any disclosure of the fact that these conapallniv.4 which through
agreements of their directorates and shareholders had turned over their busi-
ness actually worth 852,000,000 pesos for 41..000.000 plvsos.

From this system of governmevntal valuation, the worth of which we prefer
not to dwell uon, the most interesting anomalies have resulted.

The case. for example, of the Cia. Salltrera El Lolt whichi company presented
to Guggenheim Bros. official balance sheets wviichl can easily Ili proved, and
according to which there were liquid assets in favor of that company of
69,000.000 pesos and to which Guggenheim Bros. only granted 23.400,00) pesos
in shares of the Cosach.

And what did the governmental valuation say with regard to this company?
It said that the liquid assets of the Cia. El Loa amounted to 139,000,000 pesos

(document No. 3).
Some of the shareholders of this firm have been right, therefore, In stating

to the Investigating committee that in tile difference between 23,010,000 pesos
and 69.000,000 pesos El Loa hits been defrauded, but that in the difference
between 69,000,000 pesos and 139,000,000 pesos the Government has been de-
frauded, since the company aeknowlhdges publicly that it was worth but
69,000O,000 pesos and the Government commission values it at 1:39,000,000 pesos
(document No. 3-A).

We couI(l repeat innumerable similar examples that would show that the
governmental valuation was very much greater than the balances of the com-
panies, in order to have a Justification for the payment of the 1,500,000,000 pesos.

We repeat that in the division of this total there were assigned to the com-
panics adhering to the Cosach 418,000,000 pesos and to Guggenheim Bros. and
their cooperators 1,050,000,000 pesos, and what (lid the Guggenheim group
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deliver to the Cosach in exchange for this amount of 1,050,000,000 pesos? Not
one kilo of nitrate ore, not one piece of iron, not one animal hoof.

They delivered their "good will," their intangible assets, as the governmental
report calls It with unintended irony.

And this is an undeniable fact of the most rigorous exactness.
The nitrate interests of Guggenheim Bros. were in the Anglo-Chilean Con.

solidated Nitrate Corporation and in the Lautaro Nitrate Co.
The property which formed the assets of the first of these companies hardly

covered the liabilities, not taking into account the $10.000,000 (82,000,000
pesos), which represented the loss shown In their official balance.- sheet of June
30, 1930 (document No. 1).

As to Lawtaro, their liquid capital (document No. 4) nmiounted to 320,000,000
pesos, which was incorporated in the liabilities of the ('osacih as a debt in
preferred bonds.

Thus the properties of the Colmpani,.s iln which (tugetihtein ''os. were in
terested were taken into the Cosach with complete disrtegard of the 1.050,0)0,000
pesos delivered to them and their group in the form oif shares of the Cosach

These 1,0511,000,Ms0 less were turely " good-wiil."'
And how has the firim (ot Guggenhelin beIen able to obtain t a position sopowerful In the nitrate Industry its to i)ernit them to handle the division of B

shares as master and owner?
It is an edifying story which merits being placed in this report for perpetual

remembrance.
The firing of Guggenheim Bros. irst interested themselves in tile nitrate In-

dustry in 1925, acquiring at t puldic sale tl Soya Norte nitrate fleld, for the
approximate sum of £60,000. After it short time the firmly decided that for tihe
development of their business, it would suit them to purchase tile railroad to
Tocopilla and other properties belonging to an English company called theAnglo Chilean Nitrate Co. So they bought the assets and liabilities for

3,600,000 for which they paid, without spending a cent, in bonds or mortgage
debentures.

The firm at once decided to build a tIlnnt, the Maria Elena, for the application
of the Guggenheim process for extracting and elaborating nitrate.

In ordered to defray tile Initial cost )f this plant, they launched a new
Issue of debentures for $10.500,000 with which they began to retire the £600000paitd for the Coya field. Tins they did not have n single dollr invested in the
industry.
But soon the construction of the Maria Elene required sunis which could

not lie obtained by new Issues of debentures and Guggenheim Bros. began to
advance to tite Anglo-Chilean Consolidated Nitrate Corporation sums of moneywhich, in March of the present year, according to the hooks of thlir own
company, amounted to $27,000.000 as capital and $1,500,000 as interest.

In round numbers there were $28,000,tt0---that is. 20000,000 of outr pesos-
invested in it very good, splenlid, colossal enterprise but in the five years during
which it was in olieration and with the advantage of very high prices for
nitrate, it lost $10,000,00).

Trhiq investnent doubtless did not suit Guggenheim Bros. and the Cosach
and time enormous loan of $120,00.000 when it was launclted offered them a
unique opportunity to get out of this great business which showed such losses,

And thus it was that the guaranteed credit which they had against the
Anglo-Chilean Consolidated Nitrate Corporation for $2.9,000,000 was changed for
bonds of the Cosach with tle specific guarantee of 60 pesos per toll of nitrate
exported, and with payment so preferential aind( privileged that it tol of
nitrate can not leave our shores until th service of these bonds has bven
covered.

Thus the credit of Guggenheim Bros. had lredominanee over the firstmortgages of the incorporated companies find over the 7 l r cent interest of the
Lautaro Co., this last fact causing great alarm to the holders of these bonds.

In reality Guggenheim Bros. do not have a single peso invested il nitrate,
In view of the fact that the interest and amortization ot their $28000,000
are guaranteed by the State. with the assurance--accorded in decree with forcelaw No. 12 of February 24, 1931-that it would not allow 1 totl of nitrate to
be exported without charging for it 60 pesos for the service of the respective
bonds.

But the fact that the Anglo-Chilean Consolidated Nitrate Corporation's assets
were less than thehi liabilities'did not signify that their owners, Guggenheim
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Bros., would not receive anything for their incorporation in Cosach. Far from
this, so far in fact that they received 490.000,040 pesos for their Incorporation.
Il effect, the Anglo-Chilean, in accordance with American methods concern-

Ing stock companies, had issued 1,750,750 shares without par value and which
coul only be of value on the day that the as-ets of the company were esti-
mated by some one to be greater than the liabilities.

That some one was the Chilean Government which, notwithstanding that the
official public balance showed the assets of the Anglo-Chilean to be less by
more than $10.000,000 than its liabilities, assigned to them for these 1,756.750
"without par value" shares. the enormous suni of 490,000,000 pesos in B
shares of the Cosach.

The other nitrate firm In which Guggenheim Bros. has an interest was
the Lautaro Nitrate Co.

The story of that interest will cause the minister and the country greater
surprise, if possible, than the preceding one.

The Lautaro Nitrate ('o. was tlle most important and most Chilean nitrate
company of the pampa.

It had originated by the union of the old, historic. and beloved ('Ia. Salilrera
de Antofagasta with the Lastenia Co. and the English company from which
it took Its new name.

Tile Lautaro was very progressive as it had constructed and equipped tile
Chaeahuco plant, tile flower of the Shanks system.

Without doubt this spirt of progress shown by the Chilean company Induced
Guggenlim Brothers to propose In June of 1929 the (ons-truetion of a new
plant. Padro de Valdivia, where the process which they had patented might
be installed.

They only asked as a price for their advice and the adoption of their
patents a commissions of £100,000.

A commission of £100.000 for a company thlat had a capital of £8.000.000
(l,1)t10.f000 share (if £5 each) was not a thing to fear.
But th, proposers of this plan, Guggenliin Bros.. demalded and obtained

the payment of this £100,000 commission in 2.000.000 share., of the Lautaro
Co. worth a shilling eacih, each share being entitled to a vote.
By this simple and marvelous system, £1.0.000 dominated anld controlled the

£8.000.000 of tit, originall s shareholders and ownrs of the buiness.
But as Guguenhein Bros. were not alone In this plan to ahsorb tile Lautaro

Co. and had to divide tlip commission among the varIou., cooperators, and
as tll' Mnight deprive theI of the control of tlV bUsiTess, they collelVd the
most stupendous niechanism it all this negotiation.

Thme invented a stock company whose only function and reason for being
was the possession and control of these 2,000,000 shares of the Lautaro Co.
They assigted to the new company, conceived under tlil, iame of tile Iutaro
Nitrate Co. of Delaware. a capital of 4.01)0,1100 share., without liar value. (if
whildh at tie heginiiing 2,340,000 ieloinged to tile Guggenhlicints and was later
increased to 2,441,(168.

Holding thus the majority of the shares of the Lautaro of Delaware,
Guggenhenm also controlled tile 2.000.000 sha-res (f tile Taularo and. by this
means, tlte Chilean colosus of tie nitrate industry humlbly yielded up its arms
and its goods before another colossus of irresistible power.

We have sald that tie £10t),O of " Good-will " which the Lautaro Co. paid
were converted Into 1,000,000 shares of the company and that these were in
tiri converted to 4.00000() shares of tile Lauitaro of Delaware. Guggenheim
Bros. then changed their 2,441,668 shares of Lautaro Delaware for 341.833,500
pesos in B shares of the ('osavh andI, as tley already had received 490,000.000
pesos for their participation hi the Angho-hilean, they pos.ess,,d 831,833,500
peso9 ili B shares of the Cosach. (Sce dneUlllielt No. 2.)

Tile 281,166,.110 pesos ll(ekinZ to complete the 1,050,090,000 pesos mentioned
were given to the cooperators of (luggenlheil Bros. excepting only a few crumbs
for the origi ai owners of the Lautaro Co.

Tle Road to Geltb senam, of itl(- Lautaro, Co. does riot (eid here, sirc(' 0il
the formation of (osach, the true and original capital of £8,000,040 was
considered as a simple debt of tite Compania de Salitre de Chile and w!tli
this the holders of thosv bonds lost voice and vote in the management of
the business. As a culminating point, when the guaranteed credit of the
Gugtenheim was given preference over all other credits and, therefore, over
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the service of the Lautaro bonds, the holders of these were in danger of
receiving no Interest should nitrate sales de.rvase a little.

However sad this may be, we must not lose sight of the fact that the
directors of the Lauturo Nitrate Co. are In great part responsible for the
situation of that company.

The last part of this activity was the unnecessary creation of tile Coal.
pania Anglo-Chilean to which Guggenheim Bros. transferred the assets and
a great part of the liabilities of the Anglo-Chilean Nitrate Corp., for which,
serving as a plastice mediator, it was admitted to the Cosah.

As a r&-.un0C of this chapter, the Cosach is organized and made operative
In which, whether desire or not, the division of the 1,500,0000t0 pe- s in
industrial shares is as follows:
Gug.genheim Hros. and their groups for intangible assets or

"goo(d l Wil l .... . ..----------------------------------- ----- t . 11511, 4IN 1.Ot
Liquid quoit of the paIrticipating companies, their fields,

plants, railways, (tc. ------------------------------------ 418. 4t93, 6(,N
Shares not issued to date ------------------------------------ 31, 504. 400

Total ...................----------- 1,500,000,000
Guggenheim Bros. do not need the 2,181,665 shares of their cooperaiors to

control the (Cosach and all the nitrate commerce of the world. Their 8,,S1.350
shares of I stock are suffiient to give them 7 out of 12 directors of the 'oat-
pany and to make their 'influence insuperable. The right of veto given to the
four directors who represent the Government is not suflicient to overbalance
this Influence as ms been demonstrated in several articles in the prcss b
Ricardo Salas Edwards, ex-agent of the Government and member of the
organizing commission of the Cosach.

I. COSACI oROANIZATION EXPENSES

Even at the risk of prolonging this report beyond the wishes of the co1-
mission, we must devote a few lines to the prodigious sums invested il the
expenses of organizing Cosach; sums, which in their entirely. exceed by double
those authorized by law.

We shmll divide in three categories the investments to which we refer:
1. Expenses of the companies participating in Cosach because of their incor-

poration In the Cia. de Salitre de Chile and reimbursed by that company.
2. Payment to different agents or representatives of companies incorporated

in Cosach as a ineans of indemnifying them for the loss of these agencies
or representations.

3. Direct expenses of the Cosach In the process of organization.
The sums invested in the first category of expenses amount, according to

the official detail of the -uperintendeney of nitrate, to 281,37 pounds
(11.254,680 pesos).

Those of the second category tire:
To Messrs. W. R. Grace & Co. for the nitrate agencies to 350.000 pounds

(14,000,000 pesos).
To Buchanan, Jones & Cia. for their agencies of the Companias Loa ald

Tamarugal, 200,000 pounds (8,000,000 pesos).
The amounts spent in tile organization of Cosach may be divided into the

headings which are given below:
Fees to lawyers --- ------------------------------------------ 1 *,541,616
Commercial fees .- . ... ...-------------------------------------. 5, 219, 457
Fees to accountants ---------------------------.... ..---.---- 2, 475. 000
Payments to officials or represenItatives of the Governnient and

suams put at their disposal -... ..-------------------------------- 1, 654, 191
Cable, telegraph, and telephone expenses ------------------------- 554, 776
Various ----------.------------------------------------------ 5,00,798

Total under this category ------------------------------- 24,454,843
Grand total of amounts spent by Co;eh for organization purposes- 57, 709, 523
Amount authorized for the plrpose ------------------------------ 22,000,000
Amount spent beyond authorization ---------------------------- 35, 709, 523
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We must aldd that in the official communication of the superintendent of
nitrate regarding the organization expenses of Cosael, the following statement
wNas Included.

"Apart froin the expenses taken into account above, we estimate that we
shall have to pay ill (Idle around $50,00i for tilt- liquidation of participating
collpanlis, the greater part of this figure beinz the clarves wh1ich we have
to pay, according to agreements, for expenses of liquidation of tile liquidating
conittees. hi addition, there will he other lesser charges, simillar to tile
attached details, ill Chile and also probably in Lomlon and New York."

From these words of the superintendent, it will he seen that there are still
considerable sitlits to lie spent andi that they will lie charged to the organization
('Xlitt'IISV5.

The comniission doe,;s not consider it possible to close this ehtiliter of the
report without giving hi detail tile iteis of fees and of lnyillients to ollielals
or r)reseittativeus (if the Goveinment, being certain that It Minister of heinane
anld the entire iolintry will note many of these with an astolis linent eqlal
to that experiinced by the conniission.

Dctails of the Itcittv of Fees

1' Fees oh' lawyers:
i a l ees of 7 firms or groups of Chilean lawyers ------------- 805, 000
1Ai lhoot, ('lark & luckier. New York lawyers -------------- 7,320,387

(c) Shierniin iind Sterlilg, London lawyers --------------..... 1, 416, 229
2. paymentss to pulicb olfhcials and suns placed at thil r displiosl :

'ablo Rtaiirez ----------------------------------------------- 732, 731
Serelary of 1'aldo Ialilrez --------------------------------- 42,284
Raul 81imon ...---------------------------------------------- 2 254, 406)
Francisco Pena Otaegui -------------------------------------- 51,350
Elditiundo Delcourt ------------------------------------------ 122,000
'arlos Davlla --------------------------------------------- 9, (100

Disposal of embassy in London ------------------------------ 10,000
lieardo Sales Btdwards ------------------------------------- 177, 0'iJ
Luis Quiroga ---------------------------------------------- 12, 00!)

Total paid ------------------------------------------- 1, (51, 194

5. CAPIT.AI, OF COSACl HAS 1lt;EN INCIIIASIII It ,.cALLY

lIoes tie lfact that I shares if Cosaclih do lot exceed the 15.0t00,00)0 whichthe law antllllorizeti illeall to say that tile tlllXillilll lq ,tas asi.ihel to tile in-

dustry in the operating capital are held within the prescribed maximum of
1,511.,,0010 Pesos?

hi other words, has the opera!in- capital of ':Osachl been increased?
The ('oitpatiia do Salitre de Chile in the exposition which it setit to this

connission, lnsweriig Ilie qtiestlinilire subitnittedi to It by us responded to
this question with an etiphatic tiegaltive.

But examination (if the antctedents which Ihis iivestigatilig coimisslion lis
had before it and a real, not in apparent, appreiation of the falts, brings the
conviction that the operating capital of the conoiilnay which the lahw fixed it it
total of 3.0ilt001,O 00 Ile s lis ail i which the industrial part might reach
1,500,0M).000 pesos, has been actually increased by iimerolls itens whose total
Is more than 423,562,000 leSos, in obvious and [hligrant violalion of the legal
provisions relating to Cosich.

It is ia fact beyond any doit that not only does Law 4-8013, lit that also
thc decrees with force of law which modify iaind ionpleniteit it. provide that tlhe
quotas held by tile nitrate compailes In existence at the dale of the proinul.
gation of ltese legal mandates could Il no case nor for any notive or citsidera-
lion exceed the amount of 1,500,000,000 pesos represented by 15,000,000 shares
of 100 pesos each.

This means to saty that the Incorporation of the capital tif the various nitrate
companies, representing the differencee in their favor between their assets
and liabilities, may not exceed by a sIngle pe, so in the capital of Cosach these
1,500.000,000 pesos.

And this is exactly what has not happened.
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In effect the sun of the 1,500,000,000 pesos has been distributed and, in
addition, there has been paid or will have to be paid all of the following:

Lautaro Nitrate Corporation, 8,000,000 pounds ---------------- P320, 000, 000
Nueva Castilla, $214,000, at 8.25 ------------------------------ 1,765.5-0
Cla. Comercial y Salitrera de Tarapaca, $1,312,4)0, at 8.25 ------ 10, S24. 4 40)
Cla. Salitrera Taltal, $535,000. at 8.25 ------------------------- 4, 413, 750
Cla. Salltrera Topilla (Sloman), $8.565.000, at 8.25 ----------- 70,661.250
(Aia. Salltrera de Tarapaca y Tocopilla, $1,070,000, at 8.25 ------- 8,827,500
Cia. Salitrera La Granja, $857.00, at 8.25 --------------------- 7, 0741, 250

Total (document No. 6) ------------------------------ 423,562, 250

If these 423,000,000 pesos were not to he considered an increase of tie
capital of the Cosach, they should not have issued shares of series B for an
equivalent value. But if these shares have been disposed of in their entirety
and, in addition, part of the liquid capital or liquid quota of some companies
are shown among the debts of Cosach, it is undoubtedly because the capital
has heen increased to a point beyond that authorized by the law and the
statutes of the company.

Now this increase of capital breaks at a most Important juncture the jurid-
Ical-commercial structure of Cosach and carries in its essence the (lefect
of nullity which van and should be recognized and punished.

0. COMMERCIAL OUTLOOK

This is the time to make It clear that the rationalizing of nitrate by means
of Cosach was effected at a time least suspicious for success.

No one is ignorant of tie fact that the ill-advised policy followed by the
dictatorship in 1927 and 1928, direeled especially by the ex-Minister of Finance,
Pablo Ramirez, increased the production of nitrate to limits which bore no
proportion to the probabilities of consumption. So the normal stock of nitrate
which should not exceed 1,200,000 tons was Increased to almost 3.000,000 tons
and Is to-day 2,500,000 tons.

To aggravate the situation, stocks abroad have been rapidly Increased by
artificially stimulated exportation to permit delivery of drafts to the Govern-
meat In payment of duties, in order to produce the appearance of a flattering
governmental financial situation.

Greater consignments of nitrate to foreign ports means that the produce
becomes more costly anld, what is still more dalmgmreous, exhibits to the world
an excess production of which the producers of synthetic nitrogen take ad-
Vantage.

But the point which we desire to consider is more closely related to the time
chosen for the creation of Cosach.

If this was formed in an effort to rationalize the industry, why was it
created at a tihe when stocks of finished nitrate were at ielr peak? This
error from which it will be difficult to extricate itself; either it must carefully
reduce nitrate stocks by decreasing production, which will automatically in-
crease costs, or in the fact of these stocks it must continue produellig on a
large sale, which would increase rather than diminish these stocks.

Having established this initial error, let us see the commercial prospects
offered to Cosach and to the Government of Chile bY the weak replacement
of Incotie from their old export duty amld tile sale of the tiit rate fields.

It is dvisadle not to consider as a basis the present consumption, so lament-
able would be the result.

Our ealculatons ale based oin normal averages. Thee bases are:
Consumption of nitrate during year ----------------------- tons-- 2, 000, 000
Price per ton free alongside in Chilean port --------------- pesos-- 30
Production by Guggenheim system ----------------------- tons-- 1, 31)0, 000
Production by Shanks system --------------------------- 0o .... 700, 000
Profit on Guggenheim nitrate (according to the superintendency

of nitrate, date which the commission has not checked up)-pesos-- 140
Profit on Shanks nitrate ------------------------------- do.... 100

With these data, the calculation is simple:
1,300,000 tons of nitrate, at 140 pesos per ton profit ------ pesos-- 182, 000,000
700,000 tons, at 100 pesos per ton profit ------------------ do..-.-- 70, 000, 000

Gross total profit ---------------------------------- do.... 252,000,000
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Now as to the distribution of this first or gross profit; and here Is the
ah-urd part of the Cosach In so far as it relates to Govermuent interests.

I;'fore the Government of ('bile receives a peso of these 252,(,00 pe.os of gross
prolits, it must make the following reductions:

Pesos
Service of the Cosach loan of 1,000,000,0(4 peso ------------------ 80,000,000
Service of the debentures and other credits for a value of 680,000,-

000 pesos owned by the companies incorporated In the Cosach,
which debt It had taken over_ ------------------------------- 54,400,000

Service of the so-called preferred bonds of th, Lnutare. which are
nothing else than the original and real capital of that company,
amounting to 320,000,000 pesos ------------------------------- 25,600,000

Service of the 50O,(O)0.000 pesos of preferred shares of series 11,
whicit the industra lists received ------------------------------ 35,000,000

Minimum sum to be discounted from value of the profits, after
deducting the three preceding items and those for the reserve
fund, contingencies, social laws, etc ------------------------- 12, 000, 000

Total --------------------------------------------------- 207,000,000
This enormous figu represents deductions, and only after they have been

made do we have the liquid profit InI which the (;ovormnit Illay participate.
In the case outlined, after the deductions have lien made there remain 45,-

000.00h pesos profit. Of these, three-fifths go to the Government for Its 15.-
0001100 shares of series A and two-fifths to the owners of tile 10,000,000 ordi-
nary shares of series B. Thr.e-fifths of 45,000,000 pesos are 27,000,000 pesos.

The profits to the State would be 27,000,000 pesos for tie yeo0r.
And to obtain this, it is necessary to sell 2,000,0(H) tons of nitrate, tile price

must not le less tlhan 310 pesos per ton, the profit ler ton of nitrate sold nust
be that given above ani the elaboration by the Gulggenhein system nust mean
un economy of 40 pesos per ton over that of the Shanks system.

Even under these favorable conditions, the ccinoic structure of tile naton
would have been substantially altered so as to oitama the minserable result of
27.000,000 pesos profit during the year.

it seems unnecess-ary to state that examples could lie multiplied indefinitely,
changing the bases, and arriving at results better or worse than that of the
preceding instance. We have cited a case most closely aliproxlmating the
a |vera ge.

From tile study of the deiluctions vh'ch must ie made frima tile gross profit
of Cosach to determine the Government's participation, this fact stands out:

That the Government can not receive one cent until the service on debts or
preferred shares amounting to 2,500,000,000 pesos has been satified.

This results:
1. From having given to the union of tile Governmemit with the4 nitrate con-

panies the form of a company to which the industrial firms brought their assets
anth liabilities.

2. From the fact that decree with force of Law No. 12 of February 24
last which -arries the signatures of Ibanez and Castro Iuiz authorized the c-rea-
tion of Cosach with a loan specifically guaranteed by time State for
1,000,000,000 pesos.

3. Piriit the fact that Law No. 4803 destroys even the apiarenlt quality of
the situation of the Government with its partner, tile industry, in that of the
15.000.000 shares wlilch pertain to the latter, it grants a referred position
ti 5.000.000 with preferential payment of accumulative interest at 7 per cent
a nnuall-,.

7. BONDS SUBSTITUTED FOR CASH PAYMENT TO TilE STATES

In so far as the first years of operation of the Cosach are concerned it can not
be said that the Interest of the Government was considered by tile assignment
of annual quotas payable whether or not profits were show.

Thi.( was true so long as there were no modifications to the provisions of
Law No. 4803 requiring payment of the-'e quotas in cash from the first profits
of the business until tile Government had received the entire amount due.
But it ceased to be true front the time that the deerci- with force of Law No. 12
of Februai-y 24, 1931. substituted for cash payment the payment in Cosach
bonds of a loan of $120,000.000 which does not affect the Government as a

I
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partner of the company; on the service of these bonds tile Governlent will
contribute its share, guaranteeing them during some thirty-odd years, and
obligate itself to retain 6o pesos for each ton of nitrate exported.

InI this way. tilt! Government pIays to itself half of the quotts for the years
1931, 1932, and 1933 by a loan which not only includes these quotas. but also
the payment of the preferred credits of Guggenhein Bros., which were con-
verted Imo first-class privileged obligations.

It should lie noted. with regard to the debt oif $120,000,000 that it was made
Iip of two aii"i1, on1e having preferred lpaynlient over tle other (prior :-eeured
bonds , and that the bonds delivered to the Government in laynient of its

credit quotas for 1932 and 1933 were not the prior secured bonds, but con-
sisted of secondary payment bonds. (Document No. 7.)

On tht other ilid Messrs. Guggenheim 'ii(d other creditors of Cosach took
care to receive a good share of their eredit-$16536,000--in prior-se'ureil bonds.

rils situation can not be received with indifference by the Government of
Chile, as tile enormous stocks of nitrate in consuming markets may easily
prevent the exportation of the 1,700,000 tois necessary for the service and
amortlzatlon of the prior-secured bonds issued.

Under such circumstances the Government will suffer a further injury.

CONCLUSION

Such is tile picture presented by the study of these several and separate
negotiations, dark for national welfare and dark for strictly governmental
interests.

Its maintenance is impossible.
It would signify something like the suicide of a nation, once soverign, master

of its destiny and now vassal of a foreign power.
The annulment of the Cosach moreover, is juridically practical, not only

because of the evident unconstitutionality of Law 4915, mentioned at the be-
ginning of this report, but also because in spite of the care of its organizers,
the constitution of the Cla. de Salitre de Chile exceeded its limitations.

We have shown that tile operating capital has been increased above the
3.000,000.000 pesos authorized by the law and tile statutes by the anunt of
423,502,250 pesos representing the acquisition of part of the proplertic, and liquid
capital of the various companies.

Therefore. as there Is cause for annulment, the Cosach must be annulled.
National interests demand It, deceived fiscal interests require it, rnd Illoeked

cimnimerelal ethics decree it.
With reason las the Economist of London. the mo04 accredited financial re-

view in the world, been able to say Ji its issue of Seltemlbor 19. on considering
the sittvition of uncertalinty of various Slouth Amrican eoluotries:

". The prosp'ilty of the nitrate industry would restore the credit of Chile,
provided that country could free itself from the dominion of Gugenlheini Bros.
(the bailiff mell)."

']'flit til nitrate panipa may recover it, old aspect of a humin beehive; that
there may work in it the -reatest piossiiile number of laborers; that the fires of
the Shanks plnts be lighted; that the Government may aild ti inslustry with its
stite-wiied pampas ail change tilt, export duly for ilt eIquitabh leprolrtion
of the profits and that the Provinces of Tarapaca and Atitofaigasta. now threat-
(ned with death, may recover their life and their conilierte and thei:- saving
character as a market for their sisters (If the south.

Mr. Minister. this commission. on-Aoleisll of Its rie of provetluor in the
inve.tiltimi of the lets of dietatorship -tnil fivli' more I Ian two iElloitil Of
daily study of tihe ant"cedeuts of tile ,Oisach. d,, 'lis. t lsitate to di'.lare that
lite laws, deci'e.s and formnalitie which have given existence to thle Svivdald ie
Saltrc ( whilee taken together constitute tilt' 1not4 do'ioirale andl Injirious
iets of all those executed by the dictatorship.

Those respoiis,.lhh for these aets are: The dleatol. Carlos Ilonez, llis two
Ministers of Finance. Rodolfo Jarnmillo and Carlos Caistro Ruiz. his ex-MInister
of Finance, Pab!o Ramirez. the legislators who voted for Laws 4863 and -15 and
the officials who in oine form or another have cooperated toward the establish-
nient of the Compania de Salitre de Chile.

And if tira minister feels that this reliort, without diilnishling the rigorous
extctites of tihe filets, data and figures given, shows our indignation, please
bear in nind tlat it would be wro! to withhold it or dissinulate it after sveing
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the fortune of the country largely bet on one card which marks the beginning of
national decadence.
ALEJANDRO BESANILLA SILVA. LUIs DAVID CRUZ.
Luis AmiERTo CAnioLA. AMADO BARInA.
MAMU-Er CoaTEs. AUoUSTO VICUNA S.
HExTOR RODRzoUE: DE LA SorrA. RICARDO CABIESE.
ANTONIo MARIA DE LA FUENTE. GENERAL MJoISEs ANABALON.
3IA;i'EL ARANCIBIA. FERNANDO ALTAMIRANO.

Secretary General.
NOVEMER 5, 1931.

Senator JoniNsox. I ask to place in the record at this point the
second report from the Chilean Government rendered December 17,
1931. which has been furnished me by the Department of Commerce.
I will place it in the record without reading it.

The CHAIRMAN. That may be done.
(The document relating to Cosach, dated December 17, 1931, is

here printed in the record as follows:)
(Translated from Spanish]

l', r)IARI(O ILLUSTRADO,
,Santiagjo, Chile, December 17, 1981.

LET COSACI! liE CONTINUED, IiU'" IN CONFORMITY WITH IIF ORIGINAL LAW
WHICH CREATED IT

The advisory nitrate coinittee has declared itself of this opinion in its re.
port. Subsequent modifications in the orlgihml iw have inJi:Cd the Govern.
ment and should be annulled. Substitution of shares of stock for bonds.
Dissolution of Cosach without risks possible only by reestablishing the status
which the nitrate companies hadl prior to 19:30.

The treasury deiartment (leivered to us yesterday for publication tie report
on Cosach Issued by the advisory nitrate comminittee, which is couched In the
following terms:

Mlr. SECRETARY: The undersigned committee believes that Law No. 4683 of
July 21, 19:10, was violated wien Cosach wats organized, inasinach as its
capital appears higher than that authorized, and because it considers that the
sense of that law as well as the aspect under which the Government presented
it and tile Congzress pced its approval thereon concur In demonstrating that un
equality of conditions, rights, and benefits, which do not exist at present be-
tween the treasury and the lanul'atturers. constituted the immutable basis of
its conception.

Were we not oppressed by the acute flnanclal crisis and era of unemployment
through which we are pas, sing, and tie situation of the nitrate industry were
that ,,f the year 1929-30, In which Cosach was planned, the undersigned would
not hesitate to recommend the total dissolutionn of the company, in acordance
with the provision contained in article 35 of the law, for tie purpose of or-
ganizing ihe industry on other bases.

Excise taxes proposed for meeting In part the unemlioynment which this
would occasion as involving work of extracting high grade caliches, would in
order to be capable of functioning with entire success require the organized
existence of old companies, since It exists only on an extremely small scale, and
the disposal of sufficient credit, exceedingly difficult to obtain at the present time.

It would] doubtless.- have been preferable for the treasury not to enter ts a
parliner into the organization which was planned, but to receive a certain share
of Its profits and to collect a royalty on fields t ransferred to It, at the sane time
reserving Its right to take part in the man:ig,,awnt of the enterprise for tile
purpose of harmonizing the alms of the latter with the general interests of the
country.

However. the fact is tlt it was not " 0(ne. and hence in the present situa-
tion we deem it prefer;lble to continuee ('osach, provided It be possible to confine
it within the law which created it, and provided further that its debts he
reduced and its contributions le revised. the same being paid exclusively In
shares of stock. in such manner tl'at (istrihutive Justice and fiscal and individual
interests iaay lie consulted and safe.utrded.
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In order to confine the company within the spirit and provisions of the law
on the basis of complete equality between the fiscal contribution and that of
the companies, It would be necessary to convert into shares of stock the bonds
of Cosach, except those transferred to the National City Co., which represent
$19,000,000, and those placed in England, the Netherlands, Switzerland, and
Sweden, amounting to 3,000.000 of gold pounds, and, further, those turned
over to the treasury, at the same time reducing proportionally the $60 per ton
reserved in favor of loans.

With the debts thus equitably reduced, they would not as at present over-
shadow the future of the Industry. It is well known that those of Cosach
were markedly increasel by the acquisition of part of the assets of certain com.
panics, by bonds delivered to the treasury in payment of their quotas for the
years 1932 and 1933, and by the transfer of the credit of Guggenheim Bros.
against the Anglo-Chilean for £5,577,724 which should not figure ill the lia.
bilities of Cosach but in those of the Anglo-Chilean.

Payment for assets of associated companies should have been made In shares
of series B, and therefore companies which received bonds in payment for their
assets should exchange them for the said B shares, so conforming with the
precise terms of the law. Outstanding bonds should, as we have said, be re-
duced to those actually taken by bankers, which do not exceed $34,000,000, and
to those turned over to the Treasury.

In their effort to relieve the industry, Senores Cabero and de Castro would
agree to the elimination of the latter.

If possible, the contributions of all the companies, subsidiary companies in-
cluded, should be revised, for the purpose of adjusting their valuation to their
respective actual values, or of verifying figures already accepted for companies
incorporated In Cosacb, eliminating in lieu thereof the subsidiary companies,
which would continue as independent companies, article 39 of the law being
modified and their stockholders thus rehabilitated.

Were either of these two courses adopted, the fiscal contribution would be
reduced or Increased until it equaled that of the Individual companies, so that
there would be as many A shares as B shares.

The interests of Cosach would be better harmonized with national Interests
by requiring the former to designate within the period of 10 years the fields
which It desires reserved and to which articles 11 and 12 of the law refer.
These fields having been selected, the Government would be at liberty to dispose
of the others, transferring then on terns agreed upon to persons who apply for
them, provided the activities of Cosaich are not affected thereby.

Without prejudice of ,he foregoing, the Government would be able, in return
for certain royalties, at orce to transfer to Independent companies fiscal fields
adjacent to their resent holdings, .)rovided the said fields were not com-
mercially exploitabl. by CosacA.

It is necessary to modify the application of article 39 of the law in such
mreinner as to insure the right of the Independent companies to operate and to
guarantee the payment of expenses common to the entire industry.

It would be advisable for Cosach to distribute Its works, so that ports of
Tocopilla, Iquique, Antofagasta, and Taltal would be assured of shipments
of nitrate and the working population employed if the same would be Increased.
For the purpose of effecting this advantageous distribution, it should be
arranged that two works should operate in Iquique, two In Tocopilla, two
in Antofagasta, and one at least in Taltal.

I1 appears preferable in these circumstances and in order not to increase
the stock, to -uspend manufacturing in Maria Elena, substituting for the same
extraction by an equal number of workers in high-grade caliche.

We make this recommendation without committing ourselves concerning
the priniacy of one or another process of manufacture, since sufficient data
relative to the superior efficacy of the Guggenheim method do not as yet
exist. Only now an experimental plan Is being outlined in fields cubed for the
Shanks system, which will be worked by the Guggenheim method, for the
Irpo.se of determining accurately the coefficient of both yields. Such an
experiment alone will enable us to estimate rationally the value of the
Gugenheim patents in its double aspect of coefficient of exploitation and
development of the fields.

We would also recommend reduction In the high salaries which the company
pays its directors and higher officials, which are out of proportion to the
present situation, and review of accounts submitted for heavy expenses of
organization of Cosach.
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Finally, in view of the structure of this vast enterprise and in order that

the interests of the treasury, the owner of all its shares of series A, may be
effectively and properly considered, not only in the general directorate of
Cosach, but in all its committees, it should include representatives of the
Government in sufficient number, clothed with the power to veto any of its
agreements prescribed in article 20 of the law.

Before signing Senor Cabero stated that in his judgment the unemployment
which might result in case negotiations were broken off and Cosach dssolved
could be avoided by beginning immediately the construction of the section
adjacent to Antofagasta of the railroad to Salta, and by granting fiscal sub-
sidies to companies which desired to operate independently.

ALBEnaTo CABkEo,
JUAN ENRIQUE TOCORNAL,
ARTUBRO PRtAT,
ARsuRo Ruiz DE GAMHOA,
Luis DAz GA RC Es,
RUBEN DAVILA,
OSVALDO DE CASTRO.

SANiIAGO, Decmber 5, 1931.

Senator JoHNsoN. I ofier now the original agreement by which
the Cosach was formed. I do not attempt to deal with this in detail
at the moment. I shall expect to do so at a future time.

The CHAIRAN;. Do you want the whole of it or just part of it in
the record?

Senator JOHN.SON. I would like the English translation that is
annexed to the document put in the record, if you please.

The CHAIRMAN. That may be done.
(The English translation of the document headed Republic of

Chile. Law No. 4863 of July 21, 1930, regarding organization of
Compania De Salitre De Chile (Cosach). Laws, Nos. 4864, 4865,
4866 of July 29, 1930, is here printed in the record in full, as follows:)

REPUBLIC OF CHILE, L.%w Nu.%ER 4863, OF JULY 21, 1930, REGARDING ORGANI-
ZATION OF COMPANIA DE SALITRE PE CHILM COACHC)

[DIARIO OFICIAL OF TIE REPUBLIC OF CILE, Number 15728, of
Monday, July 21, 1930. Law No. 48631

MINISTRY OF FINANCE

Whereas the National Congress has approved the following project of law:
TITLE I.-01(ANIA.VlION AND IPLI'OSES OF TIME COMPANY

ARm. 1. The President of the Republic is hereby authorized to participate,
on behalf of the Gowernment, in the formation of a corporatlon to be known na
"Compafita de Salitre de Chile," the organization, purposes, operation, dissolu-
tion, and liquidation of which shall be governed by the provisions of this law
and of those laws established for the sanie class of company, in so far as they
are not contrary to or inconsistent with the provislols contained in this law.

A w'. 2. The duratlon of the company shall b)e (0 years. This teri inay only
be extended by resolution of tile shareholders, adopted it the manner prescribed
in the third paragraphs of articles 20 and 21 (if this law, and submitted to
legislative approval.

AnR. 3. The legal domicile of the company shall be the city of Valparaiso.
AT'r. 4. The company shall have the following -,bjccts:
(1) To promote the general interests of the industry and commerce in nitrate

nd its by-products.
(2) To obtain, through a central organization, the Improvement of tile iniils-

try and commerce it nitrate and the use of its derivatives al by-products,
and to promote scientific and teelllical investigation and the establishment of
experimental plaits and schools for that purpose.

9292--32 4----10
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(3) To handle the propaganda. tiktribution. and sale of nitrate and its
derivatives.

(4) To facilitate the transpwtation mnd shipment of all products related to
the nitrate industry. as well as the articles and merchandise required therefor.

(5) To centralize and nationalize the acquisition of the articles anid mercharn-
dise referred to In the foregoing subdivision : and

(6) To examine, acquire, and exploit nitrate .groi'nds: to acquire and exploit
nitrate oficinas: to sell its products and to enter into any kind of contract for
the production, exploitation, sale on consignment. propaganda, transportation,
and freighting of nitrate, its derivatives and by-products, and, in general, for
everything related directly to the nitrate industry and commerce and the
attainment of the other objects established by this law.

ART. 5. Without prejudice to the provisions of articles 2 and 6 of this law,
the by-laws of the company and any amendments thereto shall he submitted to
the President of the Republic for his approval.

Within 90 days from the (late on which the authorization is issued, the de-
cree granting such authorization, the deed of organization and the by-laws of
the company shall be recorded in tile registry of commerce corr-spondig to
the domicile of the company and published once. in fall, in the Diario Ofcial.
and a rfsumdi thereof shall he published twice in one of the newspapers of
larger circulation in each of the cities of Santiago, Valparaiso. Antofagasta, and
Iquique.

The corresponding register shall effect the recordation in the registry of
commerce without further formalities upon presentation of the documents antd
publications referred to in the second pai-raph of this -lrticle.

The company shall he ,onsidered as legally organized when the aforesaid
formalities have been compiled with.

TITLE Il.-CAPITAL AND SHAnES

AliT. 6. Tile capital of the company shall consist of up to 3,000,000.000 pesos
legal currency, divided into slhres of a value of 100 pesos each.

Any Increase in capital above 3.4100.000 .110 pesos shall be effected in the man-
ner prescribed by the third paragraph of article 21 of this law and with legis-
lative approval, without prejudice to the provisions of the third paragraph of
article 14.

AIT. 7. There shall be two series of shares: A and 13.
The shares of'series A shall aniount in value to a total of 1,500.000.00,) pesos

and shall belong to the Governnient. Upon the organization of the. company
authorized by article 1, these shares shall be considered fully paid with tile
obligations established in articles 11 and 12 and with the benefits and conces-
sions accorded to the company by this law.

The shares of series B shall he ordiinry or preferred and shall amount in
value to a total not exceeding 1,500,000,t)0 pesos: tltey shall be Issued as the
needs of the company may require and may only Ibe paid for:

(a) With the value of tie contribulons of nitrate corporatols or empresas
(organizations), the assets and liabilities of which are fissumied by the company;

(b) With the value of tie shares of nitrate corporations acquired by the
company: and

(c) With cash.
Tl deeds of transfer of lit' assets refirrd to ii subdivision (a) must nec-

e~sirily include and specify. in addition to the proltirties which compose said
assets. each of t(e processes rind pai|onts in use by t(e tOlni'tilnes or owned by
them. and such pi-oce.sos and patents nmulSt form Wmilt of their contrilil ions.

The preferred shares ,qhall not ext-eud 00,C)0,(40 p.sos, in value.
ART. S. The hioldeis of preferrrod shares of series II shall have tile r-ight to

he paid preferentially fronl the po',litk of tle Company it s un equivalent to
interest t the rate of 7 per cet p-,- amuium on their nominal value.

I" the, pr-flts of any -oriporitt yva m- should he insuflicient to pay th.se allmnlints
in whole or in part. they shall lie paid preferentlily from the profits of lie
following corpolrate years.

The Ireferred shares of series B shall have no ipartieil:ationi I lie plotits
of the compimiiy except as provided in the two preceding paragraphs and flie
holders of such shares shall have a right to vote only tit the spiecil meetings
referred to it the second paragraph of article 17.

Eit.h of the series A shares, and each of the ordinary shares of series B shall
have equal participation In the profits and losses of the company.
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ART. 9. The company Is empowered to create al amortization fund sufficient to

retire the preferred shares by drawing at par or by purehae ii their market at
a price not exceeding par, and upon such retirement the colpanly shall Issue
ain equal number and1 amount (if ordinary shalres of the Sillt. se(,'ie to he sold
to third parties at the prie and on the conditions deternihed by tile board of
directors. in such a manner that the number ,of series A shires shall always
equal the total number of preferred and ordinary shares of series B.

Under equal conditions, the holders of the retired preferred shares shall have
preference in the acquisition of such ordinary shares.

The amortizaltion fulld referred to III the fhst lnragraph ,of thi, artle, shall
be invested in .eeordanee with resolutions adopted at aI ncetin of shareholders.

ART. 10. Shareholders. regardless of the series and nature of the shares
held by them. shall lie respoun-ible only for the value of their shares.

AR. 11. The Government shall grant to the company for exploit tion tile
titrate deliosits constituting the fiscal reserves, and shall deliver them as the
company may need and Ire(,qiest them. Such delivery shall he noade in aei.ord-
ance with official existing or future cateos. InI these flepisirs calicho shall he
Con-idered exphdtfhle (own tip the minimum grade whih can h- exploited
co,nnmercially by the most perfeeed plrocess existing at I(, lime iif their
WIelivery.

Dinrig the fir-t 10 year'i or ol oration of th,, voioajny and proDvided the do-
osit. delivered are to be exploited in ofiehla. emplowyilg the Sh1ank l'r-ee.s.

tonly tIf g'ades of nitrate coninerelally exlihitable by sullh press shill be
takii as a hiasi.-, for calculating tile nitrate :ntitent o1f sulth deolsits.

ART. 12. If the nitrate delivered in the deposits granted I the ncomiatiy for
exploitation should exceed 150.0).000 tons. .alculated a" above indicated, the
excess may lil. bought from tile Government by tile onipany. or by the nitrate
eliloresas forgalllilPIPi-1 4l i 4 or irli ,ralion. which shall hazivi sulinit tell to th,
rNgine set forth in article 39. itt proportion to their capital and to their re-
qlleetive produnetive Cialilties.

The tlt rolt i(ontained in the grounds, according to offichl atees. shall he paid
f6r at it.. eotntlnrei, liriee on lhe ,late of delivery of th' re-live.live deposits,
as determined by (xj'erts appointed boy both parilies, ".vlo -hall take ns a bIa-i
the average sales prices (of nitrate during the hrer. pi' ,iling yea,'. ;111(l I!.
cost of treatment thereof by the most perfected process thll existing.

If the experts should fall to agree, they shall appoint an arbitrator whose
(lpi:4ion shall lie divei without formal proceeding":. nid from wileh no appeal
may he taken. Tf the expert. rhnuld not agree on sulh apptliilni.t. it -1.:0!
lie made by the President of the Supreme Court.

AmI. 13. The delivery of tile deposits referred to ill articles 11 and 12 of
this law shall lie maade. itt each vase. bly puie d1od signelld li 11ehalf fif th'
Government by Ilh. official desinated for that purpose liy tlie Presidlnt of thl,
Ropulilie.

ART. 14. Each increase in the capital of the company shall be effected in -Ih
manner that i every case tile nunbc: of feriop, A share.q shall equal the
number of series B .hares.

Tite Government. at Itq option. may llay for the new series A share, ill 4.h
or by the grant ,if nitrate depots for exploitation it a(Icclrdance with the
proeedure estahliihcd in article 12.

In tite latter ease leWislative approval shall not liv required.
ART. 15. Ser"e, A 1ltares cannot lie alienated or phiged.
An. 16. The hy-nlaw of the Compaffit le. S.litre de Chile shall contain

a provision permitting it to reserve a portion of its series It shares for dis-
tr t 'ution at such tim,, as sald by-laws slay provide atong the entllloyevs
and workmen of the ,.(inpany at par and payable in monthly installments.
wtliout interest. Such shares shall participate in the profits aoording to the
proportion of the purchase price which has been paid in upon them, hut any
part of such profits payable with respect to such shares shall be credited
against any unpaid balance of the Purehase price thereof.

TITLE III.-ADMxz.S 6TH0ToN AND SIIAnEHOLDMRS' MEEMNOS

ART. 17. The company shall be administered by a board of directors eom-
posed of 12 members, of whom 4 shall represent series A shares; 7 shall be

. elected by the holders of ordinary shares of series B; and I by the holders
of preferred shares of the some series.
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When two-thirds of the preferred shares of series It shall have been retired"
and the corresponding ordinary shares issued, the holders of ordinary shares
of series B shall elect 8 directors, and elective rights of preferred shares of the
same series shall cease.

The directors representing series A shares shall be appointed by tile President
of the Republic and shall hold office for four years, without prejudice to the
power of tite President of th Republic to reappoint or remove them. The
remaining directors shall hold office for one year and may be reflected or
removed by the respective special shareholders' meetings.

Tile designation of the president and of the general manager of the com.
pany shall require the affirmative vote of three-fourths of the directors in office.

The president may or may not be a director, and If not lie shall have no
right to vote.

ART. IS. Directors representing ordinary slres of series B shall be elected
by a special meeting of the holders of such shares, called for the purpose.
In order that such meeting may be duly held, a quorum of the absolute
majority of such shares shall be necessary.

The director representing preferred shares of series B shall he elected by a
special meeting of the holders of such shares, called for the purpose, and( a
quorum of the absolute majority of such shares shall be necessary in order
that such Imleeting may be duly held.

If the meetings can not be held for lck of a quorum, a second meeting
shall be called and such meeting shall he legally consituted with tile share-
holders who nmny attend. Each sharehohler shall have the right to one vote
for each share which lie hohls or represents. ie may vote for one or more
persons, as tile case may be, and those receiving the greatest number of votes
shall lie considered elected, until the number of directors to he elected has been
completed.

ART. 19. The administration of the company shall rest exclusively with the
board of directors, which shall have the fullest powers to do all acts and
enter into all contracts within the objects of the company set out in article 4
of this lw, or which may be necessary for tile attainment of its general
purposes.

The board of directors may also contract debts through loans for any period.
or through the issuance of bonds or debentures. in national or foreign cur-
rency, with or without guaranty of all or part of its assets, an( may gunr-
antee, in the manner an11d under the conditions which may be agreed upon, the
dividends an(d obligations of nitrate companies, empresas (organizations) or
corporations incorporated into or controlled by the company and may grant
them loans or advances.

The debts referred to In the preceding paragraph cannot be contracted for
a teri exceeding tile life of the company.

Tihe hoaird (if directors may grant nitrate grounds for testing or experiment-
ing with new processes tending to reduce the cost of exploiting nitrate.

Time functions set out in article 21 of this law are reservIed for the share-
holders' neetings.

ART. 20. The representatives of series A share., either jointly or severally.
may oppnoes, in the nane of the President of the Republic. any resolution of
time board of directors rehting to matters which they consider of nationa-l lin-
partance. In such vase the resolutions shall not be effective titl suteh op1posi-
tion has been withdrawn.

Without the concurring vote of such representatives. time resolutions referred
to in the second paragraph of the precedling article may not be adopted, nor
may the sales prices of nitrate be fixed, nor may the annual production of tile
company be fixed at an amount less than the average of the total nitrate sales
during the three nitrate years preceding the year of such resolution, after
de(lucting the average ni.rate sales during such years of olicins not incor-
loratd Into or affiliated with tile company.

There shall be no appeal from any such opposition on the part of tile repre-
sentatives of series A shares.

Aw'. 21. Without prejudice to the special meetings referred to in article 18,
the sharehohlers shall neet in ordinary and extraordinary meeting..

It shall be the function of the ordinary meetings to approve tJhe balance
sheets, agree upon time distribution of dividends. take cognlance of time prog-
ress of corporate affairs and the condition of the company and to pass upon
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all other matters which the board of directors may submit for their con-
sideration.

It shall be the functions of the extraordinary meetings to authorize increases
in the capital of the company, the extension of its life andi all other amend-
ments of its by-laws.

ART. 22. A majoritS1 of the Issued voting shares of both series shall be neces-
sary to constitute a quorum at the ordinary meeting of shareholders, and de-
cisions and resolutions shall be adopted by a majority of the shares present.

If the meeting can not be constituted for lack of a quorum, a second meeting
shall be called and such meeting shall be legally constituted with the share-
holders who may attend.

The decisions and resolutions of the extraordinary meeting of shareholders
must be adopted by a majority of two-thirds of the issued voting shares of both
series.

ART. 23. The holders of ordinary shares of series B shall have the right to
one vote for each share which they hold or represent. Series A sharesoshall
be represented at the meetings by the person or persons designated for each
meeting by the President of the Republic, and each such representative shall
have a right to the number of votes which may result from dividing the total
number of series A shares by the number of representatives present at the
meeting.

ART. 24. The by-laws of the company shall provide for fixing the dates on
which the special and ordinary shareholders' meetings shall be held: the power
and mamer of calling such meetings as well as the extraordinary meetings;
the internal procedure for elections; the issuance, replacement and transfer
of share certificates; the distribution of interim dividends during the course
of each year, submitting such distribution to ratification by the ordinary meet-
ing: the preparation and presentation of the annual report, balance sheet and
statement of operations and assets of the company: the powers of the board
of directors and the remuneration of its members; the judicial and extra judicial
rcpresentatioml if the company; the appointment and powers of the president
of the board of directors and of tile committees, If any, ani any other matters
relating to the ojs-ratim of the company not provided for in this lw.

TITLE IV.-A(,XOTNTING STATEMENTS

ART. 25. The colmpanty shall publish alually a1 statement of Its assetI and
liabilities and a profit and loss account.

Such statement .-hall be sent to the Ministry of Finance. distributed among
the shareholders and published in the Diarlo Ofcial, mid in newspapers In circu-
lation in Santiago, Valparaiso, Antofagasta, and Iquique.

The board of directors may publish and distribute such partial and interim
statements as It may deemi necessary.

TiTi V.-NATIONALIZATION

ART. 26. The c-o(mily shall maintain a purchasing department for the acqui-
sition of the products, materials. and merchandise required for use In all of its
activities in the country.

Under equal conditions the company shall give preference to the products,
fuel, manufactured articles, materials, and meclmindise of domestic production
over those produced abrod and imported into nitrate ports, after payment
of customs duties.

Only in special cases aid with the assent of the directors representing series
A shares may Ile company acquire froi abroad tho articles referred to in
the second paragraph.

The company shall give preference to the acquisition of ill the products
referred to in this article directly from producers, from cooperatives or asso-
clations formed by them. from the Caja de Cr6dito Agrario, from the Sociedad
Naclonal de Agricultura. or front other institutions devotedl to such activities
and which have legal personality.

ART. 27. The sales price to employees and workmen of the company of the
products, materials. and merchandise referred to in the first paragraph of tile
foregoing article shall not exceed the cost price by more than 10 per cent
thereof.
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ART. 28 Tlhe Conpafila de Salitre de Chile shall contract all insurance In
connection with Its operations in Chile with national Insurance companies, and
Iln case such colipanies should not be Interested. with agencies of foreign com.
panics authorized to (lto business in Chile.

Alt'r. 21). At least 80 per vent of the pei'soiiiiel of employees atf each category
11111 of the company's w)rkln employed In whilee shall he of (1hilean nationality.

Por the purpose of the foregoing paragraph the natioliality of enphyees .shall
he determined 1in accordance with Ih lir is'iis of the L.cy de Emlieados
Part Icula res.

During the first three years ot the conl|i):llly's (xistelc' its olattil tof directors
with the consent of the representatiVes 14 sees A slhll'vs. iu1ly alitlifitize ex-
(epollttis regarding the iintionllIity of the it echialll p t-I Nh W Ivilh" it lvllS I.

Ai'r. 30. The collpaly shall llita ii :a Wolfire depirt lllin %v ii!lh si1tall sii-
per'visi the strict (;,l-rv\'ilc'e af the social laws and everytlhill r(l:1tilpig to agese.
This dllIartltent shall isat) inoli)te the illjproveltllill of, livilng cllflitil ins and
the intehlleetutl alld hysical welfare o f enloyees m tid worlkiien mil their
families.

'ie head if this depiartlllt slll ie of Chiileaii na i 'liiity.

Tri Al Vi. ---Dissia.i iox .o AND l tl lD .\ i o .

ART. 31. Tie Conifllti ile Salitre dti' 'hle may lie dissilvetd before the timie
fixed for its expirat ion by resolution of shlareholders reprQes',ititlg tliree-foirtis
of the sli'ltes with Vtillg rights. it-IOlte,, at ain, extraordi nary votingg and with
legislative llproval.

ART. 12. .p"lon tilt,-ss0)lutih)li of tile E'iiOllitly, .i Ililifltint" conlamittee of
there, nemliers shall be appointed, ole by thl, Presldent of the lepiblic, elpre-
senting series A shlies, another by the aisolute imijority )f flle itilders of ordi-
;ary shares of series Bi at a s metil Inethig thcref. p1id, the thirI boy tihe
president or the supreme court.

This communittee shn I have the powers, titie.s, and responlsililitles EEf liiUldil-
tors of corloratiols, without prejudice to the obligations l)rovihled ill the by-
ilm's, 11n1 Without lreJudice to tile liOvt-r.s grllnteil themln by tile rtes)eI.tive share-
bolder's nleetings.

ART. 33. Tie dis.m)lution of the COlljlll n sltll relieve tilt' Governmlent of
ilie ob!igatin tE grant and deliver to tile: colliny tile iitr:te dleposits rllerred
to ill article 11 of this law, and tile i ititrate-ieaing grlu) ll. I y exloitet iy
the (olimpally shall revert to the (overnelt withollt ally change.

ART. 34. Ili liquidating the company the liquidators shall lprocefEd ill the fol-
lowin- order of lprecedeltve'

(1) 'i'll caicel debts and obligations existing ill favl of third parties;
(2) To rostor to the State tihe nitrate depisits delivered-1| Iby it to tilte (.'ill-

pany and which Ihave not been exploited.
(3) To refulnd to the (Goverlnlllt It tlei' nloinlilal value 1 .iii Ibor Elt" SIlleS

eqlal to tle vaihle of the iqeIEl d tcits delivered ill tEcEol-d:llte Willi 'rthlee 11
of this law 111(d Explttiled by the colillilly, 'alcullhited ill acordtllail( t' with tlie
provisilols of arttcles 11 and 12 of this Tlw. le bliaie tof Ile series A
shares, shall ie ci,,lsidered as ltn)iortizado (retireE);

(4) To refund to tile holders of series It s1ll nets flhe I luloilit Eof le tillinllill
value thereof:

(5) To distribute and deliver the remalinder, If fill., to the holders of series
A shares, hinclll u thltoe considered ns alortizlld) (reirc -it) ill ali('COl'dtl l;ce
with the Irovision.s of subdivision 3 and it) the holders of ordilinry shares of
series B.

THI V -ll. -- IU DIt:'ION

AlIT. 35. Tht Presideaii of tilt- it'UlClfE Courtl sliall himve J-liliSEc til. ais a1
Irial court, ovqt all questions relating to the ttiiiilicat itn fif this law which Illay
arise during the life of the company 44tr during Eit' il tOiln~ectiol, with Its
liquidation:

(a) BtletWeen tile sotlos (tummlbers) ol i te Conpafifi ,le 8llillve th Chile;
(b) Between the socios (nenbers) and tile conlpany':
(o) Between the soclos nlember.) id thi,( hluidattor.- if the c,,llially; Itlid
Id) Between the compalny and the liquihtors.
The Supretne Court, exclusive of Its President, shall Ihave lIIJelhllte juri..,dic-

tion over such questions.
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Such tribunals shall also have jurisdiction over tiny questions which may
arise between the company and the empresas (organizations) or corporations
referred to in article 39.

Both tribunals shall act as judicial arbitrators us to decision maid procedure,
in conformity with prevailing legislation, except as oiht, rwiAe e'xpre.s.sly lpiO-
vided in this law.

TiTL" VIII,--TAxATIn'

ART. 30. TIle nitrate and iodine proilued by the company shall be exempt
from the export duties estaliishlie in Law- No. 980 of Deemlie 30, 1897. ami
No. 4113 of .Jianuary 23, 1927.
ART. 37. The' company sill bt subject to tint' payment (of all olher taxes,

contributions and dllits now istablishtd or which may hereafter be, estaldiled
with the emxiSptions miad modifications indicated in th laws.

ART. 3S. Tito nitrate griitlids which the State grants to the colony for titi'
exploitlation of their delo-its shall eb exempt from ptyinnt ofl the hld tax
while they are not being exploited,

ART. 39. The President of the Republic shall declare exempt froin payment
of tile export duties refe'rrtd to in articeh 316 of this law, the litrate, emlpresas
(to'gallsWti ls) fo1' cOrllorltiolls no44w exi.lig of whi'ht Iay be litraft'r
(i'galtizid, whiell sell their loducti through tle Conpailfrla di- Solitre dt Chile
111141 whiich, ill lile, julg.nal'llf ("th lhiesidjt .t the Republic, stbj'et thel.elve-i
to a r(i'gimc' teidilig toward the general attainment of the purposes of this law
mid ,t l wicit spcially (inlllpy with file plovisimis osttblis led in Title V.

Ini Sultl ('1se slell 4l.-ltaiv;llnti it t'itli(rliol's shll be subject to lite systtlm
of txitntion estaldislcit it artich 37 off this lw ; but they slitall pay to the Gov-
erilnitnlt for each intric quintal of nitlrate which the 0'oznpztttifa (1e Sliitre do
Chile oells fil' lirin act'ount, in allinittt equiltio receive iln the same annual
sal's rcdlod as net profit i',r tiltillttl of nitrate sold by the Collipafiiti (If Salire
de, Chile.

The President of lhIII# R llie 1sall isue1; regulations dete'miinilg lit' con-
ditiotns and requiremt'iils tc'ces'sa'y fn'l tit' alpplicatioti of tills article. These
regulations shitall make provision for it' matlnner and lliillt of the a(valces
wilich It. eolllially will tntmke to the ('titliresats (irgalniatiotis) referred to in
this article. and tle liquhiatliion of the sah's.

Tle depio lts (If ilitralte ill wi1'ellowZe4,s of the conpanty sill Ite considered
as deposits mtille it gt'tnritl t'lr(tou'4e' for the ili-lrise of tle w in itvolv'd,
and the I're::deilit of fte R0publie shall regulate til nllnter and conditions
uniler wlich they L'oilstitute this ih'dge.

ARiT. -10. Thet -mlintny sh.mll withholdhi ld pay !nfo flip Governnme~nt nreceiiing

oflel's tile tax of tlit' s(eotiid c'atl'gl'y established by lit' ill(,o'lit, fax liw (I lile
ilt(t're.t Ul)pin stilts which ill' Oill[itly owes alir iad.

TITLEb IX.-(-(oNEHIAL PRtOVISIONS

Anr. 41. The linilt'y of titat tice stall be chiltrged with the atiplieatiill of
this law.

ART. 42. Ti, ci illpatty, li' orgllIt'll off which is .tttllih)liizt'il iy Iltis la w,
.Qlhtll be subljctt to Ihe( lilltiv simil .ll41 c(nfolll r flile' Illilm-e'ti6ui (.I'vlm-a'l die

Soe'rtmlt's Anithnts. 3 Oli'ity'acion,, 1ur1satilt's itt evt ylliiitg rehi tiig o fie
ohetftiis an1 powtrs Conlemllated by I,aw No. 4404 of Seltenlier 6, 1928.

The i tntialIltvt , (lih'l'i i lix) payale by lit, Ciizmlpfifa de Stlitr de 'hile
pursuant to article 3:3 of Law No. 4-104 shall t' 1,50.0tJ0 pesos.

AwR. 4:3. The w,.ler concesi,,sionslol aild pipet lines, e'ii'itds wtili thiir eqlilmlet,
watel' ronts. whai'ies, nd 41thl' privately owned shipping facilities existing
in the tilttatoe ZOll' -itl l( frsignaited in ('acl ese by the l' 'i,,hlriet of tilt Re-
public are hereby detibared (if Iublie utility, ill tilt' 'resi ent of the IteIubllc
may decree their exlropriilion.

The Prehldeit of tit' lcelmiiic ny transfer to the Colnpaififa (it' Salir ie di
Chile, it the price (f stich acquisitii pis the icidenttl expu'nses. all or part
of tile priliet'ties exli-ipitfitted it accoirlaince with tilli, irovlsiotis 0f liot' fore-
going lragri)h.

Iin fixing itdenithl&s there sloth be taken into account not (iily ithe value
of tile properties exproilated, but also till damages caused the owner by reason
of such expropriation.



2076 SALE OF FOREIGN BONDS OR SECURITIES

The indemnities shall be fixed in accordance with the standards set forth in
article 12 of Law No. 4144 of July 25, 1927. it being understood that In con-
nection with any claims arising therefrom the Government shall be represented
by the president of Consejo de Defensa Fiscal.

In fixing the inlemnity upon expropriations affecting tile entire property of
a railroad company there shall be taken into account the circumstances
referred to in paragraphs 2 and 3 of article 28 of Decree Law No. 342 of March
13, 1924, according to the text of such article as modified by article 2 of Deeree
Law No. 684 of October 17, 1925.

AnT. 44. Materials and machinery of foreign origin which the company may
Import for the construction or maintenance of its installations may remain up
to three years enjoying suispenlon of customs duties. In such ease they
shall he kept in private warehouses authorized for the purpose, in such manner
and subject to such restrictions and guarantees as the Junta General de
Aduanas, with the approval of the President of the Republic, may determine.

Such materials and machinery may he handled in any manner which, in the
judgment of the customs authorities, does not in terfere with their identification.

ART. 45. The property of the (company shall he subject, without right to
Indemnity, in favor of the Government, to the necessary easemen.s for rall.
roads, drinking water, drainage, power plants and transmission lines, irrigation,
roads and other public services.

ART. 46. The Compafifa de Salitre de Chile shall deliver to tile Caja de
Crddlito Agrarlo or to other Institutions designated by the President of the
Republic at cost price free on hoard ships or railroad cars all nitrate necessary
for the agriculture of the country.

AnT. 47. The Compafifa de Salitre de Chile shall poy the expenses of cateo
of the fiscal nitrate deposits the exploitation of which is granted by this law.

Tie amount of the cateo expenses for each year shall he established on the
basis of the Mitrate tonnage which the Government proposes to cateo during
such year and of the total unit cost per metric quintal of nitrate cateoed, which
shall be fixed by mutual agreement between the Government and the company.

E.rth year the company shall deliver to the (owernment, in equal monthly
installments, payable in advan('e, the funds required for cateos in accordance
with the provisions of the two preceding paragraphs.

Ain'. 48. Wherever icc the present law reference is made to "pesos" or to
pesos, legal currency," it Is understood that the peso is equivalent to 183,057

millionths of a gram of pure gold.
Airr. 49. Articles 433, 434, 435, 430, .137. 438, 440. 441. and 442 of the coammer-

cial code shall liot apply to tile Cocaplalfa de Saltire de Chile, nor shall articles
2, 3, 4, 5. and 6 of Law No. 4404 of September 0, 1928. and paragraph (k) of
article 9 of said law apply to tile company.

The provisions of the first paragraph of article 463 of the commercial
(1ode shall he interpreted in such mamrne that time company shall not distribute
dividends without first deducting the amount to he applied to time formation
of the reserve fund.

ART. 50. The second paragraph of article 15 of Law No. 4520 of January 3,
1929; Law No. 4378 of July 31, 1928; and Law No. 4734 of December 20, 1929,
are hereby repealed.

TIANSITOaY PIOVISIONS

Airrcjs 1. All documents which it may he necessary to draw up or execute
for the constitution of the company, including those which refer to the transfer
of properties anl rights comprising contributions and the original share cer-
tificates corresponding to the authorized capital, shall be exempt from the tax
established in Law No. 4,4610 of November 17, 19)28.

ART. 2. During the calendar years 1930, 1931. 19.32. and 1933, the Compafifa
de Salitre de whilee shall make the following mininuin payments to tile VOov-
ernnent by way of dividends on seres A shares and income tax, In Cash
instalments payable after the termination of each quarter, such payments to
be made without prejudice to any anmollnts, over 1111(l above scich ininimuni
payments, to which the Govermuent may he entitled by way orl dividends aind
Income tax; provided, however, that tie (Uovemmc'nt shall be entitled to
retain any difference between the amount of such mininuan payments and
the amount to which the Government may he entilledl by way of such divilends
and income tax:
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In the year 1930, 18,00,M0 pesos; In the year 1931, 180,000,000 pesos; in
the year 1932, 160,000,000 pesos, and In the year 1933, 140,000,000 pesos.

''ie amount of export duties on nitrate and Iodine received by the Govern-
ment lit the respleclive years from other nitrate companies, empresas (organiza-
tions) or corporations shall be credited against such sulms.

Aw 3t. Within six months from the date (if promulgation of this law, the
President of the Iteplblic slhall submit for the consideration of the national
Colngress a peIijeet of law modifying Law No. 4,144 of July 25, 9127, Ia con-
formity with the now conditions created by this law.

Amt. 4. The ittrate corporations or empresas (organizations) which, on the
date of promulgation of Ihis law, have not adhered to the formation of the
Conipafil do. Salitre de whilee and which de. Ire to contribute their properties
to tI(' collli lny, Illay, ill case' '  4isigireeililt as to the valuation of their re;
spective contributions, submit the -settlenment of their differences to arbitration
by tle President of tile Republic, who -;hall decide as arbitrator, a 31(1 no appeal
shall lie from his decishi.

.Airl. 5. TIe owners f ii itrate grolllfis m11ay request the comlplilly to acquire
sulch grounds, lprovlelA they algree to sell Stich grolllds and tley submit Ihell-
selves to the cIiditiomis s.t foit'h in this artilhe and in transitory articles
6 and 7.

Such groulls shill lie vr('0iotisly cateoed by government autlorities or o e
tile existing caltells '1id sullve.i.N slill lie reviewed by said authorities.

The owners (if grl'rouls sl i hlmsit with the (v overnlent rceiving offices
the siums lixed by the l'resident of the Rtelpublic to cover cateo and survey
expenses or for the reviewing of these operations.

ART. 0. The price and the adaptability to commercial exploitation by the cor-
piaiy (f the grolnds slall be letermined by experts, one designated by the
company and another by the owner. Ili case of disagreenievit between su-i
experts, i 11111A expert shall Ilie designated by the lpresident of the supreme
court.

If iiher of the parties disagrees with the (leelsln of tic' third expert, lie
may appeal to the 'resident of the Ipublic, who Aiill d(,ide asi arbitrator.
and no appeal shall lie from his decision.

In ilie s:ine mlliner. fi lie President 0If the Republic s1lli settle aiiy differ-
ences between Ilie parties its to tle conditIons of the lIoUrliMe.

ART. 7. The (ompan y shall establish a special fuld to be devoted to the
ac(quisltlons referred to ill iransitory article 5, coiilasel of' 5 jer cent of its

nillual net pl'oits from tile fifth to the fifteenth year or Its exiteice. D)ililll
sulh period the comllpally sllll be obliged to ll rella. olit of sIell speciinl flli4
the grounds referred to in transitory article 5, bill at its option may (etermiine
the order of Ireferene of' such acqu isitions. Such obligation is 1n1delhi'lod
to be without prejudice to the pirovisiois of slidivi-hon 1; of artltlIe 4.

AIM. 8. EniloyeeS who0 have beei dischalfrged since May I. Il i, (if Ilit
s4-utdown'. aniid those dischllrged I hl'uligh alip'lletion ol' this law. Illay demai11
the immediate retlrtll (if their iieleiill ful(s flolli tih(, 'ala le l'revi!11 (t
Enlideados Pu rtlulres.

ART. 9. Workmen discharged by roasonl of tlhe apipliation of this law lutist le
gIve ell(. 1llnlh's advance noltIce by ilie Collia|Ia do Salitr-e le vChile. Enoh
workman diselmdrd siall reeive ;ii1 ilidellillity of :"(" )iesos if Ili cuintlly
(oes niot furnish hi11 vork under .ini il. lir conditions vit lll Ili nIlolill (,fiveled
by the niotlce.

AlT. 10. Thme two precediiig lilies shall al1y during tlie first ill'ee( years
of operation of this law.

FINAL ARTICL. This law .hall be effelive from Ill, d;lte of it., lublivatolln Ill
tile Darlo Ofltal.

And whereas I have thought proper to apioove' and sanction his lIw; thero-
fore, let It be promulgated and carried Into effe('t. as a lav It- f lile Rtejullie.

Santiago, .July 21, 1930.--('arlos ihanez.--R. Jarnmlillo.

1,AW NO. 4SI.i O, JULY 29, 194:1.

ARTICLE 1. The President of the Republic Is aiuthorlzed to issue, witlifil the
country, up to IV20,(0),000 pesos ($20,000,000) of 7 per cent G1overnment bonds,
w!th 1 per cei't cumulative allnual amortization, which slall be devoted to the
payment of the bonuses pending from thin nitrate year 192S-19219.
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The Ley de Presupuestos (Budget) of the year 1931 an following. -hall
provide for the necessary amounts to defray the service , of the isslle to which
reference is made in the pr'ce(ling paragraph.

ART. 2. This law shall go into effect upon the date of its publication in the
"Diarlo Oficial."

LAW NO. lSI;5 OF JULY 21), 1:30.

AnTicis 1. The following modification to Law No. 4.174 of Secptenbor 5. 1927,
is hereby made:

In article 2. add the following number after No. 7:
"(8) The nitrate grounds already exhausted andil the exdoitation plants and

machinery shut down in consequence of .uch whaustion."
Air. 2. This law shall go into effect upon the date of its publication in the
Dlarlo Oficial."

LAW NO. 4866 OF JULY 29. 1930

ARTICLE 1. The following modification in the income tax law, consolidated in
a single text by supreme decree No. 225 of February 17, 1927, is hereby made:

In the fourth category: "Profits from mining or metallurgical operations,"
after the third iparagraph Insert the following:

PARAGRAPH 4

"Special provisions relating to nitrate companies hiot subject to exlort duties.
Article - : Nitrate companies which, by virtue of special laws, are not

subject to export (litties. shall pay the tax of ; per cent.
Article - : Dividends distributed to their shareholders by tile companies

to which rethrence is made in the lprcceding -article, shall be exempt from tile
tax of the second category.

Article - : The provisions of articles 32 (:"3) ind "33 (34) of this law shallapply in determining the taxable income.
In addition, such ('oOam,1ies shall be Ieriittied to deduct from their gross

income, an amortization for depletion of tlme nitrate reserves and for extraor-
dinary amortization of their installations, at the rate of 10 pesos legal
currency per ton of nitrate producedd during the year."

ART. 2. This law shall go into effect upon tile date of its publication in tile
Diarlo Oflelal."

Senator ,J.iNso.N. I call to vonr altteltion that tile so'ol(l com-
munication that was received 'from t!,e Chihan Gover,nment this
morning says:

In connection with tile reply to query No. 6, my Government wishes to state
that the difference between tIle previous export duty and the present assessment
of (0 Chilean pesos per ton of exported nitrate, is that the previous export duty
was collected by the custom service as a state tax, and the present assessment
is received by the bankers representing tile bondholders.

That is the Cosach bonds.
The CinAI1..N. That whole letter I think was pilt into the record,

Senator Johnson.
Senator hiliNsON. That is in time record already, sir.
I now offer for the record the report of the Controller General of

the Republic of Chile. That is the portion which deals with the real
property in Chile. I offer it because all of the nitrate lands of Chile
under the agreement which I have put in the record now by which
Cosach and the Chilean Govermnent entered into their covenants
respecting the nitrate lands, all of these nitrate lands are in effect
given to the Cosach accommodation. The value of these lands, ac-
cording to the report of the controller of Chile, is $4,600,000,000, it is
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termed here, but that is (hilean dollars, it will be understood, pesos,
and that $4,600.000,000 is a part of the total real values in Chile
aggregating $5.902.S29.5. So the extraordinary )roportion of the
nitrate-bearing lands to the value of the real estate of Chile is thus
demonstrated.

(The portion of the report of the Controller General of the Repub-
lic of Chile dealing, with the real property of Chile is here. printed in
the record in full, as follows:)

C'AVRO NO. 4.--i,11NcF IW COMPR-SAcI): iN 31 nE Dscir iE 1930

Blenes tiebles e inmuebles:
Benes Itafce-s .........-.................. ..------------------
Terrenas Salitrales .............................................
Proptedad Austral y Reservas Forestales.. ...............
Ohras de l'uerlos ....................................
Ienes Muobles y Equipos Varlos ............................

Varlos .........................................

$278,495,095.00
4, 600, 000, 000 00

84. 354, 000. 00
234,301.944.64
100.167, 252.43

5,511,603.48

Ohms nutevas en construcci6n-
Obras de Puertos ............-- -------------------------------- 205,240.996.15
Ferroearriles .........................--------------------------- 8.805,471.18
Cam ns- . ... .. . ...... -................. -....... 130,761. 3'01.21
Regadfo ................... ...-------------- ------------------- 54.119, 098. S9
Canalizaci6n del Mapoeho--- .................................. 5,742.267.54
Alcantarlllado .y Am u Potable -. . . ...------- --------------------- r, 090, 930.05
Ediflelos de la A'hinistrsct6n pfibltca......................... 72..301.5,57. 03
E,.Iflclos de Rdticacl6 ptlica..-.......----------------------- 28,910,225.94
Constructlones te Educaci6n Ffsla .............................. 7 524. 558. 60
Construcclones Diversas .............. -.......-................ 13,058.94.14
Varlat Obras y Estudio.. ............................... 13. 761,I529.11

Inversiones leil Estato:
Accioneo --

Banco Central -t- Chile. Cla. "A ....................
Caia Reaserailora .le Chile. Claso"A". ..................
Ferrocarril Trancanslino ('hileno ...........................
Caja 't Cr1 lto AWrarlo ........ ......... ............ .....
Cia. Electro Siuferrgica do Valdivia .........................Anartenq de Canital -

$5,902,829,895.55

66-5, 316, 883. 84

20, 000, 000. 00
3,500 0. 00

42,000. 00 00I R. 0m. €0. of).,o, 000. 00

Fierrocarrllesd(el Esta, l ...... ..... 5 (',. ,99,474.70
Ferrocarril 'Jo Arica a l.a Paz ............................. 0. 764, 205. 08
Ferrocardll (to Puetne Alto al Volein ........................ 9. 742, .59. 44
Imprentas Fiscales........... ....................... 4.000 . M00
FIhricas y Maestranas 'li Ei6rito ...................... 33.907,490. 95
Correos v 'ieltrafos ................................... 17.403.053. M
Escuela dte Aries ., oflelos ............................... .. 152931.93
Servtelos ElA(,trIco' .................................... 346. r,87. 27
Talleres Fl.cales te jrbione.; .......................... 1,432.31.41
Caia ,Ie Colonizacitm Agricola ............................... 21,930,000.00

Aprovislonamiento del Fsta,! ': Fnlatenclas, segfju Inventarios de la
Direcci6n generall te . provisionamlento .............. .................

Varies Den-lores r- Cuentas Pendlentes:
Banco Popular en Quiera ....................... . 32,750.51
Dendores Morosos ............................................ 11, 6190, 465. 18
Ir-'stamos ........................... 3, 039 .C03. Or
I'r~stamos Frigortltcos ...................................... 171,375. 03

Balance de los Fondos Fiscales:
Total al t)ebe (v-a e Cuadro No..3) ............................. 160. 95S, 920. 87
Menos: Varios Aereodores Y Fondos do Terceros (vOase cuadro

No. 3) .......................................... 138, 05,907.97

Bonos dei Estado-Fonlo de Emergencta -Por Contra:
Deuda Externa: (a preio le n,lquislel6u) ........................ 15,406,169. 24
Oeuda Interna: (a presto fte a'lqulsicl6n).............. ....... 5,145,101.25

927 279,617.36

7,309,112.70

50, 253, 593. 78

22,903,012.90

20,1651,270.49

7,596,443.386.62
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HAJF r
Deuda Pibltca (1l Estalo:

Saldos at 31 de Dlelembro de 1929 ...................... $2,8,1-,570. 24
Nuevas emislones de Bonos en el alo 1930 ......---------------- 430,371,780.66
Antici pos bancarlos y vales provLsorlos pendientes al 31 de iclein.

bre Tie 1930 ..................................................... 301,250.000.00
Deudas Varlas registradas en el aflo 1930 ......................... 1,496, 123.68

3, 421,251, -174.,98
Menos-

Aruortizaclones efectuadas en el aflo 1930 .... $103,360, 350. 22
Ajustes (1e Camhio ----------------------- 115, 292. 50
Anticipo3 hancarlos (Io 1929, liquilados en
1930 ....................................... 75,900,000.00

179. 37:., 5.2. 72

Salos en 31 do Dlclertatre ,te 1930:
)euda Externa ................................. 2, 4S2, S12, 598. 6I

Dettla Interns .......-......................... -57, S13,323.25
Antriios bancario3 y vales provisorios penlientes

a virenta 'to earLslones uteintiva............. 301, 230, 000. 00
3, 241,875, 921. b6

$3. 241, 675, 921. 86
Iaclenda Pflhllca---Cuenta de Control:

Sallo en 31 tie Dicioibre do 129 ........ ................. . 53, 344.265.30
Aumento per amnortizacl6n do ]a Deuta Pfillica
)gIsada en 1930, con cargo at restlpmesto Orli-
nario y n ellante restates segtm 1ey 4 3St ... 103,360, 350. 22

Aunmento per ajuste fie canildo en la Detda
Eternal. __......................... ... . 15,202.60

Atuzrmento per anticipos bancarlos (to 1929, liqtil.
daulos on 1930 ................................. 73,900,000.00

Aumnento per Bienes Nacionales regitradus en
1930 ........................................ .15,717,2.54.29

Aumento dt Obras Nuevas en Costrucci6n -.... 287, 645.239.61
Aumento 'to Existencias de Aprovisionam:lnto.. 1,987, 832.26
Aumentos Varies ............................... 171,375. 03

•51.1, 897, 2A3. 91

5,048,211,519.21Meos--
Nuevas ondslones (to bones en el aflo 1930... 430,371, 780. 6
Anticipos lancarlos y vales provisorlous

pentlentes at 31 tio Dlclembre tie 1930....301,250,000.00
Deudas Varlas registratos en el a6o 1930.. 1,490,123.68
Dlsmnuci6n 'le Capital on Inversiones ,lde
Etado .................................... 3, G44, 828. 11

Dlsminuclones Varies ....................... 365, 605. 39
737,128,337.84

Saldo on 31 do Diclemnbre te 1930 .......................... ....... 4,311,113,181.37
Fen los Fiscales at 31 'to Diclembre, tie 1930:

Presupuesto Extraorlinarlo y demAs Leyes Espe-
cites (vase Cuariro No. 2).

Sal,lo per invertlr at 31 dto lclembre tie 1930.-.. 21, 591,800.01
1'resuptlesto Orinarlo (vfse Cuadro No. I)-

Super.vit al 31 (to Dtciembre de 1930 ....... 1.321, 206. 89.. . ...... .. - 22, 90:1,0O12,.9)
Fondo 'te Energencla- Loy 4.520: Fondo crcado por is ley 4,520, coil

cargo alos t'reupucstos Ordinarlos oe los a6os 1929 y 1930, e invertt'lo
en bonos del Estate, segrin contrapartlla .................... 20,551.270.49

4,334, 567,464. 76

7, 596,443,386. C-2

Senator *JonNso. I offer friom Poor's Manual of Investments,
1931, just a brief paragraph. \Reading:]

The Anglo Qiiiean Consolidated Nitrate Corpmoration to itt reorganized Into
the Companies Stiltra Anglo-Chileita. 400,00N) -dtres the entire capital of the
Anglo Ctile'an Consolidated Nitrate Corporation each of a par value of 100 pesos
were to bte acquired by the latter copllany.

Five inilion five hundred and seventy-seven thousand seven 11111(lred and
twenty-four pountis In bonds to be Issued in sat isfaetion of certain obligations to
Guggenleim Bros. and are to be assumed by the Companita Stlitra Anglo-
Chilena. The bonds of Cosach are to be issued internatlomlly In the total
loan limit $50,456,f00. or equivalent in, other currencies.

The National City Co. of New York iu'rchatsd $19.000.00) of ltese bonds,
subject to a provision against their being offered under 96 prior to July 1, 1031,
and to other restrictions.

Included In the Cosaeih organization will he the Lautaro Nitrate Co. (Ltd.),
a Guggenheim organization.
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Senator JojiNso.. I pass for the moment now the Chilean loans.
I desire to put in evidence certain communications relating to the

Colombian loan and the Barco concession. These communications
were communications passing between the National City Bank and
its agents in Bogota, Colombia, and from the agents in Bogota, Co.
lombia, to the National City Bank. You will recall that Mr. Samels
was the representative of the National City Bank in Bogoti. I
begin with, first, June 19, 1930. [Reading:]"
Mr. W. W. SAMELS, JuNE 19, 1930.

The National ('ly Bank of Nt(ivt York,
Bogota, Colonbita.

(Re Colombian Financing.)
DE.\t MR. SAMUELS: In order that you may lit advised step Iy step as regards

the discussions going on here and in Washllington with Ih)u,'tor Ohiya as to
Colomlia financing, I am Inclosing in duplicate the following meninor da. The
suggestions and Conditions contaited in these memoranda a', tlit' Irisis ,if the
discussions taking place this week: (a) 'enoranduin 1; (b) nt'vnoratndum 2:
(c) memorandum 3 with notes accompanying; (d) memorandum 7; ((,) Iintqlill-
randum 9.

Those memoranda (lid not accompany the letter. [Contiilling
reading:]

Undoubtedly these inlistotl-l'oa will lhave to he altereil In nviny leases. For
instance, after conversations with l)octor Olaya to-daty it has been pretty dell-
1ittely determined that tlhe settling aside of customs revellu 's. 'Is lll tiled at
the top of linge 2 of nenlorandUm 1 and ol page 2 of nemoralidlini 3. can not
he carried out. Also. It has been determined tlat the idea of laivint.. the certi-
fled public accountant mentiotd in article 3 of ntworandnlua 3 aplliroved by the
bankers would not be acceptable, either to Doctor Olaya or the State Depart-
ment. Mr. Jefferson Saffery. United States minister to Colombia, is activ'vIy
participating In the present discussions.

Yours very truly. A. J. AcOcA. Por iyg Departmcnt.

Jefferson Caffery is the gentleman whom I called as a witnes-s.
and who, it was stated by the State Department. wonld not 1w
permitted to testify.

Cablegram from the National City Bank of New York, Bogota.
Colombia, to the New York house, signed by Mr. Samels, who was
stated to he the representative there:

NATIONAL CITY BANK OF N i.rw YORK,
Bogota, Colombia. March 2. 1931.

Your cable of the 24th ultimo Banco De Colombia. Believe you can con-
tinue extending $500.000 clean line(s). Prime factor(s) considered in arriving
at expressed determination are present policy board of directors (of) serliti-
nizing carefully affair(s) bank and direct intervention (of) (in) chairman of
the boards of directors in management lhe acting In ancord (with) (ha rces in.
terest(s) (in). See our letter (of) January 17. Furthermore i'lsiness out-
look Colombia much more encouraging. President of tie ltepublie authorized
us (to) advise you (to) (of) petroleum law(s) will be signed this week and
that contract(s) settling Barco case will be signed tomorrowJ morning.
Superintendent (of) (at) repeat(s) former(ly) declaration(s) bank in good
condition. W. J. SA-.Jr,S.

Another cablegram from Bogota to the National City Bank,
signed by Jefferson and Samels:
NATIONAL CITY Co., New York.

BOGOTA, March 5, 1931.
NO. 27, SECOND PART

(0) Failure of President to make good promise clean up floating debt 1930
Will seriously Injury him politically. Already being criticized.

(7) Passage.of oil law and settlement Barco - concessions have con-
tributed to material improvement business outlook during past week(s) but

Um
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nonpayment of $4,000,000 all kinds of past due Government obligations will
delay return normal conditions at a time when every aid should bie given if
we are to reap benefit seven months hard work and expenses.

(8) Have hesitated present these facts earlier because seems to be selling
arguments other side but believe they are unbiased frank answer t& y-our
Inquiry. Now is the time to show confidence by making second $4,000,000
available in nccordance with our cable 55.

JEFFERSON.
SA.AIMIS.

Next a letter air mail to Mr. Ford and Mr. Schoepperle of the
National City Co. and the First National Old Colony Corporation,
signed by Mr. Jefferson. I read just a portion of it,'and I put the
whole of the letter in, because in my opinion when I refer to a part
of a letter alnv individual that is interested has a right to all of the
letter, and believing that to be the only fair way of dealing I insert
the whole of the letter in the record, instead of declining to submit
all of it and insisting only upon a part.

The part that is pertinent to my discussion, however, is [reading]:
Status of legislation: The reorganization bills referred to in the letter of

October 25, are in the following condition at present:
(a) The budget bill has passed both houses and is in the hands of the Pres-

ident awaiting signature. Under thest, con(litions it Is likely to become a law
any day.

This is May 21, 1931 [continuing reading]:
(b) The customs administration measure ias passed tlie Seniate and is now

in the House Imoving along day by day and we expect that it will lirobal)ly lie
put in final shape at any time.

(e) The Government has practically albndtloned the Contraloria bill for rea-
sons which we have stated a number of lines to you in the present Congress.

(d) The other Important bill is the lDarco concession. This has been passed
by the Senate and the committee of the house spent 13 (lays working on It an(d
is now submitting two reports, one of the majority entirely in favor aild a
minority report which evidently will recommend certain changes. We unler-
stand that the administration ias completed its organization in the House and
tiat, while the bill will probably bhe debated for a week or 10 days, It is
confidently expected that it will pass.

The whole of this letter that deals with budgetary conditions I
ask to be printed in the record.

The CHIMwAx. Was it signed by anybody?
Senator .Joii.Nsox. Jefferson. He was one of their representatives.

That was testified to here.
(The letter from H. M. Jefferson to 3r. Schoepperle and Nevil

Ford, dated 3ay 21, 1931, is here printed in the record in full, as
follows:)

31+\t" 21, 19)31.

DE.'.s Mr. FoRD and Mr. ScnoEPIuERL " 1 endeavoring to get the most com-
plete Infornmtion possible In order to give an answer to the first paragraph
of your cable No. 17 of April 28, we made rather exhaustive stud es of the
budget situation and hld many conferences with the Minister of Finance fol-
lowing the dispatch of the Information on the other points. After getting out
all of tl:e other material Mr. Sanmels and I calne to the conclusion, on Saturday,
May 16, thlt it would lie well to bring the question Ul to date and advise y,
so that if possible you might conic to a decision on whether or not you would
make the last four million available soon.

We were anxious to have such an answer Iecause we are informed that It
is the President's intention to (close tile Congress just as soon as the Blarco bill
is passed, alld we thought that if you were tlinkin'.. about tIh( fiscal agency
matter, a decision should be reached just its quickly as possible, so thlt the
approval bill can be presented and passed before the Congress is closed.
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Our cable No. 14 gave you a CMlpiete statenit oif affairs up to that date.
We think it may be desirable to contirii this by a liore complete review of the
situation. This may perhaps best be donie untler certain headings.

1. Status of leflslatlon.-The reorganization bills referred to in the letter of
October 25 are in the following condition at present:

(a) The budget bill has passed bolh Hlouses and Is in the hands of the
President awaiting signature. Under tlie.-e c(1lilions it is likely to become
a law alny day.

(h) The customs administration neasuri' has ias.,ed the Semite and is now
in the House iiiovlg along day by day and we expect that it will P'obitl)ly be
pu'. In final shape at any, tile.

(i) The Government hla- practically abandoned the Contraloria bill for
reasons which we hlive stated a iiizttber of times to yeit in the present Cotigress.

(d) The otlhr important bill is the Blarco 'on(e.sion. This haes been
passed by the Senate and the (ommnittee of the House spent 13 days working
on it and is now subittting two reports, one of the majority entirely ill favor
ant a minority report which evidently will retcommend certain changes. We
understand that tile administration has completed its organization in the
House and that, whije the bill will probably be debated for a week or 10 days,
it Is confidently exitted that it will pass.

2. Deficit 1930.-We have had a itnumber of discussions with the controller
general over tile calculation of this deficit. Tie' tiilef of his accounting division
some time, ago told us that the controller hoped 4o reduce, tills deficit to
$28,000.0010 by means of cancelling soiie old reserve, accounts. In view of the
fact that it was so tentative we did not like to rely upon the lower figure
until t0e controller unofficially advised the Minister of Finance to that effect;
the latter, in turn, gave us a memorandum based upon the $28,000,000. We
therefore cabled you on April 25 (our No. 93), using that figure.

Later th; controller reported that while lie had decided to adjust more
than $1,500,00 of these ol( reserves, it would be essential for hini to hold
the reserve In tile forn of a 

" reserve for contingeicies" to cover tle old
period up to December 31, 1930, and thlls decision lelt tht, dellt at the end
of 1930 at $30,626,841.16 which has now been accepted as a final figure and will
appear in the controller's report. The defect is built up ]i the following manner:

Deficit Jan. 1, 1930 (all held in the form of reserves) --------- $17,993,002.94
Expenss paid in 1930 -------------------- $19, 3S7, 089.21
Reserves established by controller for the year

1930 -------------------------------------- 12, 604, 666.20

Total expenses in 130 --------------- 61. 991, 755. 50
Revenues collected 1930 -------------------- 49, 357, 917.28

Deficit 1930 -------------------------------------------- 12,633,838.22
Total deficit to the end of 1930 ..----------------------- 30, 626, 841.16

This has been accepted by the Minister of Fihance and all hopes of reducing
It have disappeared.

3. Liquidation of 1930 dcfleit.-The following is worked out in round figures:
Ieficit ------------------------------------------------- $30. 627. 000
Loans:By the group to date ---------------------------- $ 12, 822.000

By National City Bank ----------------------- 11, 905,000
Pagares del Tesore --------------------------- 25, 500, 0110

20,227,000
Final loan, if" made by group ----------------------- 4 4,000, 0M

24, 227. 00
To be provided fol ----------------------------------------------- 0, 400. 000
Government proposes using part of proceeds of match loan, which

if $10.000,000 will gi'e ----------------------------------------- 4,000, 000
To he ca'rriod by Brnk of Republic or otherwise provided for --- 2,400, O0

We have arbitrarily shown the figure $1,005.000 In order to take off the small Items.
While $0.000.o00 of these bonds were autliorized. the Minister of Finance has not vet

placed a part of then aid in tils calculation we have reduced the amount by $500.60D
to make allowance for this. If and when the minister Is able to use this $500,000 of
pagares, the net amount to be provided for will be reduced by that amount.
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4. Balancing the current budget.-Since the first of March we have made
a number of estimates of the manner in which the budget would work out,
but did not have much to go on until we received the telegraphic returns for
the first three months' collections. On this basis and with rigid cutting down
and adjustments, we arrive(] at a deficit of $1.193,000 for the quarter, which
multiplied by four gave us a deficit of $4,732,000. As soon as we had come to
a decision that there was a substantial deficit. we notified you by cable. the
above figure being included in our cable No. 6 of May 7. Shortly after, a
special survey was inade of the April collections, and calculated in the same
manner as the three months' period, the deficit was redulced to $3,762,000. The
Minister of Finance also atmie a calculation of these figures and arrived at
a deficit of $3.600,000.

While this was going on, the Minister of Finance and the cabinet were debat-
lg on what could be done to adjust the budget and the minister came to the
conclusion that it would be possible for him to increase the salt revenues by
increasing the prices of the mineral salt slightly and leaving the prices of the
maritime salt unchanged to act as a balance. The mineral salt is mined by
the Government as a monopoly. The rock salt is converted at once into a
brine which is sold by the Government to producers. The prices of this brine
have not been changed for 20 years whereas the prices of salt to the ultiniate
consumer have been increased.

According to careful estimates, tie minister felt that even though the Gov-
ernment should raise the price of time brine to the refiners, I part of the in-
crease would be carried by the manufacturers and with a little competition
with the maritime salt the price would be held down so that the price to
the ultimate consumer would not be increased a great deal.

The desirability of increasing these prices was discussed by the cabinet and
under the leadership of the President, it was decided that, while time Increased
prices might be easily put into effect, it would be unwise to do so while the
Congress was in session and while there is more or less political discussion.
The President also feels that it would be very dangerous to increase tie price
until the bankers have paid the final four million. It was therefore agreed
that if the increased price i. established, it will not be done until about August
1, which would yield $500,000 by the end of the year.

The minister also proposes increasing the river transportation tax which he
estimates will yieli $200.000.

It was discovered, after the closing of the books for the year 1930. that
the National would have to pay tile D,,partment of Sntander and the city of
Barranca Bermeja. their participation In the $636.000 of oil revenues during
the year 1931, although It is a part of the 1930 expenditures. This amounts
to $264,971.02, and they will also have to pay $157.003 for the share of the
oil revenue to be paid in July covering time period from January 1 to July 1.
,There is Included in the budget $500,000 for participation of the department
and the city in these revenues, and the minister states that there will be left
about $78,000 of this item unused, which may be regarded as a possible saving
of expenses.

The minister has included in time 1931 budget, $2,085,000 for interest on
debt to be Incurred this year. Since the loans have not been made as promptly
as he had expected, there is a considerable saving In this account. The
figures were very carefully prepared by the minister and checked by the treas-
urer, and they have agreed upon a saving of $300.000 in this account.

The sum of these four items aggregates a little over one million pesos.
We wired you yesterday that we had called a conference on the question

of the estimated customs collections for 1931. The chief of the revenue depart-
ment consented to our suggestion tat Mr. Roddy, the new customs adviser,
and Mr. Donnelly the American commercial attach, join uis In this conference.
Mr. Donnelly has had considerable experience in customs tariffs and has studied
both new tariffs very carefully. Ile is also well-informed on imports from
the United States into Colombia.

The four months' collections showed an excess of $050,510.10 over the budget
estimate. Mr. Samels and I have questioned whether this excess were not due
to imports being made in anticipation of the application of the new tariffs
and had eliminated these excesses in our calculations of the total estimated
revenues for the year. The chief of the revenue department has always main-
tained that the four months were normal and that they would continue through
the year. After exploring the subject from many angles, we felt that the
Government was amply Justified in that position and we therefore allowed the
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calculation in our final figures bringing the deficit to the end of the year at
$2.600,000 instead of tile former higher figures. We cabled this decision to you
last night and also advised you that of the million dollar increased revenues
and savings above described, there would remain $500,000 to reduce the deficit
mentioned to $2,100,000 after making full allowance for the probable cost of
the present Congress.

5. U(oneiluson.& of the Pre8idcnt and cabinet with ref erence to the budget.-
Both time Minister of Finance and ourselves did a lot of work in reanalyzing
the budget item by item and we held numerous conferences with the minister
and Ilis staff In regard thereto. Every item which could not be decided in the
conference was noted for further study by tile minister and a list prepared
which was submitted by the minister to the cabinet. After the first meeting
tilt- ministers directed Iheir depmrtmient heads too restudy their exmenditures
and later another meeting was held with all the reports in hand and also in.
eluding out further studies and the articles suggested by you.

Tile President and the cabinet concluded that it would be impossible to make
further cuts in the salaries because it would create social disturbances. They
felt that very little could be rescued from materials anmd supplies. although they
studied this article by article. We found that, relying upon their budget,
contracts had been executed in many cases and that very little could be elim-
inated or deferred. Their conclusion was that the only way to effect sub-
.tantial savings would be to reorganize the administrative service but that it
woiltd IV inipo.sible to carry out this reorgalization until after tile Congress
(.lIsts. atitd then would have to -eek approval by the subsequent Congress.
This would aaaeami that nothing could ite exmectell from this source iii tie 1931
budget. Tlhe stiggestiou that we have 1|(ade have indicated sonie lelals of
aU'(mplishing something in this regard and we hole. whether or not time budget
wiii ltequire tllis reo'tlgllial ii'. that soile wxiirk will lie uiotme timward imlproviniig
the administrative work before the end of the year.

The minister calls our attention to tile fact that the custons expert is lit
work, that the Government is about ready to negotiate for a techiic'al export
for the controller general, alnd thit they will reorglnize tile raill'4mds lifter
tile Collgress is elosei.

6. Match im oip.---We have calihil ymtr aitteltin tom time fact that the
cabinet has disttusedl tile los4ibilit' (of uitig $1.5t.950 (of tilt- irtili of tie
lil meeds of tlhe iliatch loani-if and when received-fur li;yment of tli t railway
blonds nattiring iil 1931. togeOtther with interest. anil al.mo ali-iut $1.go,10,0 for
additions and lietterliients to tilt, raii'ads. on the ground that t Im~se are betth
Itlblue works exi endit ires.
The minister told uts today that tile representative of Kreuger & Toil will

arrive t'it her tlie latter part of this ctk or ltilt flrt if next, isl that tIher'e
w\'ill lie no delay in tile lite,'.tiatiins. lie says that fill his In irt lii' will hi,' will-
iig to cowelilelc within a week. If tile represeItative is in a iositiol to act
in the same manner, we should kiiow in a very short time liie' results mof this
proposi t ion.
7. lx'e of lroecd. of match, lo(tn.--In your cable Nii. 17-fowlni l'aragl'allhi-

yin raised a question regardillg tiln' ('umitliet i' lh' Imlmo'.ite uall 41ml'i With 'tiUses
6 and 7 iif our t'intraict of Ot'tuiber 1. 1930: ail we allied ymmir atlenliin h
the nuInet'olis waivers of tlist' l'iovisi ns in caleih's |'ll N'41tl an all sot in tile
letter of I)ecenlner 31. 1930. ducliisited with tlit Amin'iian iiiilnisltr lre. We
.11sif thiotll"'lt thlat .411i 1hl41 been'W thiJlkillg rallhur se~rin~-ly lllti thiz Inlalt|(r

hicattuse (if time lettinr tf Apl'il :31 written by Mr. Aeefola 1u, us. with which lit'
inelistl a iiminlnlidn dlattv,,I Alpril 25. 1931. adiiI'essed I y \It'. Ilenlellnti to
Mr. ,"choeloiperi,. in wi'hih lie mnaintainetd tha t t lit uking if it i I-all Iy lii'
lalttll'h mllipllnv i milti violate tilted letter a1111 spirit 4if tilil' agrt't'eliet of ()'t nlmr
1. YwiW In1tttr calle No. 30f tle'ard the Iir oll this llt, imi.ll, ('tirim.aghll ili'
olinim that waiv,'rs are ill force.

S. .Idditifnial erevits.-In nmmlakiil. tih' studies t.miilimctt't with tiie, Imumiget we
dliscovert'd that thi' 4 Cmiigress has I aiS i :1mllditiiunal vrv'(lit.s aigg'rint aling $112!I.-
627.63 toi tei ('tl of April. without lirliiliig adlitiitila! I't,1vll's hll tliver. :is
firividted by law 34 (if 1923. Practically till oif this cloves txlminmlit mris Im'm's-
sary to the onit nuatitioll of Clingm'ess anid will have to li- tak n 'rt, (if in iny
event.

Tilt, htlt'ret intltdes an itemit of $4;9,-500 and we had adih,0l $541.4)1t Ili Mi
adljustment of Match 9. so that we think this t'xlmeinliture is lirt'tity well taken

9292--32-Pzr 4--11
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care of. The Congress passed the responsibility on the adminkitration t. fied
these funds, but it is our thought that if and when the opportuUit, prk-et.wa
itself, we shall make a particular point of following the law regardiL- tix-e
additional credits, and this will again be brought to their atteutiyn in .Xrunk-
tion with the new budget law. As we have stated a number of time& kef.-rk. we
place more faith on the results that will be obtained under the direa:ti.: .. f n
able technical adviser to the controller, whose duty will be to .-entrA -,Uch
points as these, as well as others in budget administration.

This rather complete review will give you some of the backgrounii .-ut of
which our cable No. 14 was developed, and we hope that it will 1e ., ,-..
service to you.

Very truly yours, H. 11.Jur ..

VICTOR ScrroPPMM,
Vice President National City Co., New York, N. Y.

NEVIL FORD,
Vice President First National Old Colony Corporation. New York. N. Y.

Senator JOHNSON. Next is a cablegram from Bogota. Colombia.
dated June 2, 1931, to Mr. Schoepperle and 31r. Ford from Mr.
Samels and Mr. Jefferson [reading]:

Your cable 32 our cable 23 President Minister of Fina,.e aL,1 G.vc-rn.
ment attorney(s) arrived at conclusion that congressional ritific:ati.:,n f fla-.al
agency agreement legally unnecessary furthermore would le extremely in-d-
visable at this time account politics and expenses involved contiflrz :,..,.:rk- -.
Our attorney(s) confirm(s) previous opinion of cngressital :u:L-.rL ..n
or ratification unnecessary. Your cable 32 consideration 4 Pre-il-r.t :.'

that loans have been made for the purpose of covering floatitz , 14.: a..-1 ai.t
for developments and therefore requests deletion "and the cvun.r.' - , *-i ,
nomic development(s)" and the substitution in the Saniairsh . .

especialnente pararecoger ladeuda flotantey facilitarel equilibria ,l ,.
(especially to gather together the floating debt and fil!irt'- th- 'l:.
of the budget). If this change acceptable President ready tf ge- 2.V--,rti.
and authorize Minister of Finance ! Ign fiscal agv.ncy aure.-ment at 0. Expp
to have minor changes to-norrow letter your cable 33. Cu-t.m' I.b -. in
final stage and Barco bill expected to pass this week. , ,.r,' :.,

needled for lical agency agreement President will ch,-e as -. ,i..- -

after passing Barco bill.

June 5, 1931, Bogota. cablegram to Schoepperle ani For-I from
Samels and Jefferson [reading]:

Passage of Barco hill which Is imminent offer possibility u,tuHninx ,:re, it
Colombia If it is properly handled (by) President if the Repu...- :..i I've

Bogota Publicity Committee very much interested :ind reqti-t ri' - y -e
notify (when) New York committee John L. Merrill. cm irman. ru- 3.- M
endeavor to secure and prepare material for release to the pr - wh.rn ;,fi ially
signed. Suggest also representative of committee consult with 4;4-,rze Rlil.i- :n1
order to secure background. Sending some nateritl Merrill by nairr mnail
to-morrow.

That was publicity for the Barco concession.
June 5, 1931, to Sehoepperle and Ford. The subject iz -- Pubh.-itv

in connection with passage of Bareo bill." Signeil by Jeer-"n
[reading]: . - l.
Mr. Vic'roR ScHOE'PPELE.

Vice President, 'The Nationo! Vity Comin(ml.
y'CI York. X. 1.

Mr. NF:vmL FORD,
Vice President, The First National Old Colony, Corporti,,n.

Nrw York. N. 1.

Subject: Publicity ,i ccnaection with passage of Barco bill.

DEAR MR. SCOiI)EEPEFLE AND MR. FORD: All of our lnformant.- fe-vl qrt-v li,'pe-
ful that the Itarca bill will be approved some time next wetk. It uld.Q
as if the thing has been completely exhausted as a lsflitiat delet rin _ rouDd
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anil that a vote must come. In our last eoinver.ration with the President, I nlen-
tined that I hoped we might find a way to place before the public In the
states and possibly in Europe, the features connected with this negotiation
wwl the contract, which have a direct bearing on the attitudle of Colombia
toward foreign interests. After ull, that is the fundamental of the legislation.
The loassing of the law will settle automatically a legal dispute which has
ben extremely annoying and in which Colombia has not been placed in a
pleasant light. The President agreed with me and we thought it might be
possiule for the New York committee, of which I was a member when tile
President visited the States, to do something to present this idea through
the press.

Following the above-mentioned conference vith the President, the latter
telephoned to the chairman of the Bogota committee who called a meeting
and invited me to be present. We discussed the matter and the committee
asked me to communicate with the New York committee requesting them to
endeavor to work out some sucll publicity ii they could possibly do so.

After thinking over the manner of transmitting the request to New York,
we came to the conclusion that we (lid not want to do anything that might
couple the lDarco bill with the bankers, and therefore sent the message to you
in code and requested you to pass tile request of the President and Bogota
committee over to Mr. Merrill. We hope you have found it convenient to
assist them in meeting Mr. Rublee and possibly in putting before them some
of the atmosphere which you have gathered it this connectfon.

I atu inclosing i copy of a letter addressed to Mr. Merrill with which I1
inchosed a report oil the entire latter prepared by the President's legal
adviser.

Very truly yours,
H. M. JtrFEAsoN.

Cablegram from Bogota, June 6, 1931, to V. Schoepperle atid
N. Ford from W. J. Samels and H. M. Jefferson [reading]:

Press report probable(ly) sponsored(by) opposition Barco bill(s) being
broadcast to-day from Bogota to the departmental newspapers) that Lazard
Bros. and Co. (Ltd.) withdrawing group its a protest against Barco bill(s)
on alleged basis British interest(s) in petroleum distinet(ly) from Amer-
can(s). Minister of finance with our consent has issued emphatic denial. We
urge you and/or Lazard Bros. & Co. (Ltd.) cable as quickly as possible denial
for publication to-night and to-morrow morning paper(s) * * *.

Bogota, June 8, 1931, to Mr. Schoepperle and Mr. Ford froin
Mr. Jefferson and Mr. Salnels [reading]:

We received to-day from the President a draft of his proposed reply to your
letter as covered by your cable No. 33, and Inclose herewith copy of such draft.
The president directly and through the medium of ilis advisers states that every
eff,,rt has been made to adapt this reply to the points raised in your letter.
From our previous correslondellce you will have lear-ned that for reasons of
Imiicy here, the President desired to eliminate direct reference to certain cor-
r e.-indence passed between yourselves and hilm, and for that reason his reply
is coii.structed along these lines.

After the preamble, which as you will note, Is more or less it reaffirmation of
tht points brought forth in your letter, the President states concretely his posi-
tion and proposed lines of activity with regard to tho necessity of a bahmced
budget for the current year, and also with regard to the desirability of enacl-
iil- as soon is possible the comptroller bill. It is felt that the letter itself Is
•-ueiently explicit on these two points and conveys to you the President's Ideas
and attitude.

In addition we are authorized to state to you that the present intention of the
President is to incorporate In his message on July 20, upon the occasion of the
inauguration of the new Congress, a statement to the effect that the loan of the
s-cond 4,000,000 was based specifically on his understanding with the bankers to
the effect that the Government would close the current year with a balance
budget.

We are taking advantage of this occasion to inclose herewith copy of our
letter of June 6 together with a copy of your proposed letter to the President
as modified by the latter and which went forward In the air mall of Saturday.
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In addition we tire enclosing herewith In duplicate draft of tile ar lised fiscal
agency agreement, based upon the draft cabled to yoll under date of February
16 knd as modified by our subsequent cable correspondence up to the date of
this letter.

In view of our understanding to the effect that the bankers shall be designated
as official bankers rather that as f' "ill agents, we aret hicloiing herewith draft
of the proposed announcement to lie published by Ikhe Goverinment. adaltel to
the foregolvg change in terminology and which Nv'e feel you will tin( acceptable.

With reference to our cable of 8aturdiy concerning the efforts being tmade by
certain Colollbilan politicialls to illject tile quest ioni of ill aileg'd dillcai'd aitim ig
the liii tkers ('iiipiilsitag the gro intoi i Ihe aiis'tssia s in (0'in-za.'ls 'iii the ]lB'rci
bill, we will state that as a result of ilergetie efforts oil tile part of titt, minister
of flliltti'i' fit(e itices of this tatter ias alipetring- ill the hlial pi.s , were (.-#ll-
finled to ithe attaehed copy which, its yol will mite, is hiicuois al I simply a
statement to the effect that there is noe ilntenlioll ol the part of lJaza id to with-
draw from tht group.

There is other latter ill tihe, letter that ,hol h ws that is iiit pat'tit'lt-
larly pertinent. but the whole letter I put ili the record.
(The letter is as follows:)

• !hbotarrA, .11111, . I!!.1
Mir. Victim[ ' ll),I',lll

V'ice* !'f1'.idcuI, .V'rdiotllal CHiY, 0)o., .V'-11t V'ork,, X%. 1'.
Mr. Mt:\li0 Foul,,

I';g.c I'rF'. 'iv at, I'ir.s4 .\V ioaltIl 1hld ('olpil. ('orpor' tiii. .1i',,/ V. V.
)"A. 311t. Si'ltit'atatli- .\.Nil Ml. Flom): We r'iit-ei Iil-day from li11 h1 l't'-i ltell

t drift of, his Iroiloisvil rely 14i yiiiit' y ioiur 'r as co'erell hyaot ire il Nal. :1,
atlI iolis. lirew\ith (tl.y of slch draft. 'i' i'r-e-4i ilit (ilr't - ly ,i111 t lirlitlih
filt Iliil lill (if IIi\'. .l sl-ilt's Ihlf t 1 iil'y hre. m t lal iili'it tesire)

ti 't'is t lie t iti(' p llli ' htl uS it ill yol. lo tel ', F1.411 oi ire l(iln s tll- 'it. rit t ,
yotl w\ill have't hIrlIlvd that lI', rl.w mllS of policy h fr, it(- Ili-i-,.idet de,.irl'tl
14) e,~lilllt, olitet rle re't l'( v to cetrtlaill ' l'.l ll tlttIm.Se'tl It\tll .1O W4, ll'.
selves' and~i himn. midt fortltl l'v,+t. ll Is rl't.\ i,, t14., llthtell Illhollt t.,v+, lilnes.
.\flr ftl, pre.'(,;lllle. which asn you l will 111'e , 

is morte or. h,+s ;1 1'.:11ll tll lll

if till plioilts Ilt'mrilght ftirth in yit1r ltter, the Pliih'itt states i'ieri'r'iylv his
Iasitiin l iruipiseal Hie if activity \il t' nigarl o thle t eie-sity of It
iadlwitie ldalgi'u lair tihe clrellint year. 111d :iIio with r(gtrlar to tie d'irability of
ettll ti~ll as " iii hii,:+.,- ai lie iliotioillrailer lull. It i,: felt Iliai! till litter
itself is slilll'ietntly explicit oil tllesi' wo lioliltS tniIlli v'aiavey' I" yi a the
l'l'sitiilil's ileas atll ttl itl ile.
Il aditian we tire authorized to state to you that the present inltit i

of" tii l''siollt Is to illtiot'artoel ill his Illess.lt'e (in .luly 21), tliitn tlI a'i asii
of tlie(. i tnt ai-rati Ii (I lit, Ifw 'oilguress. ia stntenllint fit liit, eflit lha1t the
Ioan a if tlie st,tonil 4,0110.110 was Iised l s ie(illh'ally on his UItIletrs!;til.1 I \.!itJit
the Il~iterqs to tile (bl'lt(,(t that tilt(- ("overnnlenit wou~tld c.Ios, tile v'urrl'ilt yvalr

with Ia blaht cicii ilgu1-et.
We tire talking advantage of this occasion to inclose herewith a copy of oar

hter
. 
of .full(% , t o,-,(,tllr with l a opy of' \*out-lropoqsedl letter to tht, Pid,.int

ais ulinilled lay the latter ittl wich'lh w'ill flrw.'A ill tiiii nit lail of Satillday.
bli :ialitiol i\,w are ill'i.iiig helerewtith ill ittlii'ate dIraft of' Ilie priioseil fiscal

1etii'.Y agr'e tlietit lt 1 sl upo i tie draft allahl to yol unlder ilat f ot' l"l rlta ry
II; a il Q i;lodilled by itar sutbseituett liable ctresi )iia lheie til a t, la teh t, of
tis lter.

Il View of lit' tt r,stat nlinig to th, .lic'it that tle, lattik,1es shall liv, Il,'' jlatlti
aillit I bitnl k-rs ruathetr Ihitt as fiscal a ,lts. v, are ll.ho hl lierewtith ii raft

of !i, pl'iiliiisi'll n1attiiti'elltlt to lie pllliQl,, lay Olie f:iiverliII'tit. utltllcil
to litii f'ui'gaalatg ihtlige itl termllii ilogy ulth whiih ve fel-l i ''ill ilitli
liecel it ii Ila'.

With |,lelltce to oiur vlule i l' :4aturduly cmi lneriltlg ilie efforts I clngiZ mnade
ly ertlii ('tlottibi ll polith illns to ije't tilt (itest ion of illn a lige'i dlis old
utitiaoi+g tit hlket's ('itllnpoiiitg the grouln It fitle disictNs Itls in 'ingress on
tile, lur'co lill, we will ,ttle that as t result of etntrgeti' efto'ts ii It pa't
of It, niltlster of !iltila'e ti|t lltices of tells Ititer tS lppeariti it lithe laioal
press were alillhneil to tile attached copy whllh, ns you will note, Is illo'tltous
and simply it statement to the effect that there is -to Intention on the part of
Lazard to withdratw from the group. However, the Minister of Fitiai'e stated



SALE OF FOREIGN BONDS OR SECURITIES 2089

that ie( understood that a notice more jacrnicious In character was transmitted
by it local niiews algency I presumtiablly Slin I to newspapers in thie more Important
vities of the departmnit. It Is expected, however, Ilhat. time detlal (if lw( mini-
ister hlere ini I ogotat will aliso lip trainstmit ted and will serve t.i modi(fy any.% dis-
aigreeatte ('fftt s pr'odd iil ty thle mirigitam notibce. We Shall Iadvise yo in a ll y-
tliig impolrtantt ilnt ma1fy developi itt tilso iitect loll. 'Meatuwhile. tis mlorndiag
we are in) receipt of at cable from Lazard1, Londion. readitag ats follows:

1,we umideis"taim that ruilarS ateV eirtenPt Ilk Colo1itla that wev ItaIVe With-
mrawii from banking group. Iilivlase ti5tiQ eltijiiatic detliloi l oh iit, li0a.r
stating, that there Is no fomidiat itn wtattever for M6~ t'utnor. Thtaniks.-

A Copy iof this cablle hatis Ilei Sent to thle tiiini1ste- of litiatnece. who i-xtion.s.ues
hlis illi iti!(il oif thle lirimlltnlteSS With lICI hih LVIa d lilts responddi.

We ae teahh. tim iisiltchi this letter to youl by atirmail ti-day through the
o-tin-s(f Mr. Witisluw. oif Ii an 'i Amierican Airwatys. who is ilyinig from

Barraniitalla (direct to Miami oil Wedntesdaiy of this week 1tt1d Who k ba11iling
his letter to yoiu fr-omt the hitter poit.

Wmry truly your.

Bogotat. .Jut, 20. 19:31. frotu SaieF- andI Jefferson to ScliittpiI-1
atnd Ford [reading]

Yiitir cable 52 i'tesihletit igtrees to) gritt(Isll- undoubhtedlly exist forI Itiglier t'atm'
(it ittrest but conitenids thtat extremely iiillpotttiie ait IlI(, prtesenlt itliatienti
impieriling mhtnitt11istrativ-e tihans itncluing future tinicitig andii icctedi lg)
uti lvmiiatlily on itlites giteiithaly. Ills reasons atti' fitst lie h11ts tiorced thro-iugh
Congress ita ty cot ist rum-tive nicasires I neltiding? tinise propioisei l Iy gtoup autm4i
littat tacia Imnissiont funld esievia Ily petr i-ilt latw anil Ba rca i'iitvi'simit wvltlch
lattter- lie hats Continually supported itwcredit tilihig nieatsutep as ecvideicinir
fittitnt of Coiloumtiant Gioverinient to comply with foreigtn cottitmtetnt. It
tnow immediately ate(r comtpetit iont for tis legislation mid mlnaiig ofiil~li

ht Iwes i coticluides tiegmitia tins Iiarelisitig intterest i-aite Ilis ilin of iitiprov-
ig Credit of mtitli by Viritile of niew legislat ilt will hie chialletig-em 11t1i1 used to
disereilit hint1 atlid (iiveriliiilit. O11liiimilt..; will allege inacreatse l1.te iof Iterest
would r-elpresenit Is Compensat in for etnacttietit of laws ailt(t aippoaiti litit of
officials blitkers Iaitd more so if iti(rea se Ii fat-in of comtitissionis. It Is iiviols
hlitt such-ltcncnsatimms Would reflect on fot-eitm interests lii genterati its well i O

hantketrs secotndi ah itite~llitt (i11 iiceatse rte ti'f lItterest Woulid brimig icot-
dilitti ot ladtilitist tatt itn from it ii generiI loiflle thia-ugi their ( tis/bet t not
tlitieistaitdinig reasons.

Thbirdi Aditi striat hi-i cunits ug iimti full suppo mirt next ('in tgress 31t1 am -I k liii-
liig other. Ciinstrutitvie meatsurtes blut at tac-ks aix itilivateil woatlmd titake iIlilt
if not. ittmossib le. A, -Ilt tilt (ritav the lisimletl atrliast ly t-vfiiue'lt liat akers culn-
selftit livi l a l 111 i mniit lolls hil lugl t-ate is litt miresetit for ret aewa I it10 tilww-
limiot (s) miil thIle (liii of 19131 andm inl Novetmiber wieti to lie cot 41iri ei ill i li
lkl0it tl. lit i st itlu moiail iiiii. itesiittit states am iai t iviilvimd k lmit miajor
(iitAisiimta t ifIt a111 niic ates will itigitess I 1taikers ieveive ('mm11iii; 11ii1i11tt IIi'ttill

d vaiis iitm t flirmiugli matihit ln luig tet-it lttilatacittat a114 tail oratl.11t- nit
imr titm'i irate lmadtiitta for yvar 1wit32. laukiia fiti ll()co ilel1at oll amll the
itmlimlati11t fitmhirs itmulitviil- pliltia-al litea- ilitlim-ilt im exlil by lv.i111mti wi
feet tittit itt veitietimwi It I lil- . tittel ititrest (itt (hmIvti-iimiitt :1m4 tailiktiw
cimse-ly allieil antd as at vottseftiaime (oift) Iatikets Shld atm-i-vile4 tom ri-fittist or'

thelme-im~viat defer. allmhjutitaett mif, iliet-et i-ato 1111111 Nivililar atimi we s(i

('a egt'atiii fr-ont Bogta ato t Ihe Nait iftia C(ity Co..Ne w Yoruk.
x. -v "Yo V. Schloepp)1 (Vle andi N. Fovd from W. J1. Sa tae1- a itl

IF. . Jeffersoln It-caidiny]
('mi-tuiu :tttt1iiitist ratliii antd ait1-aim low~( s) silztiei Salt tt1ily3 a1 fteliimt wlti-

"filli K tettarer anidi Tioll, A. P.. ar-riveil yesterday.

(Clibdeurat m fiomi 11woot ~ Junei 24, 19:31, to the N.-t lona C ityv
(Co.. New York, N. Y. To' Victor Schoep perle anid N. For-d fi-onai
11. .1. saitnels and~ ji. m. *Jefferson rrei-cing]:

YourII cable 5S our (-lile 50t Ptesidentt hats itever i1tiittiaied directly ort itiahl-
IfItY P3 etrtoleumi t or hita Ilai%%* lilss (eth) lt thle lnst igationi or eviii sltacuie-t flmi
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of the banker(s). lie called attention (to) these measures as being among
most important pass present Congress.

Letter dated July 9, 1931, Bogota, Colombia [reading]:
Mr. Vi xR SOHO-PPFnLT

Vice Pre.ident, The National City Co., New York, N. Y.
DLr% MR. SCU[OEPPL'RLE: For your information and records I am enclosing

herewith two copies each of the following laws recently signed by the Presi-
dent of the Republic, as follows:

Law 79 of 1931: Customs organic.
Law 80 of 1931: By which a contract for the exploitation of national

petroleum in Norte d Santander is approved.

That is the Barco concession.
Very truly,

Wt. J. SAMULS.

This much for the letters I offered in evidence.
I offer now the first message sent by the President of the Colom-

bian Republic upon this subject to his Congress. The message is
dated March 11. 1931. You vill recall we read the other day,
Mr. Chairman, the message of June, 1931. That was another mes-
sage. This is the first of the messages.

It was the purpose of the Government iII prorogating indtefinitely the e-x-
traordinary session of the present legislature, to obtain the expedition of
various laws which the Government considered indispensable for improving
the difficult situation of the country and for properly developing the
administrative plan. Various projects of law are submitted for your early
consideration.

The (;fl'ult financial situation of the country its forced the Government
to initiate a rigorous plan of economy to prevent a financial deficit, but it is
necessary to secure new fiscal revenues without aggravating the financial con-
dition of the taxpayer.

The following projects are recommended:
1. Concerning the customs regime.
2. Authorizations to tie Government concerning the phosphorus industry.
3. The unification of ill taxes oil the importation of goods.
4. The Government recommends especially to the chambers the bill by which

is terminated the litigation pending in relation to the ol Barca concession,
by means of which the Government hopes for economic and financial reper-
cussions and the pos-sibility of opening new prospects for national work and
of promoting the colonization and development of important regions of the
country.

5. Bill by which is approved a contract concerning the exploitation of na-
tional petroleum, aud deposits in the north of Santander. the old Barco
concession,

0. Bill by which is adopted a plan for national roads.

Message of April 7, 1931. This is the second of his messages
[reading] :

Anon., tih reoonnadation.s of the President of March It last wore the
bills (ncerning tile phi slJhors indoust ry nnd Ile bill approving a contract
for the exploitation of national petroleum and deposits in Ihe north of San-
tanler IBurco concession). The importance of these projeeis explains why
we again curnlestly lna :(w thMu.se rm innendill i his to-i lay.

(Reasons are i ven for reccouuiielld ill's the establi:hi ltent (f a
phosilhor)1s monopoly.)

The ol her bill is recomillaended by the Executive lpowelV( most cmljmtically.
It approves a contract concerning lie exploitatioi of nat iona1l petroleunil and
deposits III ihe north of Sanutauler (Bare.. concession) which was signed by
the 31inister of Industries, 111l1 the President of tile RIepublic and all tile
executive cabinet take tie 0Iportunity to express their approval.
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This hill. whih Wa.s presented to te 8enatet. Mlrtlh 5 last, was studied alnd

carefully discussed before signing, by the MiNi.Stry of Industries and in a
conference which the minister had with the Senate committee.

We wouli repeat what has almost unanimUous consent if he tallied about the
giva r illiolrtlalice of tlie solutlIiiin of flli. bus.ile.s. The resionis which 1 counsel
no delays are of diverse kind, hiut nil of great imimportanie. It c'ani lie sald
witliiout exiggeratioton hlt it lils projections not only within lhe coiltry hut
also econollm ic at(i finanlhil iies in the ii ternabiunl fleld. It is our eon-
vii.lioll that. a)lotig otite. Considlera t ions. this c(ntract must he approved:

First. because it solves a (oniilicalteid litigation whih for years has pllr-
alyzxed the development fi one of tihe petri'letilt regiolls whhie the, country
considers very promising for its future. The judgment which seeks nit end
of these (liffervences on a basis of (quily and friendly understanding, is without
doubt preferable aild much more belneficial thall that which r(eoellilnds the
contililitiOll of coitroversiie anid litigaitsin which, whatever tlie verdlet, make
difficult ia frieilly cooperation of mutual benefit to the prtles interested. In
place of the uncertainties, with which the way of litigation i. full, W itopiose
tt s tth-nielit iccepited voilunitrily aild in giod fitith. huth i y the (loveriiment
alldy Ile te C)mnliltles i tire-tei1, Ia setlellnieutt ill which an ittenipt liiaz been
iiide iii liioiiZe fli, interts of" both parties.

Second. Ieciise It elitiiintes. i que stiol which l hts il lte itbitlhnal iller-
eussiolis antu tile ineidelts of which ii hist years have oieaisioned :I diplonittlie
coriesiilelice iof it Iolie scarcely cordial. The resolute hhs pai,.d uit sti id
]1ii'(o colieeshlli formed tlie slliject of diverse conuillillert , tieiot only ii the
country hut lihltrolid--commnte s which filled pages of Etilr(oita ii id Aliier-
lean financial publications-and while we persist in naltitainhltig that at all
tinies the (overnnnt of Coloilalhis li e i within the standards of correctness
alid justice , it Is desiiaile for our iterniationil reputation to give lulthlable ploof
of our ,iicere lroiiostl to solve, with It judgment of fairness and friendly dis-
positiotn, the differences which arile with foreign capital, to which we offer
not only the protection of our laws ind of our courts of justice, but the sincere
desire shown hi deeds to attract it iitl give it ftililhs for ezlaliishilig Itself
with us to our mutual profit.

Third. Because this contria(.t opens proipitious hori'izons for lit, fntiteiil
possibilities of the Republic abroad. The good reception granted in the great
markets to the initiatives not only of the Government lut also of private ilisti-
tittons it order to seek for credit an aiple cooperation. which permits our
natioiil resources to lie developed on the large scale which we till desire, do-
pe ids lit very eonsi elralle part upon the plresitahiti. exelplit flloma Contro-
versy, which we (-til nitike of our sources of wealth, showhig that they tire In the
process i' elitig enriched by labor and c.alpital of Iiotanliilice. There is iinot
the least doubt, oil tle contrary It it tin evident fact for thioe Wlto ire ftimiliar
with the financial potentialities of the comliatihes with wheh tgitilhithn.4 have
lieel Inaide, tiit they call coolerate With thle Gove i'iliilnt of Colombia not ottly
in thie leveloellnnt ln( exploitation of letroleun, whih ir t h  

objects. uf
cottcesshiot, but ilso in operations of credit foi' tile evoiioniie devhlotpnutit if
te couiiry, today interrupted, and for the renewl. Ili dlle til,, of a policy

of public works which the country is not able to cairy oil, iitd without which
there will lie a sttliltiolt of our prosperity andil it will lie il possible to give
effective impulse hf) the cotmnnio losperity.

Foiuirth. li,,ause in t his ilotiitiln tithie live lii licolrirtitiled ('litls es.,
thle i railtii lioii of which will ijiti the wtly---0t'ih tle ci'strui'ioll tt il oIl hi ie
which stil'Is froti h,1iitililti telritu'ily aidi teriititis lilt (i 'iiliiiii phirt--foCoinll)ill', ii 4' 'tlollfr ll oillr impot anlilt ie'(,riolis, nowl~ distiilit nlild sol liloled, to the

polilt of its olliiierial 1111ihn h tilig cmisidierid 'aihmost Utili . whihh. however,
wheui I!his wotrk is ,('ltililel, . w\ii lie milit iill iii wily itot oIlly exticlily liee-
fihil fr1iit Ihlaicia! lloilct of vhvw. built li) f'liiii tle li les.s4 iiportilt
view'liilt which see,ks Ilt -l cilietill ,f I ie \'a iiiii -vccioltis f the Iteptbli Ic,
ct'eilt lig i:iil(t-g ilii l14tt11k of c aiiiiiiiity of lil cii's , s. \ i.hit wold firttifyttatl iuutull ,setit iiti

Fifth. LB,('Iiusl, it is (of grial interest to tih leiepuhblic to I'leat e oi till its
frouiitirs itele ir capiltal tilel fir rilk whill, tlling iltiiie' o11. Ia ws .iil out'
allitllity, w,,ulil hIv.'ilZ,. with ile iiicIai 'y fii i ',ii'iti,, Ich i lis i trh ll lietivity,
tle rights 01' o lW lilhi attl% 1'cstii'- it i hio1 i vi g:11id' t , iiip e 1' iiilltt4it j a ,oy-
erv,* -liUy. Sili., Ih(, !-I',il,' t:10,I ilhe leri'i', to \vih ile tili'it t ends
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are scarcely p)oplaltedl and Isolated ftoiii tile rest (if tilt comi~ltry the concluded
legtiatil1 will ser've tit give illillalste to thle works of clonization llt1( to

lopvilate these regions which are tol.(ay deserted and l i ieed of tile civilizinig
actions of thet State, anI action) whlich %ve will be able to exelt ill initelise forim,
imposliisible undiev lauseilt eirctlulstlles2.

Sixthl. Because although thet crisis which the counttry is enduring to-daiy,
call aIt last longu, it is c'ertainl thoat at nego0thiit ion like thait culuthlld(l with the
South Amlericanl Gulf Oil Co. ad tit(, Columiani Pet roieuml Co., -vrvo's colIsil cr-
a bly- il t101 t I'IilbO~lt5l5alsycliolo-leal factor ill' ulilmli able
importance, to establish at hlomle confidence Ii the re'storationl of1 nationall activ-
ity and1( to create, rightly, abroad tile assurance that we are using aill our
lL'ioul' l'(5i ordeltr t hat tilt econoili future (if (ie( colilitry ily have the firm-

'1'raislated by the Library of Congress.
Senator *J( 'iNsoN. Cha.Mi (uirmain. I ha~ve' ree'ivedI vaious

Coll1illltinicttio is, whtichI I feel it litiy duity to subhimit to the chltil'fllll
(If this comminittee, and Which, I think, it' would not be inalppropriate

Blit hr'4t be fort' I si!l)lllit, thleml, I put ill tile re('lml ,I plllihlet (If

tile Nattional (City (Co.. entitled -. Foreign D)ollar Bonds.- made iv
19:31. whicht ('olttillM it page' headled ** Foreign Bollil Stiggestiotis.''
lIn these I'oreigil Bonld Suggr-estions I find ( ']tile. Lautalro Nitrate Co..
Mortgage Bank of Chile. Sao Paulo. and1( various (otiters. And I ask
thalt it may, he nldit ar~t of out' l-ecoi'l.

The ClIAIIIMAN. S(o ordlered.
(The panpillet o~f tite National City Co., hleadedl -Foreign Dollar.

Bonds,'' is lti'e iprillted inl tile record ilt full, ats fohlowV :)

FoREJo; IDoLLAtt Bo.,is

Numlerouls si,-,-s 1 hilt to at rftvloliblie ouloo1k for thle 1,0111 lni-laiet duing l
19)31. Time iihony rates oil the New York 'Stovk Exchlllge all' 110w lower

oIf tile i'&del'll Reserve Bmi1k ot New Yfork Is the lowest Ill [he history ot tile
Federal reserve systeml. llt thle palst, lowv interest rates iad dleiiuig com-
11101 lity IlcsIllive illvllaly sieliid hlighler prt'ces tor fixedt inlllulle 4ectlr-
tCes. Hlencet, with lower commoldll~ity prlices. 1all1t with prspct OO11l5il' clitillleli
low interest. rates fotr it illlllit pitod, iintskf tfiltot's alt the 1 'egillllilig (If 10)31
would seein to aff'ordl amlllte jlustilcationl fo~r opltimlisml regardling tile bond11

ill toll' is Illtevlly In ev ahellcv. ()ll tilt? filit u 11:1111 Ili t-lel still exIi s .1 -l'lI1ll I

Speccl a ilIic cit Ili Its il he illsid t-lil till sill*il 'mo s111tll lt'lil ill11

llSt lllilt 1.
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I u Pri Price orange Jan. 1,
sse Price on 1930-Feb. 6, 1931

price Feb. 10
1931 o 11igh

Antwerp (city o S. 5'. 1958 ...................................... 94 100 92 101
Austrian (iovernmcnt, 7s, 1943 ...............-................. 90 105 102 108
ilelthim (Kingdom of) 6's, 1955 ............................... 1 87t1 103 100NI 106

Copienligen (city of) 5's, 1952 ----------------------------------- ! 97Y 993i. 05.4 100"
Ilemnrk (Kingdom of) 6's, 1942 ................................ ti 106! 103k 107 4
little East Indies 6's, 1962 .................................... 1443i 1023j 101 103,1'
Frencl Itelmblic ((overnment of 712's, 1941 _---------------- 95 1264; 117 127
French Iepublic (Government of) 7s, 1949 .............. .* 94 j 120M

.  
1121' 1212

Greek ('overnmnt 7's, 1964 ------------------------------------- $ I 091, 97 103%
Imperial Japanese Governowt 61 's, 19.54 .................... 921i' 104Vi 1011j2 1057/
Lyons, Marseilles, Bordeaux (cities of) 6's, 1034 ................. 9212 104% i 102w 106'
Nord Rlaiiay Co. 6,'1. 1950 .........-......-................... - ,2! 16, 102/, 107I
Norway (KinJgdom of) 5's, 191-3--------------------------------973j 1014 964 I111-,
Oriental )ewIopnocnt Co. (itd.) 6's, 1953 ...................... 92 i 98 92 100
Oslo (city of) 6's. 1955 ........................................ ... ii 101% 961 104
Paris-l,yons-'leditrranean It. It. (Co. 6's, 195- .................,- .3 1 104 102 1067/s
Paris-Liyons-Mediterranean It. It. ('o. 7s, 19& ................. 1 93--4-- - I01 1034 1071,i
Paris.OrIhans It. It. Co. 5 19, 1 ............................. 90 I 10 1 9!(14 105%
eile departmentt of the) 7's, 1942 .............................. 9W : 107% , 101 10910

6oissons (city of) 6s, 1936 ...................................... I-- - - - 1(15 10'. 107
Rweisti Government 5,.j's, 1951 ................................. 9 ' 1 102)1 107Y4
Switzerland ((overnment of) 5 - 's, 1916 ........................ 97 ' 105P 1021 1WO
Tokyo (city oft 5)/'s. 1961 ..................................... Y9 924 873 931/
Yokolamra (city o) 6's, 1961 -------------------------............... 93 

97
!.- 93, 9 I

United Steel Works of lurjacih-Eleh-)udelange 7's, 1951 ....... 9212 105b 102 107's

The above table consists of foreign issues willies not only showed dulling
1930 a degree of I'rice sttldility equaled only by the very highest grale do-
mestic securities, but which are also now selling at prices considertbly 11b(ive
their original offer'ig basis. This list includes governmental. municipal, rail
r'oadi l1(i industrial ionds of 10 countries. It Is, of course, nit representative
of the entire fiHeld of foreign SCtl1'ities, but is by 110 In(alls exilau4tive of tht
:)li'ntillert of foreign dollar bonds with sphldid(l 1'('iirlds of stability 11111
alpr'vatl!(III ill eric(,.

A1olhelr linltl'e oi' the fundamental security of fet'egll dollar boils as a
class is furnished by the record of interest and capital payments by the great
mlajority of il'rr(we's in tlhls nutrket. This record is 'xct'llellt 11it(1 is stt'li
Its to inspire cmifildence in the ability aild intention of our leldling foreign
debtors to Illect ta11 Coll)lllitlllll| itsit, they v'olle it,u. InI fact, manlly foreign

issltN ill r'('&'1lt years h11ve beeIn called before 1111turity at sttlnStalhl lilt-
Il1i11l1. i. The ((huep lilow lleselts I iiltlbet of foreign Issues of wide geo-
grahiai'll distributltiOl which have ielt or I' ill the pl'ocess of btillg clled
before m1alurity.

e ntiei. Increment
Isslle o ted in principal

.mount prie redieli)p- over itr-
I I chase

price price

City of ('ojienligen, 5-,1's, 14 .......................1. 4$15,000,000 9312 100 $!t7, 000
Kmil'i if lelgium, 7,1 ..

, 
1915 ................... . .50,000, 000 5!,!/ 115 8.S75,000

(;overmnelt of Switzerimnd. S's, 1910 ... ...... 25, 000,(00 1 00 105 1,250,000
Itepublic ,f France, 8's, 1945 ............................. 100.000,000 100 1 M , 000,000
Solvay t (ie, 8's, 1927 ................................... 10.00.(00 1 0 104 ' 400,000
Klng(orn if Norway. 8's, 1940 ............................ 20,00.000 100 110 2., ,000
Kingdom of )enmark. s', 1915 . ........................ 25,000.000 100 110 2, 5M. 000
('ity of Zurich, N's, 191,5 .................................. ft. (ft. 6000,000 I; I 450, 00'j
('ity of ('hri!.tiatnia, Ws, 1915 ............................ 150 ,0009 im il .5,0, co
('ily (If lerne, h's, 1945 .................................. f:00,000 49 107 4,,0(0(1
('ity (If Hergen, 1915 ................. - ------------ - 4, (0, 0(m) 90 110 4-,0(00
l)Dallish (:'ok1idated Munie)il1 lOall, L 'o , s, 1916- ........ V): - -15, 0 00 I'll 1107! 1, 425,000
Killg tiio of Ilel-i . l'S. 1911 . . .................... 1 0. 000,1"1I liul m,7: 2 2 7270.(00
l'.eJd) ie if whilee , W's, 1b41- .. ................ ......... 24,.8M0, fiH I!9 I il 2.640,000
I ) Ill c-u Itel blie. S's. 1925 ......................... 2, !.M.I !AI 1 100 lOS 1 |25, (110
itepu|iiiv (if while .8's, 1946 -.........-..................... I 51 , 11) t.9) 1 i I, 102, M510
l sri 4 )rlemls It. It., 7's, i95I-- .-....................... 0,0 ).1(2., 101 1,025, w }0
Frenllh Maileanlli, 7's. 194)- - -......................... II).000,(00 91 1! 1 I. 210000
]':st railroad, France, 7s. 1951 --- _----------------------- 2(M, 000 7) ., illS 3,0, ,00
('zechhosoak 1tepullliv, 7!.)4, 1 4 ....................... 25,0000,000 W0 105 2, 2.,0, 0
lise:ler Sleei CorliralJim, 7s. 1116 .................. . 7,,00,00) (i 10:3 675,010
French line, 6)..*, 19.11 .................................. ,0.O000 1!) 103 342, 500

Total .............................................. 25,000, 0 ................... 41, 535,000
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This group of 22 issues, with a total principal amount of $425,000,000, was
solid to tile public for $416,015,000. In return, upon redemption, holders re-
ceived a total of $460,550,000, or a net profit of $44,535,000, equivalent to 10.705
per cent upon their original investment. ili the meantime, as long as these
respective issues were outstanding, a weighted average return of 7.85 per cent
in current interest was received punctually by investors.

CENTIRAL EUROPE AND LATIN AMEIICA

Turning now to the foreign iss-ues which have slowi marked declines in
recent nionths, we find in almost every iase that theSe situations are aspects
of the current world-wide business depression, and, therefore, must be consid-
ered as largely transitory. Particularly il the case of central Europe and Latin
America, we feel that the whohsale depression of bond prices, without discrim.
nation as to the merits of each separate Issue, lias beel greatly overdone.
The countries of central lturope have passed throligh a trying period of eco.

nolic ielieJustnileat shice (lie sulnner (if" 192) and ninny serious problems
reninit to be solved. These dillicullties have loimeid large ill tile public press,
but they appear less formidable if compared to the European situation of only
seven or eight years ago. As late as 1923, postwar bitterness was still acute,
the currency and banking systems of virtually all the countries of Europe were
in a state of chaos, id, from surface indications, the Continent seemed to have
been bled ieyiond power of recovery. Since then Elurope's resilience and re-
cuperative vitality have been demonstrated. Now, after a decade of recon-
struction and growing stability, with sound systems of currency and finance
firmly established, and with central bank cooperation initiated under the
Bank for International Settlements, there is ground for confidence in the
ability and willingness of E'uropean nations to honor their debts.

In Latin America, similarly, all of the responsible governmets have accepted
as a corner stone of their policies the strict observance of external obligations.
Furthermore, the revoluitomis which lust year overturited in quick succession
several of the leading governments in this part of the world were not of such
nature as to arouse uidle apreliension for anyone vith a clear understanding
of each situation. While economic distress amid unemployment caused by the
world-wide business depression and the decline it commdlity prices provided
added imomentin to the popular support for the revolutionary mnoventetits, and
thus insured their success, the basic reasons for the overthrow of the existing
governments differed substantially lit each of tile countries involved. It was
characteristic of each of the movements, however, that a growing civic con-
sciousness appears to have caused the leaders of the revolution to seek tile
active support of tie general public on the basis of honesty and efficiency in
the public administration. Nevertheless, lit most of tile countries Involved, tile
continued depression has resulted In lower government revenues, loss of gold
and serious foreign exchange, currency and credit problems which contribute
to make interest and sinking fund payntvtilts oil external loaits inlreasingly
difficult. While it is not possible to anticipate much improvement while world
prices for primary comniodit'es remain at tlieir t'(,mcselit loWv level, Uiny geiteral
recovery in conditions tif world trade would probably lie reflueted most rapidly
inI the raw materiall p'odutciig collt iies oIt I,;tini Ailerict.

IEP.ATRATION oF FOREIGN ]ONDS

Oine ie|.:(l for the stability of forel'kil a1ds in (cerllill (liss has liell repat-
riathin through ti r(ch .ss by tnatiioals of tile issuhig: comitries. h'ilis support
uf their ow11 ohiligal ons ihs itecn pa i'ticulll y ho41talbi. ill the (Ise Of le Frelich,
Duich, Ilelgialn. Scami litmviai. allu Irish Issues, alld, to a le.Sser extent, ill the
case of Austrimi and (reck securitivs. Oil thei other hand. Iiglit itoitetary coit-
ditions at ione atulid the hick of ii (brital ill'st itlet power have ]i ell Important
factors ill the recettt lrice deceli,..4 -if c(itrtl Euriopa find Latin American
issues. As tusl ness i'eciivers aind ci illideltice is testotiltl we (ill antiilate that
the (uieti t thiortia if short-te 'li fl is it ltl Idi!ig |tutu1 c1ia1 ccillers will seek
fill olitlet Ill illiie ii roit l)le lollg-terll illvestnlelIs, tii thus caull.s, grit ii li ll
eu itig (if credit Conditinlts throughout the world. Fallimig interest rnt ts it
hlmne, together' with tlie high yields nov obtainable oIl dollar obligations, should
lead ill tiuit ti a more ritli( repatrhlttln tf these securities, and providee tile
basis for stronger :and more stable markets in the Utiteti States. Already there
is evideitce t' such a trend, particularly in tie case of certain G'rnmn issues,
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which are currently quoted I Germany at slightly higher prices than in the
United States.

In surveying the field of foreign Investments, one should not overlook tile
fact that many of the issues currently selling at relatively low yields, or re-
cently called at substantial premiums, were quoted only i few years ago at
prices roughly comparable to those of the foreign bonds now so acutely de-
pressed. Striking evidence of this change is afforded by tile list of securities
recommended in the first of these foreign bond circulars, which was published in
1924. This list with current prices contrasted with those in 1924 Is quoted be-
low and furnishes its own forceful commentary. Although of course no such
analogy Is strictly accurate, It Is well to emlphasize that these issues were under-

ri(c(d in 1924 for much the sinie considerations its now affect central European
and Latin American honds, and there is good reason to believe that the present
depressing iniluences are no more permanent In character than were those in
1924:

Kingdom of Netherlands Ws, 1954 ...................................................
City of Rotterdarn, 6's, 1964 .........................................................
Czechoslovak Republic, 8's, 1052 .......... .......................................
Japanese (overninent. (! j's, 194 ....................................................
Swiss Oovernment, ,51 ;'s, 1046 .......................................................
Republic of Finland, 6's. 1945 ......................................................
Austrian (ioveriment (ltd., 7's, 1943 ................................................
Oriental development, 6's, 1953 .....................................................
Republic of Ialti. 6's, 1952 .........................................................
Repuhle of France. 8's, 1945 .......................................................
Kingdom of Denmark. 6's. 1942 ......................................................
Kingdom of Norway, 6's, 1943 .......................................................
P. L. M. Railway, 6's. 1958 .........................................................
Department of the Seine, 7's, 1942 ...................................................

Price Price
June 19, Feb. 10,

1924 1931

•9Al, 1054
96 99 1 (I)
Owl 1014:

O0ll* IMHo
89s" 879W 1054911" 105
8M1 98
91I017 , (1)9 s

97 j 1063

77Yk 104y,
88Y8 107%

i

I Called at par, I Called at 110.

In conclusion. we believe that foreign credits as a class aie still sound, that
their past record enititles them to confidence, 011 tHint the future abroad holds
forth promise of eventual economic recovery Jlust its It does in the United States.
It Is not our intention to make a blanket i'eonintenditlon of all foreign bonds,
nor (1o we believe that any Investor should place too larg' II lirolirtion of Ihs
funds hi tills class or securities. Careful discrimination til sound diversifica-
tion in tilte field of forelan Investments art' no less e.ssentia lthan !it the case of
loiaeslle securities. Within the limits of sound invstnent lrineilles, however,

we feel confident that 1n1tny untsil hargains are now availalde in foreign dollar
bonds which will attract 11 stea(lily growing iUt1ll)or of investors. Iln SOlli- i(,s1
(leliending u1pon litditions, we believe that sound iil'i-isiceation warrants
placing 25 per cent of one's hohlings in foreign Issues, yielding. as they ilo tit
pre.elit, it lih-her average return 11111 lilly otllier ciliss (of ilv(i'Slltlits of cOmfl-
parable security.

COMPARISONS WITH IOMESTIC YIELDS

Ti(. chllracter (of these lilrgailis 111113' be judged by coilip rihg tit l -i'lilt
average yields on high-grade domestic li~o(ls with .0i1ds on I selected ifst (if
for i, J istites. As coiniput-d by the Sllodai'd Statisths Co.. ii--'rurr(e doneistic
bond yields on February 4, 1931, were as follows:

1'tr cent

15 industrials ---------------------------------------------------------- 5. 07
15 utilities -------------------------------------------------------------- 4. 56
15 railroad. ----------------------------------------------------------- 4. 29
15 mullicillIs ----------------------- ----------------------------------- 3.95

Average, 60 blnds ----------------------------------------------.- 1.47
We presellt oi the following page a list of foreig-n issues, with pil'ives and

yields as of February 11), 1931. which we recommend bolii f'lm tile staldloilt
of full(llelntal security fild attractiveness of yield. Tit' present average yield
on th,:e bonds is 7.36 per cent, or 2.89 per cent more than the average yleil on
ill higii gtaide doniestic bon(Is.
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Foreign bond suggcstion8

Issue Price Yield

,P. C1.
Argentine Nation governmentt of) ............................... 6s 19s 1 O).0 6. 74
Austrian (overnnent ..................................................... 7's, 9.57 961' 7.31
Belginm (Kingdom of) .................................................... 7's 195 11231 5. 99
Chile ( Iepnblib. of) ..................................................... . 6's, 1961 h0 7. 70
Cuba (lIepuldic of) ......................................................... 1 51 s,I 953 973,;, 5.71
Finlanil (Itepublie of) ...................................................... 5 '', 19.5, I l 7. 05
(lerman external loan ....................................................... 7's, 1949 102"/ i  6. 79
(lerman Government international loan ................................. 5f's, 1965 76j 38
(ierman Central Bank for Agriculture (second series) ...................... .6's, 1960 7. 78
German minerall Electric Co. (A. E. U.) .................................... 6's, 1948 6y'! 7.39
( reek (tovernm ent..... : ................... ................ ........... 6's, 1968 8. h 1 . 16
Imperial Japanes, governmentt ............................................. . 1965 93y 5. 94
Itlay (Kingdom of) ......................................................... 7'q 1951 95 7.12
Lautaro Nitrate ('o. (Ltd.) ................................................. 's, 194 -.69' 10.81
M ortgage Bank of ('hile .................................................. 6's, 1961 7 7.92
Norwegihn Ilydro-Electric Nitro.Gen. Corporation ......................... 51 's, 1957 9Uoj .5.51
Oriental Development Co. (Ltd.) .......................................... 51j'5, 1958 9

1
11  6.12

Panama (Republic of) ..................................................... 5's 1963 X 5.84i
Rhine Westphalia Electric Power Corporation ............................ 6's, 11155 79 7.97
Sao I'anlo (State of) .......................... ............................ 7's, 1940 1,7 9. M
Maxon Public Works (Inc.) ................................................ 7's, 1945 MY4 9.00
Vienni (city of) . . ..................................................... 6's, 1952 8-712 7. I.

'l'lE NVfJONAI, CITY CO., NATIONAL ('ITY BANK B'iI.L)ING; NEW YoRK

Ofllicv-, I hrlught jit thle metropilltait dilstt'ict

O0llr dlesllical(n foreign offievs :"tr(! m, follows:
Alb~any. X.Y. l)(1rth111d, 'Me,.

Atlanlt, (Ga. Portladt, Oreg.
Athuntti City, N. .. 1 l'ovid vnce, It. 1.

Ballilwre, 31d. Roclester, N. Y.
Birmningham, Ala. St. Lotzis,. 3b).

Bostoln, M s'.s. St. Paul, Minizt.
Bulff'llo. N. Y. Stilt La:ke' City, tillh.
Chicago. Ill. San Diehgo. Calif.
Chinillm t i. Ohio. San Franci sco, Calf.
Cleveltnd, Ohio. Scranton, Pa.
Dallas, Tex. Seattle, Wash.
Davenport, Iowit. Syracuse, N. Y.
Deliver, ('olo. Tacomia. WaSll.
Detroit. Mich. Tole o. Ohio
Uartftird, ('onn. Washington, D. C.
Houston, Tex. Willkes-Ilarre, Pa.
Inianapolils, Ind. Worcester, Mass.
Kansas City, Mo. Montreal, Canada.
Los Atigeles, califf . Toronto. Canada.
Lulssville. Ky. Ottawa, Calllad.
M( niphis. Tenln. 01lebee, (11'a it.

1ihlvlalikee. V'is. lolldoll. '. C. 2, Engld.
Mlilineallmlis, Minln. Manchester. Enigland.
Newark, N. J. The :el rz~s
New Oz'lean4. La. Amlsterdam.

Oakhltd. Calif. The lHagut'.
Omilth, Nebr. (elleva. Switzerhllid.
I'll sit hltii. Calif. Tokyo. .JItpalt.
I'hilli p ll. lhI. 8111hilla, Chln.

SutIhtto l' JOHNsON. I ofT.r fo' tilt re('or( a statement fi :.liht'd Se
by IIlu. R. P. Lamont, Secretary of Connti'er(, givillg Ime sleh tiata
as the apartmentt of ConmlIwec( has 11poln the con(essioM ; whi('h
hiVe been granted to American corporations and Americanls in
Latin America, and without reading, may I buihmit it as a part of the
reortd, )tase.
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The CHAIRMAX. It may be pripteed as a part of the record at this
point.

(Letter from R. P. Laniont, Secretary of Commerce, to Senator
Johnson, together with inclosure concerning concessions in Latin-
America, are here printed in the record in full, as follows:)

DEPAuTMENT OF COMMERCE,
OFFICE OF THE SECR'TARY,
Washington, January 1M, 1932.

lion. Hli.Am W. JOHNSON,
United Htate8 Senate, Washington, D. 0.

MY DEAz SENATOR: In response to your letter of January 7, receipt of which
was acknowledged on the 11th, requesting information on concessions in Latin
America granted to a specified group of American companies, I take pleasure
in sending you herewith such information as we have been able to develop on
the subject.

The information has been compiled from such data and works of reference as
we have available, and although it is not complete for the reason that tile
activities of the American companies you specified in many instances are
carried on through subsidiary organizations, affiliates and foreign ilnrolol'ated
entities not reported on. I hope you will find it helpful in your work.

Again assuring you of my desire to be of service, I am.
Very sincerely,

It. I'. LAMENT.
Seeretory oif ('onnwieci'.

FlEDERICK SNAREI & Vo.

('olonibi.-IUniler Law No. 33, 1931, the Colombiani Governnient was re.
iirtlid as having granted an option to Frederick Snare & ('o. to build ol a
(coii(cesso l basiS. new do(.ks it Cartagenm. It is believed the option ins not
hi(q-1 ixereised due to fail llle I I seif) re fiia(cing for the pr,( j(,t.

Peri.-In February, 1928, the Peruvian Government a warded it contract
to Frederick Snare & Co. for the construction of new port works at ('allao.
Tit, wuirk was said to have beeIn undertaken on a lump-suin basis. By suppfle-
nvont[i contract, snare "k Co. undertook tie inanagelient of the Government's
port woIrks at ('allao in the capacity of agents for the Peruivian Gofverlnment.
Ihtalis concerning the contracts are not available.

WARREN IltoS.

Available information indicates that Warren Bros. have not obtained eon-
c(.(iilns froi Lalitin American Governments. blt performed their woirk mainly
uttil* corntract.- secured on it competitivee basis.

.Ir.gvtiau.-Warrei Bros. 'o. of Argentina. it subsidiary of Warren lios.
Co.. oltltinel (oltralts in Seplemnber. 1925. aind November. 19201. from the.
municipality of Avelltneda for ti paving of sone 3514 city blocks. Snubs,quent
contractss covering paving in six other (ities were obtained.
Chil.-Warren Btros. incorlirated a subsidiary coinliiy in this Iteptiblie

in 192. In1 the same year (Jttly) they were awarded by the Governmnt a
:00.0t0 square meter paving contract in tie city of Santiago. i August,
1930. the company was awarded, by the national Government. a 600)0 square
meter paving contract in the city of Antofigasta. The company has also done
paving work in two other Chilean cities.

colonbitt.-Incomplete information from Bogota indicates that that inunlci.
ipalily awarded contrwet.q, In 1928 and 1929, to Warren Bros., principally fol
street paving.

0nhit.-Warren Bros. hidl for l rd were awarded a contract it Decemler. 1920l,
by the Cuban Government, for the construction of that seetion of the Cubtin
National Highway passing through the Provinces of I'iMar del Rio, Ilabana,
Camaguey, and Orlente.

ttuatemala.-Warren Bros. were reported as having obtained a contract from
fite municipality of Guatemala for street-improvement work. It appears that
the contract was awarded either late in 1929 or early in 1930, and was obilned
in competition with other contracting firms.
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ULMN 00.

No detailed and complete knowledge is had of any concessions alleged to have
been obtained by the Ulen Co. This enterprise has, at different times in the
past, been awarded construction contracts in Latin America. The available
information regarding these contracts is set out below.

Bolivio.-The Government of Bolivia awarded the contract for the construe-
tion of the Atocha-Villazon Railway to the Ulen Co. in 1921. In 1925 the
company was awarded a contract by the Government for the installation of
sewerage systems In La Paz and Cochabamba.

Brazil.-The State government of Maraidno entered into a contract with
Ulen & Co., in March, 1923, covering the rehabilitation of the piiblic utilities
of the city of Sao Luis (population 50,0100) ; modern system of sewers, water,
light, power, traction. The arrangement also provided for management on
the part of Uen & Co. for a term of years.

Chile.-The Government of Chile was reported to have awarded a contract
to Ulen & Co., in 1929, for the construction of the Re,.oleta irrigation works,
also, the La Guna and Juntas del Carmen Irrigation danis.

Colombia.-In July, 1929, the Government of Colombia awarded a contract
covering the foeas (te Ceniza project (dredging the mouth of the Magdalena
River and construction of port works at Barranquilla) to the Ulen Co. The
contract was closed out In 1929, although the work was still incomplete.

STANARD OIL CO. OF NEW JERSEY

Argentina.--The Standard Oil Co. of New Jersey, through l(cal subsidiary
companies, holds oil-land rights in the Territory of Neuquen and the Province
of Sa to. These rights, it appears, were granted some time prior to 1Q24;
probably in 1922. The government of the Province of Salto contested the oil
companies' rights to lands in the Province, but in 1931 entered into an agree-
ment, which is to be ratified by provincial legislature before the end of 1932.
whereby oil people, for a period of 30 years, will pay a royalty of 10 per cent
on total monthly production, either in cash or in kind, to the province.

Bolivia.-The Standard Oil Co. of Bolivia, t subsidiary of the Standard Oil
Co. of New Jersey, obtained a concession from the national Government of
Bolivia covering 1,000.000 heetares of land in the Departments of Santa Cruz,
Chuqulsaci, and Tarija. In addition the company also holds 581,000 hectares
of land in these Departments under fee concessions in accordance with the
petroleum laws. Tie 1922 concession provided for:

1. Drilling a well for each 50,000 lectures, viz., 20 wells in 7 years or (a)
renouncing portions not drilled, or (b) producing 2,00,000 barrels of oil an-
nually. or (e) paying Increasingly heavy duty rentals.

2. Paying the Government 11 per cent royalties on oil prod(luced.
3. Conces. ions valid for 55 years after which wells, pipe lines, refineries, etc.

revert to Government without reimbursement.
4. Company to pay no taxes except land rentals and profits taxes.
5. All controversies to lie decided by the Supreme Court of Bolivia. After

10 years difficulties to be settled by arbitration.
Chamber of Deputies debated cancellation of concession in August, 1931,

claiming company had not produced oil as required by terms of concession.
Decided that failure to produce oil as required was proper In view of world
oil situation.

Colonmbia.-The Tropical Oil Co., a subsidiary of the International Petroleum
Co. (Ltd.), a Canadian enterprise controlled by the Standard Oil Co., of New
Jersey, operated In Colombia over a 30-year concession granted by the national
Government on August 15, 1919. The original concession was granted to the
Colombian General Denuares In 1905 who later transferred it to American
interests. It is believed that the Colombia Governme-nt receives a 10 per cent
royalty on net production based on New York prices.

The Andian Pipe Line Co.. controlled by the Imperial Oil Co. of Canada,
which in turn is controlled by the Standard Oil Co. of New Jersey holds a 50-
year concession, granted by the national Government of Colombia In October.
1924. It is believed that this company pays a royalty to the Government on
the value of petroleum run through Its pipe lines. The Andian Pipe Line Co.
has expended to date approximately $30,000.000 In pipe lines, terminals, etc.

Eeuedor.-'The International Petroleum Co., a subsidiary of the Imperial Oil
Co. of Canada, controlled by the Standard Oil Co. of New Jersey, obtained
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acreage by denouncement under old laws, in 1916. Later it purchased several
private properties. The company Is believed to have ceased operations in
Ecuador in 1927.

Mexco.--The Standard Oil Co. of New Jersey operates in this Republic
through a local subsidiary concern known as the Transeontinental Oil Co. It
Is not definitely known that this'tatter company has acquired any concessions
under the new Mexicali petroleum law. It appears that its holdings were
acquired prior to 1920.

Pcru.-The International Petroleum Co., a subsidiary of the Imperial Oil
Co. of Canada, controlled by the Standard Oil Co. of New Jersey, pur.iased in
1922 the holdings of the London & Pacific Petroeuni Co. ilid its subsidiary, the
Lagunitas Oil Co., comprising the lands known as Lagunitas, La Brea, and
Negritos. In March, 1931, the International Petrolun Co. was granted per-
mission to use conillialy tankers for transporting oil to Peruvian coast ports.
Tills permission does not constitute a concession or monopoly, but is rather an
exception to the Peruvian coastwise shipping law.

Vcnezuela.-From available data it is not possible to show the involved
set-up of the Standard Oil Co. of No~w Jersey in this oil-producing area. The
Standard Oil Co. of Venezuela, controlled by the Standard Oil Co. of New
Jersey, and other subsidiaries hold numerous concessions for the exploitation
aind (levelopnlent of oil-hearinr lands which were olbtained from the Venezuelan
Government in the last 10 or 15 years. Under the Venezuelan law any national
or foreign person or company may obtain concessions from the national Gov-
ernlaent in return for which the concessionaire pays royalties, ranging up to
15 per cpnt of the commercial value of the mineral exploited.

THE TEXAS CORPORATION

(Colombia.-The Texas ('orporation holds lands in this Republic acquired
from private Interests. It does not appear to have any concessions in Colombia
and is not bllelire( to he developing or exploiting any of tile holdings it has
acquired.

Merieco.-A subsidiary of the Texas Corporation has lands in this Republih
which it Is believed were acquired prior to May 1917. The lands have been
developed. It is iot known of the subddlary company has obtained any
concessions to drill and exploit new petroleum lands since the passage of the
Mexian petroleum law of 1925.

Vcaezuiel.-Under the Venevuelan lais, nationals or foreign persons or
companies may ohtain concessions from tile national Government for the
exploitation and (leveloIpment of oil-bearing lands. In return for tile con-
ces~'ions granted holders pay to the Government certain small surface taxes
and ryaltis, ranging up to 15 per vent of the commercial value of the mineral
exploited. It appears that the Texas Corporation first entered Venezuela in
1924. and at variou times since then through direct concessions, transfers and
the acquirement of holdlnls from other companies has obtained considerable
acreage. According to Moody's Manual of Investments (1931 edition), the
Texas Corporation owns a half interest in the California Petroleum Corporati
of Venezuela which in turn holds 679,568 acres in Venezuela in concessions for
exploration and or development. Concessions in Venezuela tire valid for 40
years from the date they are granted.

SINCLAIR OIL CO.

('olombia.-.Availale information indicates that the Sinclair Oil Co. through
the Cordillera Petr'leum ('orporalon has contracts ('overing certiln oil lands
itn Colombia. There are no dita it hand showllig wlen or iow tile Cordillera

Petroleumn Corporation acquired its properties.
Me'to.--Tilie Sinelair Oil Co. ollerates in Mexico through Its su idiry.

the Mexican Sinclair Petroleumn Co. The subsidliry company Is unlhved to
haive iimquired Its holdii;s llrior to 1917. Tile lands have been developed. It
is not kiiolW it" the Mexican Sinclair Petroleum Co. liis obtained ally (,o0(0s.
sions to drill and exploit new petroleum lind, since tIme pisslige of tile
Mexian petroleum lw of 1925.

1'elale1cl.-Moody's 3Maiill. 10:31 edition. 4ate.; 11 follows:
1Vellezoelai I'trolouil '. (colmtiolled by Snelahit' C'onsolldated Oil f'or.

Iloratio), i wororliolted under Ih-mhlwnre liws April. 1922, to acquire and
develop p1ropel-ihis ft-llerly ield by Kmtnhli rdt & ('o. (Inc.), of New York
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and Veniezuela, has royalty or working Inte're(st Ili or1 oiwns 11 cocsolitjs .;ti
totalling about 182,0( acres of developed andit pr1oslivetlve till terr'iitor'y Ini the
Lake 51aracallio Basin and State o f Moliagns, 1'ezitielo. (Controls, through
subsidiaries, 385 petroleum exploration vuhces.sloll having it total area. of
approximately 9,500,00() acres. Contracts: Gulf Oil Corporaionl, throu.,4h sill-
sidliarli's, Is operating, exploring, and (developing Ini the Lake Muaracaitin Basin
10.161 acres onl 7 per cent royalty basis, free of till erpieises and ouit of oil
produced, and( 18,750 acres onl a royalty basis from 2, 2 to 10) per (cent free of aill
expenses and out of oil protitice. Ili the samie district subsidilaries of Standard
Oil Co. of California are dievelopling 25,000 acres.- onl ait e1r cent working Inter-
est basis and 08,750 acres on a 35 per cent working interest basis. Development
operations on part of company's acreage Ii thll State of Monagns, Eastern V('ne-
zuela, will lie started in 1931 iier contracts with C reole i'etrolemn C orpora-
tioni (subsidiary of Standard Oil Co. of New Jersey)I and( Veinezuelani Atlantic
iteilnin~g C'o. (subsidiary of Atlati te inhig Co.) Control : it D~ecember,
1928, Sinclair Consolidated 01ll Corporation acqultiredi 11,000) shares Ini ex-
change for 425.000) shares of tile capital stock (if the Apure-Venezuehan Pe'tro-
leltini CO., having an au1tiirixeil cvapitall of .5010,41100 shar11es, ownling certain c-oil-
cessioni to explore for oil and 114 lIn tile State of Apurt'. Veeiela. 24o1.0011
shoares of tile capital stock of ZAtmola-Velnczut'ia Petroleum Copora411ltion, Ily-
lng tini authiorizeti capitall stock of W)0,000 .4llares, Owninlg veltaill 4 olves., ons
In Zamnora. Venezuelat 22,5004 shares of tile capital stock of Eastern Z~tol'i
Oil Field (Inc.). having n autloril, capital of 25.000 51111res, owning ver-
toill conlcessionls Ill Ealsterit Zailoril. Vettezuttiall the t'al4it I sI oi of* the
Cordillera Petrl'ieumn Corporation, having tin authlorized c'aittal (of I.4)4K shares.
owillnil c'erta1in conctessionts ill Vtlel'.zilet' *

('oholiifl.-'i'e Solil i Aillerlcall Gufi ()iI 4 '44. 1141iill i it'- Iac cl lll('011s-

514111. Ill thle eaistt'rl pa1it1 of ( 'olia. Ii .Ta 11111. 19)26. Th'Iis cil lt-'s14in ww4
originally Pgrilltell to 4 ;t'tlt'l 111 11t1-) ( 'ololilllIt I1 ill 111105 for it Illil-loll (of 511
year Is. It wats tranlsroitliedi to Ainlll'rtil int ere(sts5 Ili 1918. The coticesslon llwas-

by I 'Iesiiit'llt '414'lelz till A tig4t 4 and11 Dtettil i'i 1. 1.1428. 'ii' l taer wats ire.

t'csslot li .Tiittinry'3. 19'.211. Ill .1111w4. 111.:11. t ill- ;llvi'rnt111il(l. with Ii IlIt'( tni 41

11(1ll~telllit 11)2. I lit'd Mx 6'i per (vet ilut 14 ilttr liiz e tIll ('I sl (It- fill.3 hE stt1j
rentlt't'iitloll i t'r It. I tlli111i3' to rI tirmee ro'l that Ist'i. I lI'T itS (l it is Alitri

i'IM'ies Iil ie C111h , i'(':i terlll it ill I4'14'4 y o ll ;l,(i 0 . , l-

ivll tt111.1vetlll'i13 aq illll'olllnr. li. Mexico prim 'ltC ltliyit 917 lily's imW. 'ilio

:0. 11111,21, Ill Di- iw !N to I llY Al. 'lltlforllld~ ,v r to llli I'll (')1.111 l I-i-1 l

Seltebr 1929. Int( 3.xial lla'i'I('1ihoiedtt( .111ply osl'i
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Irgeutntill(..-Avlti'Qhed a c(1ntrolling interest. it 1)27, Ili the ('ompania Tele-
lithiiilcit A igentiill operating it telephone service Ili the city of Buenos Aires.
lIn 11128 the ('otlanlnit Iiiterntictloal ti ie iadio (Argetntina ) was formed to-
operatte it radio telephole and( tlehcgrtlph servicee in Argentinia. A controlling
interest II the 'nlted River Plate Teleplione (Co. (Ltd.). operating a general
telephone service lit Arteitlmt, wis acquired in 1929). All American Cables
(Iic.), at subsidiary lof the hlitermtiiona 'Ireeiewione & relegraldh Co., has rights
(overilg the operation of a (able service in Argentina.

lloliria.-The All America ('ales (Inc.) has rights covering the operation,
of a calde service with Bolivia.

!ira if.-In 1927 the Intermitional Telephone & Telegraph Co. acquired a
controlling Interest in the ('omlnhltita Telepdnlica Rio Grandense, which op-
crates it telephone srice it the State of Rio ('tilde do Sil. Tle Radio
Intermi,-ciontl Ltda. (lBrazil) was organized in 1)24 to operate a radio, tele-
phone find telegraph service In Brazil. A concession contract is believed to
have been granted the conmpantty ili August 193). The All America Cables (Inc.)
hits rights covering the( operation of a cable service with Brazil.

('hilt.--In 1927 a controlling interest Wits acquired by the International
'elelittoe & ''elegralt ('o. it the while e 'TeleplhnOe ('o. operating a telephone
servi('e hit whilee . Organized the ('ompania Intertacional de Itudlo S. A.
('hilet In 1028 to operate a rtaio telephone and telegraph service lit Chile.
Organized the ('ollpllnia de Telpefottos de ('hile it 1930 in accordance with
the provisions of tie co ttession grated by the Chilean Government; has a
.50-yeatr cotcessiolt for extettdin.- line. to till part-, of tite country and abroad.
Tlie All Atinrlun atlles hts rigltts coverltig the operation of a cable service
with ( 'lhue.

0'0lotlmll.-ttl 19.21) it ri 1141o teldtone aii telegralphlt concesstlin was aticrthred
in 4'olilmniio by tltip All Atmterica 4'aile ('o.

it September. 1927. All America ('alles (Inc.) was given a concession by
flip Govertnmenit of ('olombhla for it stibaarine calile service between Bar-
raliqiilht. Colotllbill, at1t4! Cboll. and tlll i ii iti k over gove rttttellt litnd lite
blevei't lltetiavell fire id hiigola. 'ilonila. All Anterlea Catble.t obtained
it cl(e5.it ft iJtunte, 1931 to install at wireless. antd radio station in Medellin,
(olomblia.
The Itttetriatliotial Telephotne & Telegraph Co. wias grantted a conession for

tedio leleltotle ser'ive lietween Bogtit ad ilhenaventura Colomhhit.
('e-dit Riro.--All Aierh'it ('able.; (Ii(i.) bilt rights covmrlng the operation

oIf at (,ilh servi e wvji h 'Costa Htica.
Ctub.--In 1920-21 tlie Intetrtitloittl 'Telehltonte & Telegrtiph Co. acquired

1i iollt'oll i t Illerest ill lie ('Uth i Teliltone Co., alIso htIf Interest it the
('citl-Antrtiat Teiviltiin & Tele4varlit ('o. All Atnerlva ('ahles ( tice.) hits
rights coveting tlhe i eraliii (if it ablee service with Cu bia.

I),icon I ifIIbli'.--A II Atrtica ('libh's (Ilc.) htIs rights (overing the
olea'tion of 1 calh srv'ive witi lidiia Relluhlie.

Ii'itallmd1ir.--.%lI .tllii'ia ('all.,; Illc. has righlts ch. veliig the operatiti of a
valbe .sel-vive willh 1"t-1l,10or.

(Guiemtn,,,h.--Al Aicrica' 0'ilee, tI Il. I Iats tight, (' t'inl he opprltioll
of, a caItle Service ivilli (it tlla tellalil.
li iti.-All A itterita ('alh,, (I it(.) In 11129 trik iver operathtotn of United

States & IIii t'l'h,-,rallh & ('Ctblh Co.'s (.ahle fri it New Y ik to ('ape Ilaytien
ait4d Ilie ca';h, itl' h14. Frltlh Altlilh,' 'sXysivill '(iiicting Ctila, Iflait.,.land Sainto
]) mlllgo. 114)),111 1Ifv',. St. '|Tl41 m. C111-|1ica1l, fill(] Vl e/llX14-:l.

HIo d1 lwa'.---A II A\ltirle.; C'abh,.s (Iic.) msH ' gri ;t. civerinlg the operations

of it c at ivi str'vice witJili t llln-as. ''lh. Imi tl iirai (loveitittient in Atugust 11931
SI t1'o1ivllt ('i ti tratt with itl t the tital i Tele n ihti e & Tehigraph Co. for tlae
inslallatiot of at tt'w eiploie system ilt Ile city of Teglcigat litat.

.hll.ir.--lTe i llt4er1it1 t 1iia111 e Te liimtii k&l Tchciatlil ('o. ini 19)25 acllired a
i'iiiltii lhug interest In Ille 3h4xi'aiii 'reledihie & 'I'ehigra ilt ('o., Operatling a

('i' iril lipl , i .li .service in 3hixihi. All Ateicricia Cah.es (Ii(,.) has rights
owvr(iig the operatiti of it cai e strive with Mexico.

Nicarnaoy .--All America ('ablus (Iti .) has riglit coveringg the operation
of at cahile service wlth Niaraigtlt.
I'nll u ,.--AII Allierc' Ct1bh,. (Il(-.) Its rights eoverig the operation.

iif at ('aihh i service wt Ith Paamtii.

92928-32 'T .1- 12
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Peru.-Ail America Cables (Inc.) in 1929 obtained a concession to operate
radio telephone and telegraph services in Peru. The International Telephone
& Telegraph Co., in 1930 acquired a controlling interest in the Compania
Peruana de Telephonos Ltda. operating a telephone service in Peru. All
America Cables (Inc.) has rights covering the operation of a cable service
with Peru.

Salvador.-All America Cables (Inc.) has rights covering the operation of
a cable service with Salvador.

Urugtuay.-The International Teleplone c Telegraph Co. in 1927 acquired an
interest ill the Montevideo Teleplione Co. (Ltd.), also the Sociedad Cooperativa
Telephonlca Nacional, both (if which operate a telephone service in Uruguay.
The All America Cables (Inc.) has rights covering the operation of a cable
service with Uruguay.

Vcncuela,-ThL- All America Cables (Inc.) in )ecember, 1929, obtained a
concession from the Government of Venezuela for taking over the French Cable
Co. Tohe company was also granted the privilege to inaugurate a telephone
service through the ineiluin of its cables.

RADIO CORIPOR.ATION OF AMERICA

Available information fails to disclose that the above named enterprise holds
concessions granted by Latin American Governments. IC the enterprise has
concessions they probably were granted to local companies Incorporated in the
several countries with which comlmunication Is obtained. The It. C. A. Con-
munications (Inc.), a subsidiary of the Itadio (Corporation of America, wain-
ta.ns a direct circuit service to Argentina. Brazil, (*]tile, Colombin, Costat Rico,
Cuba, Dominican Republic, I'annnam, and Venezutela.

wI"sTI N(; ItO1;Si i(,I-:C n1IW CO.

Avrilable Information fails to disclose the granting of any concessions ti,
the above named enterprise or its sulsdliaries by Latin American Governments.

AMA.RICAN TELEMIIONE & TELEGnRAPi CO.

Vitba.-Moody's Manual, 1931 edition, states that the American Telephone &
Tee.raph Co. owns a ialf inerest ill the Cuban American Teiplihone & Tele-
graph Co., which was incorporated in 1911 11nd4 which Ihols a concess lon from
tile Cuban Government for mullilltille conlliliiieatiolis service between the
United Stattes. Tie nature alid terms, of the concession are not known. The
American Telephone & Telegraph Co., It is believed, has no other Interests in
Latin America.

FOUNDATION CO.

Available In formiation does not disclose that the Foundation Co. obtained
concessions ill Ilill nlierl"n, although ti, entoriprise hilt-, bee active in cot-
struction work it tlint urea during the past 11 years. The activities of th.
company seemingly have beei conihed mainly to Peru and Bolivia where it
coilst rtctefI roads, sanitation works, buildings. etc., mostly for the account of
the national governiiients. The comnilmniy has 1lso beei reported to have dine
ConstrIction work in .r'ient lii, (lii le. 11n1d C olomiibia.

.AMEICA.N & FORPIEIG;N POWVER COMPANY (INC'.)

Tlie aboi, enterprise, It is believed, (toes not have any concesslois ii T.;tin
America since it is priniarily a holding conlpany orgatize(i to acquire partici-
patim ill itlirathtig properties. Miny of tlie operaling properties, which serve
some Ti communities, hold franchib.s but the nautre of stitch franchises is
not known.

Iegariding time Anierican & l'oielun Power Cmlmiany (Inc.), Moody's Manual,
1931 editoll. states us ffilows:

"History: Incorplir itei Ull(dr the laws of Maine. on I)eeenber 19, 1923.
Its objects, as stated int its certificate ir orginiatlon, are those of holding com-
panics generally, 'ith i,,wer to i'quire and hild stocks and securities of other
corportit oll aid toi assist, tinaninIly (oit ot tr'iIi.,, thei cipora'tions in which
It is interested. It ik th( prhtry pIlicy and objecvt of tie ci ,mpany to acquire
securities representing colntrallh.. Interests, ill liublic utility (literprises, to co)n-
sollilate tile operating comnin ilavs into larger operating units (to tile extent
practicable under the laws of tie countries i which the coinpimanies operatee,
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to) : im;-Uy ibeir Corporate a11n( capital structures, to assist inI financing their
de-4c'~ cjt ibrough the Isuiance of the company's own securities, and to
N-uppi~y ze ibv ''lotrating companiiiies tile aitvaintages and~t ecootitiic of group

Ak Foreign Power Co. (Inc.) owns dlirectly or* Indirectly Sl)
sztautE- ill (2iOf the con(tfnf stock (and iII some cases vaious1i amounts of
preftr-re.J --iol~ its well as Certain indebtedness) of winpanies supplying electric
power . mu jight and other public utility service to it total (of 871) cmuin Iities
in 6**?-t Axgwitina, Brazil, Chile, Mexico, Panaman, Gluatenmala, Ecuador,
Cadom- - liezuelai. andi Costa IiCII and III tile International Settlement of,
Shar-z _ -Clhini. and sme surrounding districts. * * *

-~ r:- l'r' iilvrtls oif all thle Cubain conlpttinies theu owiteti, except thle
Stftr:z-vi i'roerties later dislia'ed (of, were leiasedl to the Conipania Cubla

iI r bim. e. . (On May 1, 1928, thle newly formed ( - alpanlia Cubami
.o ~-.~2 iiwhich i, controlled by H~abanta Electrie & Utilities Co., acquired

;J~r I l 'r' uterti es inI( Cuba controlled directly or itulireetly by Allier-
ib~an 'k Plo-~a1'wer C o. ( i11c. , Including prolierties lrevimlusly opieratedi by
tilt?:. o.'.n.iil t'ubiina de ElAetricidail (binc.) ;the electric has- property

~ot~owbned by Huzhta Electric Rtalily, ILiht & Power (C0., together with
uilt.~ witcr. anid ive preiriities formerly owned by I nba-Hydro- .leetric
;> -*- r-, ;-riij m iler properties in the Island of Cuba.
EwT it 3~tj . V1127, South Amierican Power Co. wvas acquired from Electric

* bairc ''o. foir 31M,175 shares of second preferred stock, series A. of
11 m YuFrehin Power Co. (filc.), accomipanied by 1,456l,7001 option

- I. -ti.y :wiuirol coltitld (if the Mexican U'tilities CoEl. InI June, 1928,
tllr)~ (X~b~i~()f .411ireg. InI September. 11128, C.omany's subsilubry.

Err,:7-za- L71i~icuas JBrasiieiras ac-quired the Wility property (if thle city oif
E'e~ '-.in',-iu'Iin~g i''amitoTanas& 11lwer ('El. ( EtEI. ). In October,

12s -'S. r c'PIitrictedi to acquire, as or Jianuary 1. 1929), frEiua Whitehall
E::.'" 2 -I I 'J tiit (I td. Inhtter's iltilugs in I Cile, anti Mexico). These
r~- ]'o ( '111luilania Chlen dtiiite Electiila ii tfl14a1.) of Sa atlitgni

an. .n].ide Eletricilati de Valparaiso, bth serving important cities' Eof
CIAI- -71b e1 e%("t cMad uif Sout h America. and Coiania Electricit tie Titi

A. 4%--l anaia Ilidro--Elctia; Puebla Tramway, Lighit & Power 0t.;
-''-iZ I lt Ligh~t. PEmwer & Triactiton ( Ltd.) ' 'mnIpaia dv LY, E-lect rica

y M.,*'trliz die Orizaba. S.A.: anti ('onania Elt-r late C'ordotba, S.A.;
'0 Zj-- 11C Tlliwer anti light and street ralilwaly service i Mo.xicE). Th'iere

wia- 1.L-q:'uroi. during the year, Control of otlier electric ptower aindl li,-Ilit
'Il J! \itxie''. including ose in, meiha, rortrein, Agiinsvaiinites,

Itm7z.)cawitecas, ittit Mazlihi ii. tilit ailsoi It'e waitter I iiterly (iEf
Ku nan.] 11 -trteet railway system inl T1oirelil.

.r- F.-'';:r. 12) company llirehased fromt At las Liguht & P'ower (0iE. ( itt.)
aJ . * -- t (-1..tIijiy's Interest inl electric supply inditrl I itli clE)1lili is EIi

arz Ar-':tma In Many. 1929, actquirctd Enluresa irauiguenma de' Lui'
El.-' S- A. ini MexiEE. In 19)29 silso actqiiredl t'iiti,411 of Nor1thern '1100te

.: -2- .: 1 '.-v'->l 'luient Co. (ltd.), North Stale Power Co. (tL-d), andtitle
-i-- rd-. .iLaijd lower -systemn of thle International Settlement iII S1hanghiai,

E -*1-9)-r.19.!1, acquired contl t of ('tapania Auiininia Luz y I-uerz-a
P-' -*-1d- L Teques, supilying- power and( Iii,,lt service in Los T1eilues,

11j 1 'evenier. 110211, acquired Contro'l Eof Enipresa 1,1 uz y lterzii
~~ Y nA Argentina. This company sulieis elect le lt(wdi anid light

aril s' ;rr ltl-iervice ill 'Menioza, iotiov Cruz, (iuaynialle-a, andu Las Iletas,
inr'.,. e awl lig-ht service itI Lu1jal (1e Ciayl anid Ma11ipa 1111d serves
a p (' ' reported at titlproximantely 216000~t. Oilier sminlli' properties were-

;.~; t-loperating subisidilaries inI Argentina during 1021). 11

Ov 1r14- 'P-"ei' a I it light anad sI i-et -1aitwity prirtqi'les serv-v Bl lto)
El -'. iof tilie State of 'Mintis (20eraes, whlichi were Itoug.,lt fromutIl the(

iof stthera B~razil Electric Cot. M td.), whlic iii iw lllvtt'ra I
; lpyiiic tlet-t tic powel* aiid flight and 1the lt tility 81-'rviit ill

t". Ii; rn1 A a i. I irac-iraba, Itititlit. ii d 35ti :; ille tiet I E~i5 ll til 1t'St tv It 'i
:21 tutu ld of '0niliuiblin '1TnEio Lutz v F'oirva (io i-ltorla lolillls. siil lit v-

in r:.iRi- p w-r anti light soerv'c In FlEIrlanlopalls ( tile vaiiptal (if tilt State')
41 . J nuI fil#] ttu In the 'Stitt ' t Simla ('attha li Eipri Me:t~ l-

___ V-1itoos tie l'aranngun. inI the 'State of 1l'onooit 1111;Itl Iit. tlvt'nu
17r.-11-(.1] elcItrit power anti light anti street-ra twiiy torolot't - 8siq jlyl nI~
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service' to Natal, elapitail of the Slitte ofIt'ilo (4yraiidi ip Norte. NuaIt'r.
smaller' prop3erties Ini the Stilt( of Silo lPaulo were alsi acuiuredl by it i,14i-hali,
Interest (the other one-half being owned by prominent eltizeiu. of India p ill
'fitt 1ildo-i' le4!t Het Agencies (Ltd.), of Bomibay, lIndia. at vionpany sulw~rvi~in.
opieraions of it group~ of ilytroe±i('tl'i( compies~~l . Th'iis gii[ iiiv'-4 :.r,.i
ti'iiiisiiiltS power and4( sels thIs power Ili the loeal ('lei-trit' piwv&r alt 1 li.Tt
midt street railway 'omplIal n IlBombay' and1( to numeri'1ouls ct'iton mills and utiIer
large power users there. Total electric generating stattion ealfavity I-f Tie
supervised compijides Is 183,500 kilowatts. During N1294 company 4iI444 .

Its iainilty Interests fin Spain anditat the end of the year owned wirti-rity
Interests Ii companies with interests in utility 1ropleitivs$ !in 4 asita. Jiaan.
Italy, France, (Germafny. and India.

*The most Imiportanit Brazilian acquisition during 1930) was the purcha-c.
Ii March. 11W0, of' thev secuiies of Rtio (hraideiist, Light N; Power Syrtolkiat-
(Ltti.) suppjlying ('leetrit' power and light and t ranlsiortatioil ."rvivei in rh.-

(it3' of I'el(4111 (population. 64.019))~. sta ti of, Rio (rif~nle do1 Sill. A~IIuik:.
tionls III C hile during 19*34) included conftroil of F'iniji1t'5i ih'(t rica de L Anih-.
s upplyli lc k oe n light i'vh've Ii Los Andles. andn 11) eitl'r ii nnuor.-
ities. and Cottpania Electrh'a (lel Departainento Liniache (Ltda. . 'Mpia
Blectrl('a de4 Situ Felipe ts wvell ats t i( elec,(tric p~roperties Ii 41il lilt I aid La
( 'iu D~uring I1930) lIfet'lis Werei'4 pucae Ii'iiltin i :ii I i IlIIll it I- inl Il
locaited( i I tIt( Pi'oviio'es of Sata Cl'aria. Mata uza s. :111aay.aiii41 it1''.

th liear(. aire loci ted genetral ly iiliiig ('44111iiIny's ti I'll a it in Ii -y-tIl. Ii 19:A#
th lie iS'( i 'leect l'a nts owlied by Al 44) ix vextii. S. A.. MI-ixIci. w.'rt* ;o'i il*-i

& Powi~er Cmii. iif 4 fil ia 11 El('t rh-li. S. A.. 14'iliiistilltz fri rim-.1*' !t i-
rilito 111syste'lis. series lit ci ''iniiitles Ii western M lia van tio 111 -vilht

eastern Jalisco4 . Ini .Ti, 11131. l';iiii aesai U''t iila- NvivI1 t;i- %%.I* ~ -
formedl jv'. a siihisidlli i hli~ii ~lll"' , t clit ifi Alil-i4'ill4 & FliL. i'1I*.
C'o. (111c'.) iiiterl4s15 ill MeXiil. Ini Alwrliit. 141,41. 014Iiiialilii i~Ei'-trif-a M-'Xu -' .f.I

Elv iva11 di' l'iii y 'VaX i S. A.. (4 . 1 4'1 ef I l tvi. pii jowit xvilif I rl i'.1 I--!.

l'41w'l' 014., will] liiiv 4ii1ji'i'I (if 1iiiiiitzm- mid dt'vi-144ipitlz vih ii. r

-itoi' 41:1 i Iil'ilii i l''Ili wlaig i'uiiVe iaiiiiiit in ii Ln4 iMiiil,i..' 7i.r'

s11iisirlliiiies vIs f2.it2' l'' l190 (411:.11

tory 44 mvv Siq Ils Its i 4i. Nlii~l NI 11 \i 4; 4 Niv It i11,I>-.lS . l f w!;

Maliefli.nIll of I erli (.4 it y I vi'it'iiiii 11 2-i. ' liie 1i4'iiii'sm t1il'a li-it I . If ! 1' ! A ,;

192. sitl I ltIliilS&A 1 411114 N. (. -1 --111 IN' I Ii-1, 4 'of nIt I .Ill .. I hi rit i ' h .~

B S AV ILABL COPY1 I 11411-r f.



2105

A el i -litrlli 19~294 of till J,1111,ito1 Nil tote Compan~iiy (Li. ,lwnilig lilrt,

!!! 1 1.11 "t 4! ci I to 4 111 4.s l.it*jilt~ ra lie te('s an 21 ic pl i v ilip(lilhltp 11 o ie t

In A I:Z V031. Ilw J ul 4,1 Cfiltal ,111 J ll t( x 'till Corpor'i o fii itlle
a 4, ee I to ll IOJIII i 4 111111 'lii att tr 4 e ;cChiut i lt-I whleiiiell Ili2 c li the of ile

'v I''ii5( jr eu 41 44e In o ti ti h. 1931 vIdiiltion tilltu I ll tll~g fl lie (llilliili3'.
* I ol itrle Of *eel h i elies ileie el it h~ 1;eihr iiae iiieitletiii 21).11,1311

act. f~l i i(tl Ch ill 01witelis~ sitit o oiifiie. filfuit (11. 4 lel-oaiseI

, v a llie' il ( hee i t i li,:: . , i 411 41 4 i je twle ti ee fir i e,~i ~ t r l il (wi4f le, ll .Z VI

* . .. .eliui':iiy l fe je~iI ce t11 ger il ieiii). ltil4 11, Jiilis litsii f it tittiih
Te J ca~lejt i~ eel 111.)1111 7il tII)~v tiit , ti A4111, 1 .$I 93ti lh. 36 te til 1111liii-

* 1 .e 4! it i, ! e r i oja il: 1of til te ij l pro ucive l me i llt Chle I'1411I:t1 ag ill'

to, ee l jlf J 4*40 : iie . Ch44 1:1 j. lii ei iti t 4ii tllt l ii oxii e 11,1111 tit (.v 111

wXuu llte il~lt 1 e.1; 111,t1h4 to fie::olil .w t ou l . atten-
.% is~ it rae d' e ll-t til Jo .1 ,)lti. lf1..tol o-- - - I -two era . 1 1 4444fe

J \i\e I ee l 10tlui c i i' ('c t . 1111 . 111o ie c-- - - - -.1 tv fir 1th .v li ll

New W ae i I m II i re, iiiliilll IiIiitI eeeollu Ite ll.- h )-----------------. ; filt-va ive44
Ne~ 'ii~to-~i N.4 ti.ite 'ol [tel. l---------o --- ------------- 514) lit11114v~l lv

PSSi'noiil eill. .fle\i 4it'1t :-Ill yv I1"4. -- - - - - - ll- -4- - -2 p od ct foil
:I~~th Nitii m'e il aktuh1l- ----------- t- \V1 I 114.444444 rve" 1,11 Ilvi

e1 ee i I ll M1it ,0it 4 'll. d ILt .00 l------------------------. 111 1 :120Il
tiecti Iu:i iltie -ee. L i i - - - - --l4 S75

I-e 111w!,itu y Jt teiv ii eis. f gj Lid.). 1-2 . 1 0.t 11411)4
1. Ii e I Z 1 4 I st. 4 'ecI I [tl. -- .- - - - __ 2. 1I). 11414)
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Senator' JoclxsoN. I may l'enirk to the chairman that inl some in-
stances the loans have gon~e 111111( ill hlllld-I will. not stly "Illflnl in
hantrd," because I do not produ11ce evidence of that sort, but the loans,
have been contemporaneous with the granting of concessions in
Various of thle countries that. have delalted.

Now, I leap buck from C'olombhia to 1'erti for just a moment. I
have inl inv hadtil l dir inail letter that camec to mie thle other (lay,
very, very recentlyl, from the present Peruiviani Ambassador to thec
Argentine Republic. It becomes a matter of SOine ('onse(jtlellee be-
caulse lie anlnexes to h1is letter a Statement of P1eruv-ian loans which he(,
says hie transmitted to various banks ill order that they might under-
stand exactly the situation ill regardl to the loans that were made
to Per-i. Anld therefore, if there hep 110 objection froml the cliairianl,
I will read that letter into thle record.

'The0 CHIM N There being no objection, that inacy be (lone.
Senator' ,J0iN SON (readfinlg)

(Japi.'oI, ll'in~~lgtoil, DA C.
1)EA.HmiSmIt: I IliVe f0ilowed Withi %ry keiil interest Anid attvijiliiil the spectacu.

liii' Ilii~eStigni lOu (It tit( SelilitliinIi'l misiloni I'.ga ling I ,ttin knuieilcan Ilans,
Specially Peru.

1 11111 at present A IIIISlauiit' fLei to the Argead ine Iteliuilile bul for the
last 11 years I Nvis living. lit tile uiteil state,; m ill Ii 1Eurove. l.e;guia (Ieiiortetl
me lia selitemliel. 1919.%il I was fiirceii to livke lin exile till till i'tild of his
government. August. 19130.

As ('illditibus ili P'eil were v'ery famiiliar1 ili file I dui ev'ertlilig tot show the
ba~nker's filld thea Americani JI oii the sem'ioms liium which ever.% new lo)an

Tl'l- New Yo' rk Jour'na (11 a o mm i tnerce, thle W~all Stt'oet Jo1 urnal, thle Chicago
Tribunle. Lit I retisa (if' New Yourk, hanve laililislid during, the*- Iast 11 ears
many articles lin which I exhibited the~ danger (if the uncontrolledi debaiuchiery
e~f Lvguin's government suppo~irtedl by it series of uijtitiillCel and onerous loints.

Int flie vear 1.i24; anit-, it waining to tilie l'iinki's whto %vert, tryilig toii lot thle
: 9(iiii)lii:ai of I hat year. I sent Ili the', (i'uityn 'rttst ('oI. uif New Yor'k,

the Nutbomil City lliuik., Seligmain & co., c race- co., andl many otiiher Amterican
coticeijis mli crestu iI II'erulv~aun Iii inlice . a very clear nieilnorianilnn show0%ing
co'(itils ill Pcu :111 1ti ithi th Ile future insolvency lin which (lie country
hail to lhe thri'own if' .sIl a loanl shld~ It loathtted. 'My ullvice Nvai ILgIoreil. I
Ii~idiie hi'eewith a c'opiy it' sauul un1'uai'rauoluniI ( 12(

'1'le bankeru. F. Keffit of tilie B3ankers Trust, went to So'uth America to study
fiiiznii'ilil cotlit ionl': Ill M-eru Aftci' (Iail ('NlalilmftiotIl of the' insuter hel eX-
pressed al a uiafi'rale i'oliiil 'aWithi regardl to thei pr' slleet lvi loan.

Ci lii ii s Inl'itu w1,-1ere well kuiow'i Ili tie(- Anericani conmierclal a tt aeW'
owil ofivers; of tilie Ameiricani embanssy lit Llnia.

I reiiieibc'i qui1te well that I received (lie biggest shuck of ma:.' life, as anl
exile' of I.(,ini. wvheiilit N'viai'r. 11927. I "tend theiv a tetcililt ;if i. miles
Poindexter. A iiihiss:11ir Oif I lie 17'li1(41 Si~V it(' t 10Her. (lit' (ic'a'ji 'a (If It
lectlure which i (i etivorctl at thle Universi ~k (lubi il l ig 1). . C.. I e!1ing
tlei 11ud1ienl v lultile Peril if Le~ziin was a1 ji1 (if prilvri&ilt itii'hi'l lOii Ivl'lt
Shitil tof I 'hI ictialor. I' lectiore wa, -it kind itf iuivititntl I'l 1iii Aiiemi''eal
Itilv(sio 1ii' h'uid uIiiiiu'y 11o I'ei. T''1 Iciitr o 'Mr. 1Mi l(- 111I" iii'Xl t' was
falil h-l Iilie Evtiltig4 Si. ar I df WA'l luu, (oii. 1). C., oiln li' lir~q \\ vik (of
Noveiiil:(i. 192T. lii thes', dbv ' MV. l'i'imele'Xter Ill lk lutii'1lu't wlil ttleklh1Ce
III New )"rk caicill 'Mir. .111:iii T."'i'tia, a1 :11et i tile laiiiitte. Ow' r'ul hi
oif Plei'ul.' I linvvi' nilda th. lint iFleix tho iii, t tli, )JIccei'tl'', 19i27. OIh ( tirt ite
of the III.-, l'iaii of $lUO.000.11)0 \itws l111te.

I wlt. to say, 5I'Mir. cli i ram a, that I I eh' hionevd Mt. Pi iiiiiextv(i'.
for whtoli I have a N'et'y hi i~xh mega111d 111 (,a it (loted hill taIhiis p)oritoll of
this letter', ani MrIt. 1'oi uuh'xter a;Mt llIized( Illei to 5itv thlit t li v uiltioli
of the hi'ttel whic alt ' li's to a Ill ns'lm ill Wh ichI lie p It i'i pat id
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with Juan Leguia, and in which he is said to have referred to him
as the "Crown PiSice of Peru " is entirely inaccurate, and I want
that to be in the record in justice to Mr. Poindexter.

The CHAIRMA N. 'The balance of the letter may be the same way,
then, Senator?

Senator JOHNSON. Sir?
The CllA1ICII.AN. 'fiT balance of the letter may be of the same

character.
Senator JoHNsox. It, may he. But there are things in tie letter

which we can check, you know, .s to the documents. This being a
diplomat, howeVer, ad it. the present tieic the Ambassador of Peru
to Argentine, I thought it lay tilty not to withhold it.

The CIMI,\.CNAx. Oh. I have no objections to it.
Senator JoiiisoN (continuing reading)
I pul tIshed several artieh s Its a ll'otest against tIhe financial t1i otination of

my coult ry antd I deiiVered a Iecture in cohlmIa University, New York City,
under the ausipt'es of Ihv instituto (1' las 1.pvafias, January, 192S, when I made
a public denunclation of it, method omaltoyd by certain Ibatks wihli dealing
with Peru, anil I then prt'diletd the alplproac'hing insolve'ncy of my country
victim of a very abusing flnancialisni. But everything was ignored and the big

loan was floated.
Excuse, Mr. Senator, nmy intruding ii this affair; but It Is so important

to the vindication (if my country.
I think that tlhl letter will contribute li t th to clear some faces.
I au ltorivtA. you to make wme of this letter as you may consider it useful or

p~roper.

Very truly yours,
FELIPE I3ABIEDA,

Peruviain Ambassador to the Argentine Republic.
And anmexed is the article that he wrote. The New Peruvian Loan.

Finance, Figures, and Valuable )ata. By Felipe Barreda, which he
transmitted,lie says. to the various 1anke~rs.

The CATItMAN. )o you wvallt tlat to 4,o in tile recor(?
SemIa(to' J(IiINSON. Yes: we will insert it in the record.
('The arti,.e by lv elipeo Barredia is here printed ill the recortl in

full, as follows.:)

THE Ni.:W* PlEI'VIAN LOAN--"INANC'E, i"(IG'IGUR,, AN) VALI'At.N I)ATA

(By F lilt' Iiarr-,(h)

A.'col'dill I(. i ll' tt'i l lll h ]kited ill I], Il'V.-)jIlLr- the P'erlviall (;'lVerh-
Inl t I lll ul,111 Ill i-'lio i I I,q tol.(lI01 ](.ll ill s-lus't' .'; the first OliO

Th' t'xt'essiv, itl Sat, of tItt' Iullit tlc (if Illty ntion is such , bia g dalww:cr io
her future, a d ( will Ial ti, .itt.h hig dilliult its I II t,' cr, flitrs, 111:1t I ttlii vt it
is fair Pill] Vie to Ili' |in lil ll IlIV 111111 lit' t'vt'ry t'1lllllt'e 1) 10111W l i)(l0l1l V 'ry
llllrt 'll t f :tIs tolic'trlt..oI , ill' l1t1t :.i.1 otllili 1l of lilt Ilotifii ilt witht , Ot.
Ilmtity is g',ittg o Ilt itvt-tod.

'flMA':II.,IEIT M,1 III*

Thv' 10 .0 l -ll i t I' Iv 'ri aI h lh I'It ! tlt ht' lh l i t,%' ,,. . , $ 0.061.2-10

(.Ul -ri'.,ll lllrl' i'l V .11I" \ ii f :1 l11,1V I il l l- ll debt.T i1l Ilht, y''Ir ID , ill w hichl Ihv' .l4-lll;11 (;,'ll111lit \\'.I.s illl'lrl tql ho
f'-m cl'lll] (11.1,; 4., Ili1, l4-liuhil,'. vo',q .,-tvd (,I" .1 v'1,4h .1lllllily 4 '" .1] , , 11:11 41h to
lh14 V1.,rlvi:lll ,1,'l4r)l l 1114.q'lil. 10-1-h 14ioi'i ~ " l' Igl'l g llw i'll ll.ill-4lud
w ith flho ;l, l 0",I!,I,,11I ill Ilh '''iv ' ,1911 : wlidl Illi .sirrlil:g- of ]:,:ll m i t Iff td In|
].l4ll1(boll Illi M 411 flll~ ';' :111 til-i- ilm l lllmlolllul o ' ik' ,1 ,1t

If 1 ' 1 1 -'ll , h o. l a.'I'ellwil Petl'lllih. ]1' l -tlli lll c'm-p' at mll)l ( 107)

',\lli, Ii \\',t, 1:111 1 1-. l lq 1 . Ih I l .:l (Ifi\'.1', ll'l i '111c i it va l II lil 'v d 111:11 ( 111.-
il,.. Ihlo p~i'! I ' 1 % ' llo ( p~re'v 'I (l \ ''lll' Ill 11411ll h l' [ 'r ,l t,( he
v'x14'1,11:11 dt,-l 441 th~'. M -'n h i' l l':111,11111v:m im (it' th.at',.12 ! l i -, i itv I 1 1 | ilt!

.. . ll I I
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L('e'en and at halif tlies its mul-li as it was tit he ait oif t he exlt'iiiil flll't oIf
the country li tlie year The5.'fu totiidi jilillel ('xtl'lil anad itvnrial lht
ictudii the( new loan of $lti.titl? will ainomit to - ,7,2Lil;.2lt6. It vail lie

also nothved tilt the present G~over'nmntt of the Counttry (during till' past sevenl
years lims inc'reajsedl the public (debt lin ailn tottt (ritl to 1move Utila sevenl and1(
it half times till, total amnit of tilt- (externail (debt 11inrred hy all tilt- rglivtrtl
zio'ils which titled thle Country for tie last 241 years prior' to the year 1920.

Wha~it it hig- m idl justi lied alarm woulId shake thle t11 tid otf thlt A toerica lilian
elrS if the I CioVPernmnent of t ii(' I'ilted State's listead of' enduiv iltIIa wie o'a d

it ioli, tine strange' resolui on of iiit'easlii ll!' public limits if thle ('(lillt y by
SVe llt allotl It hallf tiltt'.S 111,tiilll'Ii 11 it wast h le publlic (It'lit (if tilt! tiil el SIItate :
iby tilt- year 19240.

i'l I'LATiION AND EI)ftMATION (IF TilE PUB LIC )El PER;i CA PITA

%%1iiiil thle llii111tiitoll of a1 country 1% Coniside'red i s1 a pimilry facto 11 1 ) lii' I*stiliaI ti
tit-' tr'ibutairy enlinilty ot' the mtiton It is necessary tio ]Ito ,( till ulitmst cure1 so ws5
to consider~' only anid alone til- part ot til op 1) n ulo vol itlile andl lull 14illlie

Iisittrl I iS( '(('55li t' f itIP1 ('ilitt i ll I~h. iro l t-t ili 51'l'1i 1iti~M Ili V ti'i, itill. .111t t in Ill'

1101' ('iii of t eil li t I' y ll i to Wasv it11 I tiigil l' pohlist (ifl'l yais ut~til pera

c'liplin tIt $18.19. 1h111t tIs lli i 11 iii thale te t 111tlii l l- Wstill Wliiig oll

clit'd (0j) Thu I til yea i-0110. A tillit Ifoil I 'vat l et' 111 'it. f itil I i IIll ill Ill-i
hut iist lt I ontlylll 2,50I M liit ixi ayhat i till' I T 11111 2, tlliitl0li i-i 5.21 24htile

iI ll O 'tilet I iit i ti Prtto tf-coill ol il I ot Pe-11t' Cl i li fi tl l fltll l w tll l' p o mlill i
(i('1 tonI isumtiont c :%l ilI th I) lii 2 V0I'i p-le3 nreti irelly tiiiil tiilotr of li ltr'l 1(

Iii ll' Iaingvr til lutl t' we consl ider Ittillll (lllili vtill l l'4litito chill'

Per tiltil' hi24 ti(- etr 10!:t;. Anlfii.-iie iftolyth xi--1:1db

toil 11t ol-----------------. - $.90 which .isvryhg. To - 1i;tsIt
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The utinui mie'vlce (ift illt liet Pibilc debt will oblige ai disbursemnilt (If

$1 1,6047,648, thait Is 1 lilt 361 - per venit of lilt b ulIncoie of tile public
budget. If, whi'lil I t 4jtt'51 of114 tit( Etirtolitiii debts to til- Unlitedi St ates
Wasi ill (hisciisiioii, t ie( se-cret ary (Jf Finniiev of Ili beUnitedl St ates ii th liep'ort

tlei settleent ofItlii' Italin diet to thle Uniitedl Slates. togetlier with ile
seit lenlient (of (hle I toi ina debt IIlel Brita in rellreseiiktell i i ege1-a tit Itally
of 11.47 e (,(,III etof the( iiuai revenue and1( that this cliii gv wiis a ittle11 high,

serIvice oIf tilie public lfelit wvill tInke 341 1,,_'. l iit (If tlieta nua I lvennel of

t'I'll( it4'(seon Ii con~ t*V(~4't'' I everigWt fel i' i iif M-1ii ShowslyI hIlt be lieo

reiniakilli'le nrise.f (Ilit' ffilt'igii tiiiilt' 411, Vet'i as the Sit'tiil4'( Io Sliow
the( filiE'it'iiel obve.i Ii i andl vei hI 'ileI pro~sperity~ , lit'te pe(opl e f it Peiru. Andl
thut 13Oibseivet' Nill be' viii irvly w i-40 1 1 i tihi-'first inn11 I jll1w thii n g tit 4Ill
wmild~t be to 11ind Pllt which is tilt, Ilig sAn. thba ill Ilie ('Npllrt trdI IllI'whligs
tol fillreiti (Ilulilmitlivs '1i10 wliiel i s tili- shlzre tha~t ill Ow li" fiavor.ilmlt'' trade
bablinc 41' f 114111 li-O'lligs ti'll liign vallItlill that1 will ieinIt itl iitIll 'lt f41.1- nt1 .1111ies
ats a refund olt tit'- veap1iir ow s(It th S it'milinivll Pv1 ii (lliiaviii~.i andi Iiwotil,

Till' toltu I vli lii (it fill lie lligui 11111 fiir I 1,II wns -w hllliws:

Yen r

19I1. ---------------- ----------------------------- --------- 122. 7#10. 029
V147.-.. --- - - -116;. 359. 43S
1921.. - -- _-------------------- 2!10) f )17 I. S-t13

AS ii li ' Ill 14h lIlcd li ijrItil.l4'11.1fi' llev.III the, fflleigul trade Ill, 11ll1il1:4

I'll!) t'3 l9i5 heeii. Iee. b1y111 i5l~nvirvli 'lit i. lint 11111 J'rlit tlttillig tilie

ill'-lii ofil'II'tk tIlv 1,11 'vravM peibirf 1142-1 well ti l'lNitilit ['-lrll~t bIlli' ll-
vrivasd ills: pril32(1H114t IIIti iure 1is 4111ityi o fruil-eiicr ine lrti'he \%I41 iillllit
F19' :11 cl'Iijancetlel ii l'l' I Ifn i'ziiil hIlit e l tit' $1 .616 9 l\,ielldig t'it'llilll5 lif

list \aIliv iillitii huts l been iiivst.ili fooit 1c i of514'lil (It llto) 127u.4I411li

f't li i,ilfui iw WI~hou' tit lelll '4tuyear 121w M itslus or14 Iiexpotts ollill-l

- U ~
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The nionetary unit of Peru I the Perlviin p lund. equivalleil at ptl (of (.x-
clialige to $4.86. By tile year ItD tihe goll reservee agaiIISt tlie paper nlony
ill circulation was aroilnd til,) per (citt. (iii acolnt l the Ile"t 'u1a1leta ry policy
of the present Governinvtnt and tlihe constittinin of lie fnew Iteserve 1han1k of
1Perul1 tile gld reserve of the l'eruvini punid was lowered to 78 per cent by the
ent of tite past %elr. Bit even thlhat and ill dsp'Site of thils rt'tictioin the
lPermit ii pound witlh 7S per ce-tilt gtoil reserve Is yet one of the bes t alld very
solid nlietary units iii the wNorld. But thlie lepressioti of the 'rtivin lilouid
hits l etti so severe that only tfew weeks algil the t'rulvlihn lII1tlii wIS ltllltvl'
at $3.6;0. If the rledCtlnt111 (of 12 per -ellt g dd reserve (of lie l'trlitvii I lifllid
wohill explain the (lepres.im of tilt exclltlllge. tile pnr'e lit %.i;I tie of tlie 1'ertuvia1n
pOltlid should be $4.28. ''hlten tile iiiry s iere deloreshloni of 26 per cenit Ill' its
value nvitds aot her very different expltnut t imn. And tihe only rellsoll vhil ex-
philiis this big (lelire.- sioll of (lie ilertvi'l t itr-rely rests 1llenl it (lisftivorlille
forel.t trlde ballnce., Ill 111)1l .1il1 excess of puatynetibS to foreilgn CEmitries, pluy-
ments higher atni bigger tin tlie lavortllie halllnce fit tile erivialln fiIll' ig.li
tride. Ill aniy of liese cases the e.Oil0lc1. Ilitlex (tf tlle tmiJrdlill tr'._ ,ilits
ag1lillti diny lnew i llrelse 4f the e.xternal delbt.

The third econonllliC Jndex l'efer.4 to the (alticity of the ita1 1n1ll ilic(onle.
The Income tax on individuals and corpo)lratlons In aliady iti Peru as ill

any other country a source of iatiunal revenue. But tie income taix ha's been
raised in the cour!e of the last I(t years. Tlie very big and fa:t increase
of the public debt front the year 1919 to 1925 and tile tiew taxes levied Inl riderr
to meet the elitrgCe of the iew debts and the inrelused expllenses of tile Gov-
efrnlent, havc raised the cost of lhivit. i such i scale that Peru being Ill the
year 1919 a very lnexpensh'e countryy to live in, is to-day olle of tite most expelt-
sive countries. The cost of living in P'eru Is to-day us hih as It Is in the
United States.

The pre.,.nf (hpresed cnlditlilin Ef the agricultural industlies of the country
has placed then In such a serious condition that they are working without
profit if nott at a pure loss. '[ho inliort trading is isi a hIt lteirou. condlitioln
on account (if the very low Peruvian exchange. Then the income of individuals
and corporations has been greatly reduced durhig the last years, but at the
same tinle the taxes have been increased.

i such a strange and abnormal c-conollle situation any increase in the
Income tax will be entirely out of all sense. 'Then the einonlie Index con-
cerning he national income is also against atty tnew increase of the public
debt.

When nu(lyilng the llnanclal situation of Peril soine filets attract the atten-
tion of anN Impartial observer. During the years 1915 to 1919 tile total yearly
public revenue of the country was about $19,000,000; and with this revele
the Government at that tine paid all the public expenses (f the country, covered
all the financial obligations of the public administration and repaid and call-
celled more than $12.000,4 0) of the publi delit. But from the year 1919 to
1935 tie public ainual revellue hats increased to the antuil anilount of
$32,000,000. that Is $12.000,0H) yearly iln excess too what was collected prior to
the year 1919; and ill spite of this renarklable increment of the public iiconie
the Government every year hits been receiving htug'.e alnlotllts of nloley from
Internal and external lolns adI ihlus iticreattlsA the public delit of the county
by $,50.000,000. Unfortunately big shares of these ha have beei diverted in
ulnplroductive slibjeets. Ill pIynileit of floating delits (if the sllle (hiverlinent,
in decoration of one cities, vtv.. vlichl never will rillly tie Iilltiy 'o COmisitllieil.

h'ils \wu.y of ilissiputlon and ext rlvlgvltl(e Ig il tlhLz" the Peruvian iinances
stratilt into blltkrlprcy witli great hulage 1ll trole.s hnot oilly to the
natloin but allEf) ti) It(, leretlitor. s Poftli.

setatol ,J,tN,.tN. Tit.re cattll to t11e; Iroiti the Bohivitti ltllas-
saldhl tlhe other (111 ia t letter wlhich t( w k kl lo, to inlt ill thel recrd.land I (it it 1i'1 t i t he t' el161,1:111 4t ti- .tim li ittee l- t ,tt' or : not it

shall hin.-ul,v-te, ill the, record. a., I.. I think o io'lll ill ik-%
O~f the fNet that alrvtadv\ thereItl. h ,as ,; -i'l~~t ill l the tw a :tConn-
i111n1lie'ntiol tf'lnl lite if,,li 'it ( ,\'n' t] 'l .that it is It()( inaplplrtl-
prt'tim , thlat tht, lixi. itv, hI t't :-Il l h-, i, ,'nm ittelt to) , lV : his- +i,\<

'rhe,( tx t.t - I ..ve It, 4,41je<t it'll.
S mt,, ,, n-,,,,. A ll -ilt .in'r l. i.- , w letl, frnt tihe.

1) iv an Inini.-,ttor [.rtvatlin l :
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MY DExAit 31t1. .JOHNSON: 1 .111 fittli, Ii.% a13'rticle, T1ii'ee R~evoluttios, Which
%%a pub~i~lislR'(ill Il( he Wtslittit Bost ,I 31a ai'SgoE sal 1 Ie 'yo1ildll'ei it
ver t'3 h if511 ,-il opuld ( b '511 kind1( ('ill 'it-di to list his 1irtid11121 L'd s11 111 aDeXt
itod v of tiIhe F~ inance anud Inv1e.,ti eatio o mmiiiit tee oil Ilie Sellat e mi id tIl haive
it inludetild ill till li usiiites, .0 !I innt sv e as'V 11 riieindser whlent any1 i'(4it~nt101
Shld (Jhvi stuiie t' ad if l 'iv('Iiitg the~' arat i u of losi us', whsen I hope t hat my
IllisI Cli !"W ailsoI ite rei('l ing frl'ii msa k ing I''a is to olit-atIolinl gI ei lvlt
NAwil not Ile i--noi" .

JLeniiu.,i on -1 (0!'teill 4plily be d1(ttisisesliI E41l ill plr15 i sa ie,11 I0 whel lte

gilvei'l iiiieii I i V Vitiil. hgiesir ('oilltrvi.. wit Isilt allowil t i levdilits of plic

the 105111. Wh'ien I he 1922 loaui wn~a t mt'atteol withi 111iv in t here werie husndreds
oif people dh~o'i'os't al~l Jaiiled'o, ands the' pi'e~ ws lilsoidtt'13 uzitt/~l I duritu tilo-
negoit ion hs, and wlteti thle 192"; loasi ui - 1'nSsgt''cd itlIott, evenu st'nistoi5 weri

It wvas ill thiis 1a v .11a Atirlcan iitnkit-us hIpqlje sivi g-ove'i'ittotts to
'uislil il pi owers a itd 10111 thelir counitries ftuitciall3. Th1Ie life oif marniy at i('

It ol-sil andil ('4IT1111 It1 We ivdi'iiisi'it Iis bii'i'i jroloinged 01, ieseliedl13 by Mllielea
hiankeis. ainld tile 11101 iO supp5tl~l( to Iliiie liven borowedl. t'i le vi tisst 111(1 11111
of pubtic liiiti i's i Ivetn sqjuantderied upon ier'etiry' supp1)1orterts sitllSi

Ilot1itig t his Il55(3 Ill, ot' Ise toi yol1. ) ilt volCitgistilili u 'li p iagaint 111)01 thle
110)5! 1st tds 113'~w rc-ilt s bin g 4 'lt ii iei biy 3'('iit S ols.siig of 1lilo~fl 1Inte'rest ill
1111 so' iistteis ilf ssicl vitli importance to biothi North and Sousth America, I
lleg tll 'eiiu

X'oul V isost. St incereL friend alld noic It.
Luts 0. Anvr.i.i.

'Thei (Lm;~u~i~x. lie the pr'esentt ;iiibssa~.dot', Seissitru'?

Th'Ie (1s[.ut~.%N. Located here ill Was'hiiigtonl

iTe ati id lie lsst.-i inclosed' iS an1 article thait Wit,-s 1)uIlisht'(1 ill the t.
Alts-hiiigtos l Pos't. Sat in-day, Octobers 11. 19 . which T. flsk to lilt%,(,
prlinlted ill the retcord( with his letter'.'Vise ('1tA1~.%.N. It .11111V be s0 pr1inlted(.

(Tlhe t't ie 'IssW'41.Ilg ill thle Wvnlshingtois Post. Sait iii'd.-y, ()(toilet-
11. 19)309 is.h I- it p'ii ted ils the l'teilJ' ill full, a-s follows:)

SWashsisgtoss ho st, Ssltutoliv. oviolier it. l:'301

TsRE: REtVOLTtiIONS

B .11kLii 0. Mltilli. 1l''li'issit writes' :ii1'1 4slEIEEinit I

is i, ttsisis~ Ilwe st11loult of 1111CII' itit'sislo' ifiltilu. sandi sslmvlE~iltltile
ah:surd vollinuseits. Ilti-it urt ioslllihid by tsews'pallers liiil Jissigsi'Aiitcs ill thks
el'4)itit oi'ejii' in Ail Milf-ticat i i1Ift'st . 'Tho f ~i' ill 11 ii i Wsil) clitis'iii
of till, lisia o t1e3 Iliv hy'i 1 61 1 (si lott to Ililt pttiiv' %% l0 .i t-si'a (i-IttI itit i-ls
abhout tlila:s tw til' wiitt kit,N or. 1ttidei'-tsiid sttiliitlt13il lsss I4pjilltt~i'i

'1'lis' lsek Ill O'i'isl't'Ieisioti 5t5113 expli'iii why tll' ilt('I0!(i 1ssIip, liiviaisl

hiti~'i3' (tisIjsttwii ot'w Isi'jtgl uI() 't Ill o U111 Ailti-'iti~ 5 voutisE ('ii's 51 II

ill every i'(.411jii ~' i lf E t- 04' Ii ' ( casle. givi sss rise. too lilt I'litiiha 1 '..li~

to liiw stijiposill inavilioEtI" ELpii tiflhoti 13 ill VN'Iil Ilt tEE , is i .'aIa l Silitil
A .ki's-iicas ntseighboiirs.

,\It pl'e:-0'tilt, qdiu''. tile as'IIviill. :11t1ulle v'aO'of i4 Ow 'tli~ts iihh

'1 v.'Il' l 1 Si e'',s 1*4 'iiil'Vt ''v~i'ii l Is I 't1iledi SI.siles. ''si S lau'i,~ i
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the same erroneous belief when writing. it. reference to such en important
event in Plern's republican life.

Some of the previous revolutions have he'ii. as this aove-ilentiotied writer
says: "A curse to the country, for the selfish purpose of getting tile power
and the spoils of oflce, and meaning only a loss of life and lroierty. in. order
to substitute a inew regime that i no better than the old and accomplishing
no onstructive purpose." But the recent revolutions have been fought by
patriots who represented outraged ipubl' opinion lighting agin::t dictatorial
governments, formed by cliqnes of grafti 'cs. ended by Presidents, who believed
themselves to be God's gift to their countrle., and who in their med endeavor
to govern regardlless of public opinion had. In most eeises. ge,gel tin' press
and tie free expression of citizen., deporting or Jailing without triet any one
who flared to criticize their doings, accusing Ithene of revolutionary a('tivitics,
while, on lhe other hand. permitting the men who flattered thein to "sack"
the treasury with impunity.

It was to such governments, with perfect knowledge that they wer'e sqtin-
dering the people's money, that Anierie,.n bankers made extensive loans which
helped them to remain in power and ruin their countries financially. The life
of ialliy a dittorlal acnd ('orrulit government has been prolonged or rested
by Anerican banker.-, aetid tIe cioney supposed to lave been borrowed for the
('onsti'lletion of Iublic utilities l1.s Iii''ti !ill li'i'i''d 1Ii l iiill n'rcelltry s ill-
porters and sples. lW-volullon is tilt- only valuablee way toc straighten matters
up. elections being engineered and fitked by those in power.

In tll( future. conscientious bankers, for the sake of real pi'ogcess and
lasting prosperity, should make a point of not lending money under ally
circumstane's, to governments that are running their countries under the
self-protective measure of "state of sh(ge." whether declared or not. when the
press and the taxpayers are silenced by censorship, Imprisonments. anl depor-
tations, even though tile dictator may have a puppet congress. appointed by
ftked elections to give legel appearance to his doings. With such it wise
policy the bankers could stop many it government from acting Illegally in fact.
though constitutional in applecarance, ehlhniiati, thus In ccin, cases (ut (of tell the
need of revolutions. To (10 otherwise nealn. to enslave the inhabitants of a
nation to outside and foreign capitalism, driving the country, through moral
and linancil bankruptcy, to anarchy, also creating intense opposition to
North American enterprise In those countrle.:.

There was a time when South Americans caine to believe that dictatorship.
or stronghand government wa. tile one best sultel to their countries, lut the
ditatorship experiment lelt llcroven a failure in Latin America, es it will Ie
denionstratvd everywhere else In the world ; because no matter how intelligent
or honest a ditator may Ie', or how successful ils government may lp ielr at
thei beginning. the country will not stand for antideniocratle and mntitonstitu-
tional methlds.

The running expenses of a dictator atovernnient Is enormous on aecoulet of
he 1lntler' o4 spies, nereemary militia. ai partisans whonl it is necessary

to meintein in order to hold Itself in power. The railroads, highways. irriga-
tion. and till other works carried out by thi kind of government are infected
by grafters, and with such poor advisers tre outrageously costly and often
lecdly conceived. which kills the profits or benelts that could lie derived from
theni. Tile lolalqS, acquired with tll, alluring excuse of acceleritting the(' progress
of the country, heavily burden the taxpayer.

These Ileree revoci llte (,ale no.t lit' called "a* cu"i c' I lhir cil'tries.
They all'e, as well mleeaninleg. ('((lit, lyeh dlie. la riiorll' llme ltoe that freed
lc- New World frolem Eaen.illii goVel'lllil'elt.;. Tie'se I-v elelti;l.: i 1,(a UclqiUe -

tioclel y another lealhy step fil the Inweird eisircl to dcni iravy. They rep-
r'e'senl tle e.flI'i ts of exilil' it eli ,'l s Io fr,,', lIce l otlve' fri'li ll clricesivt, gflv-
erlmnelet.;. They have lbien (arrh4d oult by illell wlo 1el'0 rcely ti give their live
to stUlm'e it con11ttutloilm. deoi'it. ilid l.in.-t ;Ielninistr tion for their
countries.

Tile p 'iovisiontii g v'rneele'le tirce c,'llllpe .d (f for e 11 'l'l 'Uost r i't''ol'dl ire
lierf ly sctlsfectory to ti, lieIple. en(d they are dirctlnig all If their efforts
tip refirmic- aid lurghig lpul ' ecdncea straee lc. They cc ce .1l,:41 ret'e'eilhcg
the p clitihl parties ie all ('ndvavor to forn holnest an cll in ceble governments,
through hollest elections, it(l le freediee tIo suggest ied 'riticle.

Pollticelly, tIeere Is me' diluit tlhat ltter decys will shlne for t ,se cimtrles.
Economically, they are very seriously affeehed by the world crisis, bit in spite
of unfavorable condition. Bolivia and Pern are kinkhg supreme efforts, suc-
cessful so far, not to (]play peynlents (1e t loanls granted it utaily cases to
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their spurious governments by profiteerlng bankers. Although, under tile
circumstances, defaulting on such loans should lie perfectly Justitied. they will
do everything in their power to avoid such a thing happening. A clear under-
standing it this endl of the true situation might help them in their laudable
endeavors.

Senator JoiN.soN. Now. Mr. Chairman. I think I an through with
the.evidenee that I desiree to present, save ill one particular. I do
want Mr. Breck to answer the eomnmnication that I addressed to
him, which, having been written oil Sunday, it was impossible for me
then to submit to the chairman. and I sent it Sirndav in order to
give him tiie bly Wedlesday to send his reply. Hits any reply been
received from tim ?

Mr. STEWAwr (the chrk of the 'onmmittee). No, there has not, sir.
Senator ,jo11NsOiN. I will suibllit this letter for the record where

it may be printed. and ask the chairlni if he would not insist that
lie shall respond as to that account.

The (nutlu.ih AN. I will s-ll hini at telegrllni to-day.
Senator Jou Nsl IN. All right, sir. The reason that I ask it, Mr.

Chairman. is ]ilot alone because of the item, such as I retd to the
representat ives of tite ('hase Bank. but beva-e it c,ij),,tation of tithe
debit an1d tie (rf'(ldit sides of his accoiint shows al ggregate of nearly
$1.01)0.0K), and I do ii i ieisttil it. 'lheirefore, I would like sonme
exp)lalttion c('0nveriing it.

(The letter from t Senator .l ohnso to Mr. Henry C. Bieck, late,
January 24. 1932. is here printed in tihIe record in' full. its follows:)

JANIARY 2-1. 1932.
Mr. IIENRiY C. iEK.

New York ('ityt. 'N. Y.
31Y ] .tI SIi t I t is otll" very re'v l t'e' ly. Il 1 i1V1 , h:1l llt ,1101141111 hhlil It g#

over the IIecoilIt of .ht;iii L,,giiil wil) .1. & W. illeigleutlll & C o.. which wa'ts silt-
ni1tll. oy te' Iy li l "iilil'ce (oIIIuul t 14-' of Ot' S'in;I 0' ill the j liv'sl g;'i ill'
u ildet' So'Itll' I ,t lltioll Nil. 1!). T 1r('14' 11i(' e'ttill jl1 5 l I' of Ih 11a 'ccII'll. w iuiehi
'il i l I t(i'ii. vX I 10 Y l Pill Ite ll -i II' 1'l li t1 ! ll. 1 61111 ll filllc c ll-

('O1'11|1 ", flhivll, so that Yo 111. n o Ilt l - nt' 1,t1 toIhe il;(leflm -i'-bliveo t;" 'li ll vomi-

Ing to W ui ' lhilgltfI. -illd I wg'!iiI wt.l] if yoll will hit- g41114 I'IniIIR} I, 'xj'hlniiil
('oi' i itellls, P , Vlth|e Ic h 1 .raw it' a illt llot:

April 24. 192."': i1.1)1. 1 I Ite'ljl li" of 'ri 6 I e' 'l' ll. 93!-.., credit - $3s, 273:133
April :1o. 11128:

$()' 1i4 li lltti i ii (" l iti'. Ii pI '1" vIlll. 5 , 1 13: . 1%,. s/1 132i,
('t''Eit-------------------------------.................. 2. fi17. liN)

$34,000 Ih'juille of Perl. 8 pe(r ,1*nt 110/93. s. 2293!/. %2. 471. 3:;
May 1. 1928: $2.10H) lheltldie ef 4 -. itl. 4; le' cl. li 1 .. ..... 1.1i Oh .I /--
Julie, 1. 19,2. ('8 tolltills 14.,5041. '.t! , ', tt i.r -eut-- - --------------- 2. 1)55. IN I
July 9. 19w28:

$4.01N. Peru. l'iv'r (-.itll. 1110. 91 "------------------ --- :1. i2. 33
5!.000. l' 'll. I iu'i' c 'il, 1t11 1. 1) i .......... ... .. ..... .... 5. 5 23. -I f

July 10. 1924: $3.000. Peru, 6 per c'iit. 11160. 91 .------- ----- 2. 762. 25
July 25. 1928: $410. iM). Peru. 6i per ce. .11 . Ill 1-----------------30. 11M1. NtI
Aug. 17, 11i28: l. iii. Re'iulhl' (if Pert.l, 6 1ivr (e'iilI1 11. IN) ! .--- 5. 471). iN)
Aug. 20. 1928 : D raft I. Nat ionil Rooid ('o.. Liil. did ---------- 20. iN). IN)
Sept. 12, 1928:

$9.i0)0. Peru 6 Ih'l (Clit
3,48K), lit ti011il l(14.10t i'--------------------------------8 .1, 282. 25
$ 5 0 0 , P e ril . 6 p i ' c e n t. W -i - . .. . ... . . . . . ... .. . . .... .. . . . .15 K . 6 7

Oct. 4, 1928: MeVikir anli(1 I 'o--------------- .. ...... 4.4055. 411
Nov. 5. 112S: Nitilo atl City Itink ---------.-------------- '. i. lit

Nov. 30. 192s: Niitilill City liliik-_ 4........ .11 n. ll,
Feb. 2. 112!0: NatiltillI 'ity 1:ik -------------------------------. .IN. Iii
Mar. 6, 11)21): Natlionil i ty I hn uk-------------... -.- $. Btili, (Ii
Apr. 6, 1929: Equitable Trust ('4e -------------------------.-.. 4. 108. WN)
A p r. 17, 1929 : e lll.qe N itiona l ilk-.......... .. ... ... . . .. . .I H -2,( . 11
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April 23, 1929, Nation:al City Batik, Apr. 5 ----------------------- $5, 950t. 60
Apr. 25, 1929: Chase Nationul Bank ------------------------------- 8, 000. 0(0
May 3, 1929: National City Bank ------------------------------ .t).00
Aug. 3, 191)2: National City hank ----------------------------- 20, 000. 0Q
Aug. 1T, 1929: Royal Bank of Canada ---------------------------- 4,100.00
Sept. 3, 1929: Royal Bank of Canada ---------------------------- 8 S, UM. 00
Sept. 7, 1929: Royal Bank of Canada -------------------------- 10,000.00
Sept. 26, 1929: National City Bank ------------------------------ 7, 00.0 0

Apparently the bonds of the Republic of Peru were sold by Leguia to J. &
W. Seligman & Co. and the credit given upon such sales. Is this correct? It'
not, would you please advise us Just what these credits for securities of the
Republic of Pern mean?

The item of August 20, 1928, Is it draft relating to the Nationtl.Road Co.,
of Linia, $20,00). Would you least, give us what informilltion you have in
respect to this?

October 4, 192S, there Is an iteiin of MeVickar & Co., with credit to the account
of Mr. Legula of $4,055.40. Would you kindly send j. statement of who
MeVickar & Co. are, and the details of that particular Item?

November 5, 19-28, Is an item, National City Batik, $4,000.; November 30,
same year, a like item of $4,000; February 2, 1929, a similar item of $4,000;
March 6, 1929, a similar Item of $8,000; April 23, 1929, a similar item of
$5,950.60; May 3, 1929, another of like sort of $8,000. Would you kindly advise
us how these items arose, and the details respecting them?

April 0, 1929, Is an item Equitable Trust Co., $4,000. Would you make a
like explanation concerning this item as for those of the National City Bank?

April 17, 1929, is an item Chase National Bank for $2,000; April 25, 1929,
a similar item of $8,000. Would you please explain what these mean in the
same fashion as the National City Bank items?

August 17, 1929, the account shows an Item, Royal Bank of Canada; credit
$4,100; a similar item of September 3, 1929 with a credit of $8,600; a similar
one September 7, 1929, with a credit of $10,000. Would you kindly afford us
an explanation on these Items?

The debit and credit sides of the account show all amount of over $900,000.
Your testimony wits ais to payments made on account of Peruvian loans some-
thing over $400,000. Would you please state what made up the balance of the
amounts, whence they came, and any facts you may know concerning them?

Sincerely yours,

Reply of Mr. Breck to Senator Johnson's letter of January 24,
1932:

JANUARY 28, 1932.
Ion. HIRAM W. JOhINSON,

United States Senate, Washington, D. 0.
My DEAR SENATOR: I acknowledge receipt of your letter of January 2-4 asking

for an explanation of certain items In the account of Mr. Juan Legula.
With reference to your statement that "the debit and credit sides of the

account show an amount of over $900,000," have you not obtained this figure
by adding the total of the credits (or debits) in each of tile three accounts,
transcripts of which were sent to the committee? This would appear to be
the case, because the total credits (and, of course, the total debits) in the Juan
Legula account alone are approximately $858,000. For each credit entry in the
Juan Legula special reserve account and in the Juan Legula, reserve for Bolster
claim account (excepting credit entries for interest aggregating $1,329.84 in
these two accounts combined), there is a corresponding debit entry in the Juan
Legula account on the corresponding date, so that it would be counting these
items twice if you added the total credits in the first two accounts above
mentioned to the total credits In the Juan Legula account.

Turning now to the figure, above mentioned, of approximately $858,000 repre-
senting the total credits in the Juan Legula account, an analysis of these credits
follows:
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1. Deposits jmade to his credit as testified --------------------- $410, 400.98
2. Deposits made front time to tine to the credit of his account by

others than ourselves, including the banks mentioned in your
letter, and as to the sources of which we have no knowledge-- 147, 540.'75

3. Proeeeds of ,;ales of bonds owniid by him --------------------- 198, 445.60
lie purchased these bonds through us and the cost thereof

was charged to his account, being the debit Item of $193,624.92
on Dec. 30, 19')7. lie later sold them from time to time, as
Indicated in tie several credit iteats relating to Peru bonds
mentioned in your letter, and to which I refer further below.
This series of credit entries does not, of course, represent any
moneys received by Iim In addition to the deposits above
listed.

4. Profit on sales of above bonds --------------------------------- 5, 202.50
5. Loans for his account, which appeared on the credit side when

the proceeds were received and on the debit side when paid,
hut which, of course, represented no new money ------------- 85, 000. 00

0. Miscellaneous credits, 1. e., Interest on his balance, Interest on
bonds held by hin, interest on money he loaned on call, and
cancellations of previous debit entries ---------------------- 5, 607. 00

Total ------------------------------------------------- 858,322. 89
Replying to the Inquiries in your letter concerning particular items In the

account. one group of these Items represents credits arising from the sales of
bonds, described above, its follows:

April 24, 1028: $40,000, Rtepublic of I'eru, 6 per cent, 93,?, credit--- $38, 273. 33
April 30, 1928:

$66,000, Republic of 'eru, 6 per cent, 50/03, 8/93, 'A, 8/931,,
credit ---------------------------------------------------- 62,917.00

$34,000, Republic of Peru, 6 per cent, 10/93, %, 22/93/, 2/03%- 32,471.33
May 1, 1028: $2,000, Republic of I'eru, 6 ier cent, 931 ..----------- 1,916. 00
July 9, 1928:

$4,010, I'eru, 6 per cent, 1960, 9 . . ..---------------------- 3,682.33
86,)00, l'eru, 6 per cent, 1960. 91% ------------------------- 5, 523. 50

July 10, 1928: $3,000, l'eru, 6 pjucr cent, 11060, 91.s ----------------- 2, 762. 25
July 25, 11)28: 810,000, Peru, 6 per cent, 1960, 91 ------------------- 30, 080.00
Aug. 17, 1928: 86.000, Republic of l'eru, 1 per cent, 1960, 90% ------ 5,479.00
Sept. 12, 1928:

$9,000, Peru, 6 per cent. 3,000, at 10"% ; 6,000, at 00 .........- 8, 282. 25
$500, Peru, 6 per cent, 90 ---------------------------------- 458. 67

lie purchased $210.500 face amount Republic of Peru 6 per cent first series
bonds at 91 !/ , his I'count being deiled .$ $193,624.12 therefor, its shown oil page
2 of his account, under date of )ce'nber :10, 1927. All of said bonds vere sold
by lim on the New York Stock lx.hange, at different times between April 24,
1928, and September 12, 1928, and the prt'eeds of such sales were deposited
to the credit of his account oil the dates and in the amounts above Indicated.

The item, ".June 1, 14128 coupons. 6-8,500. Perui, 6 per (cent $2.055," represents
the collection of the semiannual coupon due June 1, 1928, of $30 per bond on
$68,500 principal 'mmount of l'eru 6 per ('emit bonds then held by hin, the re-
inaining $142,000 of l'eru bonds having previously been sold by 1h11.

The item. "August 20, 1928, draft 1, National Road Co., Lima, debit, $20,000,"
was a I)ayment which lie ordered made to the National Road Co. in Lima.
We understand that the nminey wis used by the company to pay for certain
road-building machines anid material purchased In the United States.

Tlme item October 4, 1928, MeVickar & Co., $4,055.40, was a payment made
to us for the credit of his account by a firm named MeVickard & Co. We
know nothing" further about th, deposit. I think MeVickard & Co. were the
firm of that iame. mettlbers of the New York Stock Exchange. The items:

Nov. 5, 1928, National City Bank --------------------------------- $4,000.00
Nov. 30, 1928, National City Bank ..----------------------------- 4,000. 00
Feb. 2, 1929, National City Bank --------------------------------- 4,000.00
Mar. 6, 1929, National City Bank -------------------------------- 8,000.00
Apr. 6, 1929, Equitable Trust Co --------------------------------- 4,000,00
AprI. 17, 1929, ('b'is' National Bank ----------------------------- 2,000.00
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Apr. 23, 1929: National City Bank, Apr. 5 ---------------------- $5,956.60
Apr. 25, 1929, Chase National Bank ------------------------------- 8.000.00
May 3, 1929. National City Blank ------------------------------ 8, (K0. (N
Aug. 3, 1529, National City Bank ------------------------------ 24), 00. 0
Aug. 17, 11)21, Itoyal Bank of ('anada --------------------------- 4, 100. 04)
Sept. 3,1929, Royal Banik of ('aullnda ------------------------------- 8, 10K). 0011
Sept. 7, 19Y29, Royal Banik of ('anada ---------------------------- 14. (NX). (0
Oct. 26, 1929 (Sept.), National City lank----------------------- . 000. 00

All represent paylaents itiade to Its fl'oiil time to tile by these banks for the
credit of his account. We have nlo kliowledge of tiht source of the above de.
posits to his account ether thant that these hanks sent the ioney to us for Ihis
credit.

InI the seconl itraigrapli of tili- letter I lo e replied i l detail to the in-
qiiry inl til: last partgi'ali of "oiily letter vottveriilng thie toltls ill ti l debit
and credit .Ades of the account alld I think thu t nolthig further ieed lie utidde
except tie conclusion that of the total 'redits of approxinately $858,000. al-
proxiiately ,$5;3,147.73 repieslts the tottil of money pild into his tc(*olnt
f1o1ni tall soill'es, includilg sulistallitii deposits of which we have no knowl-
edge, ind stll In ite'est e.ttilits. 'lhe rettma ider of 11111 iiIItiely .,2).i,ttMl
(loes not rehiresellt addItiiolil (hle4. iits. but v 'tst itlit s til, Ihiokhliepill, record
of Itlli pilrl('hltses 11114 salf's 11tii0 of lohlti I trlzti tiolls. its illo'e des.riled.

i trunst t1i1t the folcgoilg will stltply the oxlhlatioll iwliih you de,.iro.
1 tin inelostig lirewii I for voinr ii forlniatO owi." ef Mi'. Stri'atuss's letter

of evel date to Senal1tot' S',ioot. togtthe' with oli. of the' hiclostrtre aiv('coll
palllng tlm t letter, enlitilhd " StJet(tiviit of J. & WV. selgli til & ('o, eaid-
Ing Peruvilln loats, nad it i toliiilte't' 1i1 Filllillie of the IUnih(d stilt".
Sei,a1tt-, .lillllnry 2,1. 111.!:* "

Yours siiici'e'ely,
ll;xiuv ( '. lilh-:c',.

better received by the hai rtia n fromi lrederick Strauss., .J. & W.
,Seliginal & (Co.:

.1. & W. Sr;itM A.
New 'ork, .hirm,tl!! 28, 193?.

1-Iol. iE:ED SMoOT.
('it yirn'litt ('oPuuIa itn e on I.'itaniie',

Vuitc'd Nt411111.V scoI(Itc'. 11'at.hinllon. 1. C'.

My lip)p:'.i 8i:xvi olt: Iteftel'ita lip Illy letter ft .Ii ini 1y 1-t. 1 ali I \\w inclosing
tie statettieit therl'i reftrl'rl Ill regartll g li Ill'l hu ls s#)hi by t(li, group
hleiled by iy tlriii, whiclih f'ilin ye 'ir hlt el fit' nlitim-tru y15. I 1uttierstall you
will he 0h111 e.11411wh to illlil h I ltl( I-,colrd orf l-t v'f€llllllitlv's ]lit"l' s.

.% copy fit this sttl'letit is lvil ti itliclsed by Mi'. I i'iv"k ill Ills letter 'If to-dlay's
ciatte. reiplylig to S nntitor .1ilis'ot's l htt r t4 lin (it' ,1aitt1t1.iy 24. I ailt invlo~htg
rt'r your information copy of Mr. Breek's letter.

Faithfully yours,

STA\TEMENT OF .1. & WV. EI.tIAN & (O. IIEG.AIDING PEi'UV.\N IN.ANS 'MAtDE TO
CONM MITr:.t. ON FINANCE OF 'NtI- TtiA'TES SENATE JANt'.IILY 3. 2ii1

Iuirntg tlie years 1927 ind 1928. we and li' Natiotit C'ity ('o. and our atsso-
('111es hevi' itlll ai'a'It(ic ottl'yerd publicly three honid Issues f' the ltBIl'ulill(' of Peru
:tgg,'eg'iit i $lINII.tlNI.4t:t) ini l'e.iltl tltni'uttt. Th'lils nieitortitdltm outlines the
ItivesligtlliIl. , htlo ini ('.oi11'ellon with these lin1s, the sitinetion of' Perti when
tie itol'ds were blight. ot1' contintulinlg 'ffel'ts to lpersutide the P'eruvilan Govern-
tielit Itt taike the financial nmea'ili's we considered necess rty to keep these loans
sound, ititd the attempts (if the Perutvian Governenit to do so up until the pres-
ent world-wide economic crisis hetiiea fit i' advanced, wht the Government found
Itself unable to continue further payments of loan service. Our Investigatlons
were carefully made. 1d the bonds we lweluhsed were thoroughly sound in view
of the econteic and financial position, both of Peru and til. world, at the time
the loains were nade. The inability of the Peruvian Government to continue the
interest aind sinking futnd piy'ients on those loans is due almost entirely to
world-wide causes over whihh they hitid no controll . namely. tile catastrophic fall
iti commodity prices eonmeneiti in the year 1929, nearly 12 nionths after the
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last of these bond issues had been floated and resulting in the severest world
depression of whih there Is any record. We believe that, when the adjustments
Incident to this depression are completed, tie Peruvian people, in conformity
with their long and honorable record of observance of international obligations,
will resume service on their loans.

The following loans of the Republic of Peru were issued by ourselves, the
National City Co. and our associates here and abroad.

In March, 1927, $15.000,000 tohiaceo loan. 7 per cent bonds; in December, 1927,
$50,000.000 national loan 6i per cent bonds, first series; hi October, 1928,
$25,000,000 natiomial an 6 per cent bonds, second series (at the same time
£2,000,000 second sales honds were Issued Ii London).

At tiae time the tobacco loan was Issued Peru Ilad a government wlich (luring
tile nearly eight years that it halid been in office had established and maintained
peace and order In Peru and wlomed foreign enterprise and investment In the
country. It was on the best of terns with our own Covernent. It was esti-
mated that more than $'325,0011,0(m of foa'eigni capital wits invested iaa Peru, of
which about $125.0 10,000 was Anericala and a like amoiat British. By tile
end of 1923 certain arrears of payments due the British-owned Peruvian cor-
poratifn had been Ihiluhiltted. ('Cer1ai external loana paaymllents had beeli moade
irreg-Uhlrly in 1922 mail 11123 and were hater retiXularized, hut no defaults hi(],
as far. is l" kalown, ocearrel an nily of PerIl's foreign loans during the present
century. Among the laws which had been passed by this admlnlistratlon had
been tht excellent budget law and the law creating thae Iamnco (it lteserva (de
Peru oaa a model similar to that of our own Federal reserve system.

The total funded debt of Peru, Os of Devemher 31. 1926, wias not large, being
approximately $62,000.000, or slightly more than $10 per calita, of which about
$46,41l(.000 represented exterliaal debat. The a1111aual service cllaarg.s on tlls
external debt amounted to lal)proxinltely $5,500,W0J. or less than 15 per cent
of tiae (overlnent's orliaory revenues for 1926.

Such revenues amnted Ito approximately $3,000.0W). Total expenditures
for 1926 amounted to suastitntally more than this figure, and the excess was
covered by the pr,,ceeds of loiig- teril loais. .aoiaag tiae total exi ienditires was
a large ;lianollt for public works whaicla was iaa oar opinion piroperly fundable
into long-terni loans, but tnllOng then) allso were salllla, expieaditures wialelh were
not prop aerly covered I)b" loan proceeds id were therefore in our oldllnihan exces-
sive. Methods of re(lucing such expend itures were discussed with tile Govern-
nent, and it was only tipon it covellant lelnag n1alle ill tiae t li llil ]olin agalte-
inents In lI)ecember, 1127. tlauat they woull lie (alimailllted tillat we were willing to
go forward with the ,aapnlwehellsive philn of fiiaucing emaibolied In those agree-
ments. While such e)l0ellitlres were not clitirely elliillated, o' analysis of
tie otlicial Government reports in(licates that they were sulbstalially reduced
In 1927 and again in 1928.

Peru's exports in 1926 amounted to nearly $90,000,000, lporls to about
$73,000.000, and the excess of exports over Imports to about $16.500,000.

Peruvian currency at this time wa, funldalentally sound, being istuable
only by tile Reserve Bamk of Peru, an institution modelled on our own Federal
reserve system, and being backed to the extent of over 80 ppr cent by the
bank's gold reserves. The embargo on the export of gold from Peru, which had
been imposed during the war, had not been lifted by 1927, and tile reserve
notes In circulation were not convertible into gold, with the result that the
currency was quoted below it. legal parity. As a result, one of the principal
objects of the Peruvian financing which we ant our associates undertook was
the placing of the Peruvian currency on a free gold basis. After considerable
study, and as a result of cooperation between the Peruvian Government and
the reserve bank, this was finally accomplished in 1931, with the result that
Peru Is one of the two South American countries now on a free goll basis.

At the time the tobacco loan was issued in March, 1927, cotton was selling
at more than 14 cents per pound, raw sugar at slightly more than 3 cents
per pound, copper at nearly 13 cents per pound, and crude petroleum at about
$3 per barrel. These were Peru's principal products and constituted about
85 per cent of her exports. These prices were not high in relation to prices
which could be considered normal, I. e., the average prices which had pre-
vailed during the period 1909-1913, and which compared as follows with those
of March, 1927:

Cotton, 12.89 cents per pound, as compared with 14.33 cents in March, 1927.
92928--32-PT 4- 13



2118 SALE OF FOREIGN BONDS OR SECURITIES

Raw sugar, 2.70 cents per pound, as compared with 3.016 cents in Marcb,
1927.

Copper, 14.11 cents per pound, as compared with 13 cents in March, 1927.
Crude petroleum, 1.67 cents per barrel, as compared with $3.18 in March, 1927.
The bonds of other Latin-American countries with which Peru compared

favorably from an economic and financial point of view were selling at the
same time at prices to yield in the case of Bolivia 7.56 per cent, Brazil 7.02
per cent, Chile 6.50 per cent, Antioqula (a department of Colombia) 7.34
per cent, and Uruguay 6.30 per cent. Peru's 8 per cent sanitation loan was
selling in the New York market to yield 7.47 per cent, and her 7% per cent
petroleum loan was selling to yield 7.40 per cent.

As important as, if not more important than, the then favorable current
position of Peru were the trends during a period of years. These trends were
favorable, too, as indicated by the fact that between 1913 and 1926 ordinary
revenues of the Government had increased 186 per cent, exports 162 per cent,
the excess of exports over imports 45 per cent, physical production of cotton
(since 1916) 117 per cent, production of sugar 110 per cent, production of
(opper 58 per cent, and production (exports) of petroleum 565 per cent.

Prior to the creation of the "national loan" in December, 1927. Peru's
borrowing lit foreign markets had been of a " ipieceneal " character. Her lonas
had been issued front time to time as funds were required for public works
and were secure(] by the pledge of specific revenues. The national loan
was intended by the Government to he the vehicle, for the reorganization of
Peru's complicated debt structure and of its future borrowing abroad. All
of the outstanding loans secured by pledges of revenues were to be gradually
refunded, effecting a saving in annual service, charges, and freeing revenues
for the service of the national loan. The Republic was to issue bonds of this
loan front time to time as it required funds. and e'aeh issue would provide for
retiring one or more of the outstanding secured loans until they were all
refunded. In order to guard against overborrowing, however, and thus
Insure the continued soundness of the national loan no additional bonds were to
be Issued unless the gross revenues of the Itepublic had averaged for the
three pre(eding years at least three times the service charges on the Itepublie's
entire funded (left.

It was the Government's wish, and the agreements for the national loan
stipulated, that all of the Government's revenues, excepting the postal an(1
telegraph revenues and most of the customs revenues. be collected by a company
known as the Cain, which had been formed in 19115 as a dopisitary of certain
Government funds, which was administering the tobacco monopoly aud serving
thi, tobacco loan, and all the capital stock of which was owned by the Peruvian
banks. It wits the Government's desire that the C(ija should eventually collect
all the revenues and make all the Government's disbursements as well. Before
the first series bonds of the national loan were Issued a contract was entered
Into by the Government, the Caia, and the fiscal agents of the loan (ourselves
and the National City Bank) according to which the Caja would pay front
the revenues to be collected by it the service charges on the tobacco loan and
a few small miscellneous loans and then the monthly service charges on the
national loan before turning over to the Government the balance of the
revenues.

Our decision to make- the tobacco loan had been based upon our study of
all the statistics and other Information available to us in New York and upon
our previous experience itn Latin American financing. In order to obtain
comprehensive, first-hand information upon which to base a judgment as to tile
soundness of the Peruvian national loan plan. we sent to Peru in the spring of
1927. more than six months before any honds of the loan were issued, two
met, one a member of our staff, an engineer by education a1i early experience,
and the other a man who had been the manager of a Latin American bank
of Issue and had had experience it foreign exchange and currency control.
These men made detailed investigations, and their reports were fully analyzed
and considered by us.

Realizing fully that careful expenditure of borrowed money for public works,
a balanced budget and a stable currency had become important factors in
Peruvian credit, we obtained provision for then all in the first of the national
loan agreements, and from the beginning of the negotiations for this loan
we continously exterted all our efforts to bring them about. The agreements
referred to provided for the retention by the fiscal agents of that part of the
proceeds which would go to public works and for the payment thereof to the
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(oveinment at the rate of $750,000 per month. While the Government W'as
not prevented from spending on public works then in progress funds to be
derived from tihe( budget or by internal borrowing, It was agreeI that no iiew
works would le undertaken, and the $750,000 ler month which, under (ie
loan contract, was to le devoted to public work., was, in fact, substantially
less than thf' rate at which expenditures on public works had been proceeding
prior to the national loan. We considered the prohibition of new undertakings
(which was to be operative for six years) to b, i larticularly Important pro-
tection against tit(, temptation, frequently met lit developing countries, to
borrow thore rapill%- for the construction of puliic works than the rate of
growth of the country might warrant.

Il) tile itse of th' a'llalo harbor development, the nationlI loan contracts
provided for the retention by the fiscal agents of the allocated proceeds and
their monthly payment to the, American contractors in accordance with the
colistruction contracts. In tlese contracts, tie fiscal agents had oie pecuniary
interest whatever, alld It should also be added that n t no tlane have the fiscal
agents had iny iecutinary Inte'rests. Iir'(tly or indirectly, fit any construction
contracts in Perit.

At tit end of 1927 tit, two nel who had gone to Peru iII the sprln.' to study
conditions there. returned to New York, amd there remained to represent
us the American lawyer who had worked on the national loan documents.
Early in 1928 there was sent to l'eru a pronflnent American banker and
foreign exchange expert, Mr. Fred I. Kent, to study the country's foreign
exchange situation. Mr. Kent made a careful study of all the factor's hearing
oil the exchange problem, conferring at length with the President, other mnem-
bt'rs of the Government and leading bankers. agriculturists,. nll business ilen,
both native and foreign. Ihe made a number of recommendations which he
was confident would, if carried out. and barring unseen and abnormal de-
velopments. make possible the stabilization and maintenance of the l'eruvian
pound at tht equivalent of $4 United States currency. Ills recommendations
w're submitted to the Peruvian Government, and we Joined fi recommnending
to the Government their adoption. Pending their adoption, the reserve bank
commenced a a "de faclto" Stmbilization of th, pound at ilie rate mnetioned.
This stabilization was undertaken it aceprdance with Mr. Kent's advice us the
fii'st step it the cooperation between the Government, !,til reserve bank and be
JIscal agents toward the ied of exchange stibllity.

Soon after Mr. Kent's return front Peru in April. 1928. fite head of our
foreign de'parttnient went there and remained for approximately four nionlhis.
studying conditions, conferring with the President and the Finance Minister
about those conditions and about ways and means of improving the Republie's
credit, and finally negotiating the purchase of the second series lions in

october, 1928.
By this time the unfavorable, as well as the favorable, aspects of Peru's

situation had been reported to us, and we were convinced of the soundness
of the bonds we were buying for public Issue. After these bonds were issued
and the refunding effected with part of their proceeds had been accomplished.
the total annual service charges on the external funded debt amounted to
approximately 20 per cent of the average ordinary revenues for the re'-
ceding three years (1925, 1926, and 1927). By comparison, the annual service
charges for 1927 on the direct external funded debt of the Republic of Chile
exclusivee of service charges on about $84,000,000 external funded debt guar-
anteed by the Republic) amounted to approximately 22 per vent of average
annual ordinary revenues for the three years 1925 to 1927, inclusive. The
crresponding figure for Brazil wits about 25 per cent. The 'eruviian Govern-
ment's ordinary revenues for 1928 were 20 pet' cent greater han for 1926. mid
the excess of Its expenditures (exclusive of those for public works) over such
revenues wa, substantially less than for 1926. Exports were 31 per cent

r,,ater. the excess of ;xlsrts over Imports 215 per cent greater. the production

of cotton 2 per ('('lit greater, sugar 4 per cent less, copper 21 per cent greater
and petroleum (exports 6 per cent greater than in 1926. At the time the second
series bonds were issued the reserve bank of Peru's gold reserves amounted
to 88 per cent of the paper money in (ire'lation and the exchange value of the
Peruvian pound had been stable for more than six months.

The total principal amount of national loan bonds issued, including the
sterling bonds issued in London, was approximately $85,000,000. As they were
bought tit a price of 86, the net proceeds to the Republic amounted to approxi-
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mately $73,320.O0O, and the cost of tle money to the Republic was about 7.1
per ceit per annum. The :'olIowl-g table shows the allocation of these proceeds.

Percentage
Amount of total

proceeds

Purchase or redempt ion of external secured bonds ............................... S43,005,811 58.65
Redemption of external secured serial note ..................................... 1, 228, 705 1.68
Retirement of internal floating Indebtedness .................................... 2,375,028 3.24

Total used to retire debt .................................................. 46, 609,544 63.57

Payment of the Republic's share of the capital of the Mortgage Bank of Peru_.. 1,000,000 1.36
Construction and improvement of dock and shipping facilities In Callao Harbor. 4,937,477 0.73
Capital expenditures for pirblic works, accrued interest, stamp taxes, etc ........ 20,773,272 28.34

73,320,293 10.00

TIt( nutial service clirges on the bonds retired from the proceeds of the
national loan 1am111nottnt.d to about $4,.0,000, but by reason of the favorable price
lt which the Republic sol Its national-loun bonds. the amiual service charges
on the amnlount of stich bolids required to lrodtluce the ftnids to retire the several
secured issues amounted to only $3,50),Q0). Thts, to the extent that the pro-
ceeds of the iiatlonal-loan issues were used to refund extertvtl secured bonds,
the Republic saved lit excess of $1,0(XI,LNO in annual service paynmeitts. The
natitial loan, however, Irovided the Government with noney for other titan re-
funding purposes. It provided about .,4,I;4sh000 for the redemption of external
secured note.s and the retitient of Intertal floatittg febt. It further provided
approxImately $20,7('0) of what may be called new money for public works
and for a imortgaige bank, etc. The annual service charges on the national.loait
bonds which provided approxlmilely $30,300,000 for all purliowes other than re-
funding of external secured bonds amounted to about $2,400,000; an(d if from this
ainllult Is subtracted the savlni., of $1,0t0.000 Ill annual service shares from the
refunding, a difference of $1,400.000 Js obtained which represents the net In-
crease In annual service charges its the result of the issue of $85.000,000 bonds.
This net increase of $1,400,000 in annual service charges is approximately 4,/
per cent per innuml on tile $30,:340,000 obtained from the littional loan for
purposes other than refunding.

The mortgage bank mentioned is ati institution part of whose capital stock
is owned by the Government, part by the banks, nd part by the public and
whose bond; are guaranteed by the Republic. It was created by t law which
we help-d to draft after months of work in order to imeet the Government's de-
sire to provide the agriculturists with cheaper credit than they were obtaining.

After the second-series bonds were issued we devoted our energies to the
consolidation of the very substantial progress that had thus far been made in
carrying out the financial pln for Peru which was embodied it the national-
loan agreements. In the summer of 1928 we sent to Peru as the permanent
representative of the fiscal agents a inn with 20 years' experience in public
finance in various parts of the world, who had been a financial adviser to the
government of one country and the fiscal agent of another. He lived in Peru
In daily contact with Government officials, bankers, and business men and was a
director of the Caja and the Reserve Bank. .He and we studied carefully the
Government's figures on public-works expenditures and were particularly care-
ful to note reports of any proposed new undertakings, protesting firmly when
such reports were received and iII most cases succeeding in obtaining the abaun-
donment of new projects before they were undertaken.

Ill the summer of 1929 the proceeds of the second series bonds allocated for
public works neared exhaustion, and a member of oui firm went to Peru to
discuss with the President the financial measures then to be taken. During
the course of his discussions he pointed out to the Government the necessity
of economy of expenditure in order to balance the budget and urged the crea-
tion of a comptrollership. For the purpose of providing time for the needed
retrenchment and preventing any sudden cessation of public-works construc-
tion, we arranged at that time a banking credit to the Republic. During the
negotiations for this credit a schedule of expenditures and estimated revenues
was drawn up and agreed to. It contemplated the issue of a third series of
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national loan bonds of a moderate amount in the early part of 1930 if the
financial situation warranted their issue.

In the fall of 1929 began those catastrophic events with which we tre all
familiar. In November we advised the Government to formulate its policies on
the premise that little more, if any, foreign. money would be obtainable for
some time to come. The President was at first reluctant to accept this advice;
he had established the comptrollership which we had urged during tile summer,
he was making plans for (1 e jure" or "legal" stabilization of the currency
anll he was counting on the ability to borrow more funds abroad on the strength
of an improving internal financial condition. Before the year was out, how-
ever, and far sooner than the Government officials of most countries, he recog-
nized that a world crisis of considerable magnitude was in the making, and com-
menced by a series of decrees to suspend work oil public itmiprolvelenits. lie
proceeded with i., Ilans for - de jure " stabilization of the currency, although
we advised hint to obtain budget equilibrium first, ad tIt' leruvian I 'ontress
in Februry. 194. revalued tilt- unit of currency by aloolishiig the Perivian
pound anti creating, thl' uId " sol" with a par valie of $41.4) lnithd Stlit(,s
currency t10 gold soles were declared to be the equivalent tof one, Pertviiin
pond.) However. du' to disagreement between tilt (,o't'nlln atll tile
banco de reserva. the latter being responsible for the administrittion of the
currency, effective stabilization at the new par of 40 cents was nor obtained.

During the first half of 1930. the world-wide decline in commodity prices.
which had begiltn in M29 -1in( which has since reached such (atastrolilie pro-
portions. continued. .nd tile prosperity of Peru beig largely dependent tn the
prices of four of these raw materials. namely. cotton. sugar. colipr Jill(] lietrlo-
leum. business c,,nditions in the country became rapidly wor.e. The Governnent
made determined efforts to ajtiut its finaneps to the crisis. More public
works were slu-pellieol tiad a tighter grip on eXllenditures was tikeii liy lit'
comptroller. A flight of eapitall from Peru had comnmienced llthe hitter lar (if
1929., and it hid itmeni' very difficult to oitnin foreign exchange. This diffi-
culty was aces'nt uate4 dflrint tile inidminnier of 19:10 by tile rapidly declining
prices of Poit'l's priilJli l eXle rt ('illlmot lit its. Till poutlnd an11d1 htl1er ill'- sol
continued t,. ie tiu.t-d fit :4 mill $0.40. respectively. but the eilltatilns were
nominal. ;and tilt- I ,,vermmnile it 3l1t'lllIltel te Illli11aill lilt v:1111i. elf tlile. vII.-
rency lsy itilpismIl' re't-i-etjons. Its own fureiin vexl (, t4'} rliiiiiliie'tts \Vwter'1
obtained froin, Iau~k, in(] (',(rs.

Early i) ' l1) ti'' i-4-a l awelits 1'llr'se ll jvtlit iv bl et':ill1l ill and li retllllli't Ite
New York l . olio-l 1a1ter in l i nt Y .'3 1 311,11 w ' sent ti I " ctil : lil v1(1111' cf olr
staff wipe h:il feornwfly livtel 3 t1 ditle l I1 baInkinhg lesint-s iii ,altill AiI.'itl.
Tile reserve ank began 31t this tinii, to taike algg 'e. ve (' i1I tip Illpi't tll. (x-
change problem. re-tri-tilw credit and fril, tilie irst tlln sii'i, tilt( \;i'tl' exil'i -
Ing gole to) create, fIoreign lahln(es. (invelti illl y (if tie"t;li i gold wila.
not, liwever. 31do,:tted. Tile( eff(l'ts ofI it' (e ernment and t 11n1k fil-
presstl us faverally an ill the spring of I930 we arranged it aakiiig eirillt
to assist the Government in the c(lnlpltlin of the Callao leirbor teveloll-
ments. The development is even now approaching (.o1iletion mid will 4on-
stitute one of Peru's greatest asets. 1T7icn the return of it normal voluime of
business it will undoubtedly lie an enterprise lrofitable to the governmentt as
well its very valuable top the ceentry's eceolienic life.

As inentiltel tluve. flie great dCli niln coniiellty ll'i'ls hugloii te ither
momentlln at al-it tlilt., time. Business conelitions becaiie rallidly worse. not
only ill Peru lout e'sewhere in tile world. In Augtust of that year 31 rl'volu-
tion broke out altigi il Seiletenliber Luls 31. Sanchez cerril'ctelt' l-rvisinal
president. Despite the conlifluslil accompanying the rev dulioll. tilt exigencie.s of
the l'ovisiolll :iCverlmnt. tile dropipinfg off of r'eVeltles ail tilt' dl'nr liza-
tion of tilt! exchange market. President Sanchez ('Cerro sutceedel ill reiittiig
to the fiscal agent.%; of the national Ioan the full amounts required to pay il
dollars iiad sterling tile coulols loayable oil Octleer 1 and I llt'ele('r 1. and
also to make the relemptions called for (oil tho-sx dates by the leeiii 3gr'eeni'lits.

Thereafter the t :onomic alld political crisis Iecane more autlitt. Il October,
1930, the largest domestic bank in Peru suspended layienlts. Tills suslpelsion,
the deitjoralization of the foreign exchange market. and tille cellfUtion Ilu tile
Government finances were followed by several rapid changes ii gt'lllnl.
Between March 1 and March 11 of 1931 there wele four "Jtllll." ol tcllilloralry
governments, in office. Gov rnment revenues fell off prcileitately. and em March
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20, 1931, a governmental decree was promulgated ordering the caja to pay all
revenues applicable to the national loan directly to the Government and there-
upon, the caja obeying this order. the fiscal agents niade it forinal protest against
this violation of the national loan covenants. Defaults on the two series of
bonds of the national loan occurred on April 1 and June 1. A default on the
tobacco loan occurred on September 1, 1931, despite a protest we hadl made in
June against the decree law which directed the caja to pay to the Government
the revenues apiplicable to this loan.

The confusion ]in the public finances and in the foreign exchange market had
by the end of 1930 created a situation which prompted the reserve bank. with
the Government's approval, to invite to Peru Prufes. or Ketimerer and a coin-
mission of experts. Professor Kemniterer went to Peru in January, 1931. and
subinitted his reconiniendations In April. indiatelv, in accordance with one
of these, the currency was placed on a gold basis, and "i is on that basis to-day.
In fact. Peru is one of the two South American countries now on a free gold
basIs. While the currencies of several other South Amerlcain countries are
nominhlly on that ba.i s, actually they are not. owing to the restrictions which
have hcei Inposed upon sales of foreign exchange and on the free movement
of gold. General elections were held in Peru In October. 1931. and Sanchez
Cerro was elected President by a substantial majority, lie took otlice in De-
cenber, and furnied a calbinfet in which tire a aliler of wnit[ "T.S of th,
conwervative landed class. The present Government appears to be earnestly
attacking Peru's econoinle problelns, and Ipoliti'al conditions in the country
appear ti, he more stable than at any tine sice Itf30.

III (onl'ollon we wish to stalled our belief that the fundanelltal cause of the
default oll the Peru bonds is to be found In the decline, since th bonds were
Issued,. In the prices of Its principal products, which make up S5 per cent of
Its exptorts. Tlese prices in March, 11.17, when the tobacco loan was listed, in
October, 1)28, when the second series bonds of the national limiult were i.-.,-ued.
and Io-day are shown in the following table, in conparison with the average
pricvs of such colnllltitles during the lieriod 1909-1913.

Dc-chne

.Average, furclh, October, - 'itu-,
1909-113 1 1.27 19213 To-dy ls2N. to

'vr Cent

(otton, ver pou d ................................ $0. 12si $0. 14-3.3 $0. 1462 $0. 067 64
Sugar, pr lound .................................. .0270 .t.Oli0 .0214 .0116; 46
Copper, per poundi ................................ .1411 .13 .15 .075 50
Petroleum, per larrel .............................. 1.67 3.1 3.40 1. 77 4

This decline substantially reduced the foreign exchange avlilulde for external
debt service. It wits accomniled by a contraction in the volume of irolcletion
and trade and consequently in Government revenues. It is Pert's capacity to
pay which has declined, not her willIngness. In this respect Peru is in essen-
tinily the same position as Boliva. Brazil, Chile. the Colomblan departments ani
other South American borrowers hi this market which are in default on their
bonls. Like thei she awaits a recovery in commodity prices or the colnpletoil
of the adjustment to current prices to renew Imynwents on her obligations. The
fiscal agents of her external bonds have ieen assured by till the govwrnienlts
which Peri bits had since the revolution of August, 1930, and which hav. been
in oflice long enough to state their policies, that Peru respected its oliatinw
and would ineet them when and to the extent that she was able to do so. In a
s9glpd article In It recent Issue of the New York Thlne ['resident S'anchez Cq.rro
stated: "The investments of Anlerican-s. as well as tlose of the nationals of
other countries, will enjoy alple protection. My greatest desire is too fulfill
all Ilterlational obligations as soon its the eilne Ceiditilons of the country
permit."

Senator .JoUNSO.N. Now. MIr. Chairman. one other thing. The
object of this investigation upon mv part fias been not alone to dis-
close what lhus transpired in regard to our foreign loals. It has been
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not only for the purpose of indicating where wrong may have existed
and expose that wrong as it ought to be exposed, but in the hope that
this committee might aid and that I might be of some small service in
presenting legislation which would l)reclude the possibility of any
such outrageous and shameful activities being indulged in again in
thi- country to the detriment of our people. And as the last thing
that I submit in this record for the moment, I present two bills, which
are merely" skeletons or forlus; two bills which I want to appear as a
part of the record, so that they nay be studied by the appropriate
committee ultimately. I shall introdi uce them when I have the oppor-
tunitv in the Senate.

(T'he two )ills presented by Senator Johnson for the record are
here printed in full, as follows:)

A BILL Requiring publicity of certain foreign loan transactions

Be it c tatcd b!/ the Senate and louse of Relpresentatives of the United
States of America in Congres.s assembled, That hereafter any person making,
negotiating. or underwriting any foreign loan shall innediately Uponl the
'on-ummation of the transaction, file with the Secretary of Commerce a state-
ment under oath containing the following information: (1) The name of the
borrower. the terlis of the loan or underwriting agreement and the date when
such loan or agreement was consummated: (2) the security available for the
loan. the contenphated method of financing the loan or underwriting agreement,
including the estimated cost thereof to such person, group, or association, the
e.'inllteol profit (including all fees and (.4onllissoins) accruing to such person,
group, (or association on account of such loan or underwriting agreement, and the
price. at which any londs in connection with an1y¥ sueh loan or underwriting
agreement isz intended too he offered to the public; and (3) any other Infornmation
relatinia to any such loan or underwriting agreement required by regulations
of the Secretary of Commerce.

Sc. 2. Any person who knowingly fails to file aly statement required by
thik act or who knowingly includes any false information in any statment
required to le led by this act, sholl, upon conviction thereof, be fined not more
than $ . or imprisoned for not more than -- years, or both.

Src. 3. As u-ed in this act-
(1 The term " foreign loan" means any loan or advance of money or

credit to any foreign country or political subdivision thereof, or to any citizen,
corporation. association. (or inunieipality of ally foreign country, financed by
the issluance of bonds or other obligations for sale or other disposition in the
United States. or any loan or advance of credit not financed by the Issuance of
such bond. or other obligations. If the amount of loan or advance exceeds
$ : and for the purpose of' this act. the aggregate of all foreign loans
growing out of the same transaction shall be considered a single loan;

(21 The term ", person - includes any individuml, partnership, corporation,
or ass ovation.

A BILL To provide for the more effective supervision of foreign commercial transac-
tins, and for other purposes

Be it (hacld by tle Senaete and lHons, of I?¢re.sentttires of the United States
of .tritria in (',,i'ess .k.sevnblcd, Thait (,0 for the purpose of re.ulating the
operations of the Federal reserve banks wn! niomber banks oof the Federal
reserve system, establishing a more effective supervision of foreign commercial
transao-tions. preventing lnterferenc( with the hltrnonlonis relations of the
United States with foreign countries, and protecting American investments
abroad. there is hereby created the Foreign Loan Board (hereinafter referred
to as tn. "'board "), which shall consist of the Secretary of State, who shall
be the chairn:mn, the Secretary of Commerce, and the governor of the Federal
Reserve Board.

#l I.8o far a.s practicable the work of the hoard shall be carried on by and
throlm.rh the expert. technical, clerical, and other personnel of the Department
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of State, the Department of Commerce, and the Federal Iteserve Board, but tile
board may employ additional personnel as provided in subdivision (c) of this
section.
(c) The board may (1) appoint and fix the compensation of such experts,

and, subject to the provisions of the .ivil service laws, appoint and, in accord-
ance with the classification act of 1923. as amended, fix the compensation of
such other officers and employees, and (2) nake stuh explnIItures (including
expenditures for personal services and rent at the srat of government and
elsewhere, for law books, periodicals, and books of reference, and for printing
and binding), as are necessary to executt the tlunetiolis vested in it by this act.
Expenditures hby the hoard shall be allowed and paid upon the presentation of
itemized vouchers therefor approved by the chairman.

Sac.r 2. (a) No Federal reserve bank or aitny member bank of the Federal
reserve system shall-

(1) Hereafter make or negotiate any foreign loan without first obtaining the
approval of the board.

(2) Accept its security for linly hloll', or purchase on Its own acclunt, iny
beoind or other obligation evidencilig a forelgni loan hereafter nade, unless stioi
foreign loan has been apl roved by the boar ;
(3) lereafter make any loani or advollie to. or pIIchase for its own Itecount

the securities of, any person engaged in Making foreign loans or any dealer in
bonds or other obligations evidelv(ilwg foreigni loans, uimless such foreign loans
have been approved by the board.

(b) No person shall. diretly or iillirectly, minke or negotiate ally foreign
loan without first obtaining the, approval (if the board.

(c) The board shall. upon application of ally interested party, consider. and
approve or disapprove, ally conteniplate(l foreign loan not of a character re-
quiring the approval of the board under the provisions of subdivisions (a) or
(b) of this section.

SEC. 3. (a) 'he board shall prescribe such rules and reulltlolls as i11ay be
necessary for carrying out tite provisions of Ihls act, including regulations
relating to the filing of ipplicatlols for its approval (if foreign loans.

(b) In arriving at its determination of the advisability of any contemplated
foreign loan submitted to it for approval, tile board shall take into consldera-
tions, among other things, (1) the general financial condition of the borrower,
(2) the security available for the loan, (3) the remedies available for the
enforcement of the obligations ol the loan in case of default, (4) the proposeil
method of financing the loan. and (5) the existence of any eiruinista ces
which, in the opinion of the board, may affect the relations of the United
States with any foreign government.
(e) As soon as practicable after the filing of the application, the Imard

shall submit to the tpplicant a report of its findings, together with.its order
of approval or (disapproval, and shall transmit a copy thereof to the Federal
Reserve Board, to each Federal reserve bank, and to each of the following
committees of the Congress: The Committee on Foreign Relations and the
Committee oil Banking and Currency of the Senate, and the Committee on
Foreign Affairs and the Committee on Banking and Currency of the House
of Representatives.

(d) The board shall make a detailed report to the Congress it the beginning
of each regular session (if any action taken under the provisions of tills act.

Smc. 4. (a) Any bank or other person violating any provision of tills act
shall, upon conviction thereof, be fined not more than $- , or imprisoned
not more than - years, or both.

(b) Any director, officer, attorney, or agent of any bank or other corporation
or association who knowingly assents to or concurs in any loan or other
transaction forbidden by this act shall be subject to tile penalties provided in
subdivision (a) of this section.

Smc. 5. As used in this act-
(1) The term "foreign loan" means any loan or advance of money or credit

to any foreign country or political subdivision thereof, or to any citizen,
corporation, association, or municipality of any forelgnl country, financed by
the Issuance of bonds or other obligations for sale or other disposition in the
United States;

(2) The term "person" includes liny individual, partnership, corporation,
or association.
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Senator JOiHNSON. I was informed today that the Haitian ambas-
sador had on the way one of his most notable citizens, who is desirous
of presenting from his standpoint the loan that had been made to
Haiti. I leave with the chairman whether that one witness shall
ultimately be heard. He is to arrive here, I am told, on Monday
next.

The CHAIRMANI. No doubt lie will have a brief, Senator, and we
will have it printed in the record.

Senator JoHNso.. That may be. All right, sir. Personally I am
through. Thank you very much for your courtesy, Mr. Chairman.

rhe CHAIRIMAX. Thank you, Senator Johnson. The committee
will stand adjourned.

(Thereupon at 3:30 p. in., Wednesday, January 27, 1932, the coin-
mittee adjourned.)
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WEDNESDAY, FEBRUARY 10, 1932

UNITED STATES SENATE,
CoMMITiTEE oN FINANCE,

Wlaqhington, D. C.
The committee met at 10 o'clock a. in., pursuant to call of the chair-

man, in the committee hearing room in the Senate Office Building.
Present: Senators Smoot (chairman), Couzens, Bingham, La Fol-

lette, Thomas of Idaho, and King.
Present also: Senator Johnson.
The CHAIRMAN. The committee will come to order. Is Mr. Leger

here?
Mr. LEGER. Yes.
The ChA R MA,. Be sworn.
(Thereupon Mr. Leger was duly sworn by the chairman of the

committee.)

TESTIMONY OF GEORGES N. LEGER, LAWYER, PORT AU PRINCE,
HAITI

The CHAIRMAN. Will you state your full name?
Mr. LEGER. Georges N. Leger.
The CHAIRAIN. Mr. Leger, where do you live?
Mr. LEGER. Port au Prince, Haiti.
The CHAIR-MAN. How long have you been in this country ?
Mr. LEGER. This time?
The CHAIRMAN. Yes.
Mr. LEGER. I arrived here on February 2.
The CHA1 MAN. Did you come for the purpose of testifying in

this case?
Mr. LEGER. Yes. I came on business purposes also, but also to

testify in this case.
The CHAIRM1AN. If there is anything special you want to say,

the committee will hear you at this time.
Mr. LFEiGE. Before going into the details of the loan that was

contracted by Haiti I would like to state that my purpose is to
establish that the Haitian people of their own free will and on their
own initiative have never solicited or expressed the desire of making
a loan on the United States market. That the State Department,
through the financial adviser and American minister and high com-
missioner in Haiti by suggestions, recommendations, and by constant
pressure upon- the Haitian Government forced that loan upon the
Haitian people.
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'The CHAIRMAN. What position do you hold in Haiti?
Mr. LEGER. Absolutely none. I am not in politics.
The CHAIRM3AN. Well, why do you make that statement, then ?
Mr. LEGER. Because they are the facts.
The CHAIRMAN. How do you know that they are the facts?
Mr. LEGiE. I have the recorls.
The CHAIR.A.%-. Elaborate that in the record.
Mr. LEGER. Yes; I will, sir.
The CHAIRMAN. Refer to them right now.
Senator KiNG. Let him complete his statement, Mr. Chairman,

and then we can take them up in detail.
Th CI.IMAN. Well. if he has theimi now I would like to have

him put them in the record, and then we can discuss it.
Mr. Lrewit. Senator, if you will be a little patient with ime I will

get to these records in time, but they are distribute(] in several
volumes and I can pick theim out as I go.

The CH1A1MA-.N. If you prefer to put then in at another place, well
and good.

Mr. Lt:ciat. Yes. I was stating that this loan has been forced upon
the Haitian people by the American Government.

Senator Couzi-Ns. Before you proceed, will you state what your
occupation is, and what your business is in Htiti? I do not know
who you are.

Mr. LEGnE. I am a 'private citizen, Senator.
Senator o'UZE.N-S. But what is your occupation?
Mr. L:EEit. I am a lawyer.
Senator Co'zsms. A lawyer. How long have you been practicing

law in Haiti ?

Mr. LEGEn. Since 1913.
Senator ('ouzENs. Where (lid you graduate.
Mr. LEGEIt. In France.
Senator ('OuZEN..s. You graduated in France?
Mr. LEGEI. Yes, sir.
Senator CoUzExs. Are you a Haitian?
Mr. LEGER. Yes, sir; Haitian born and Haitian citizen.
Senator COUZENs. And in what kind of practice were you engaged

in Haiti?
Mr. LEGER. In general practice of law. We do not specialize. I

may add that I (o not wish this committee to think that I have any
anti-American feelings. I have a very large American practice.

Senator CouzE:.-s. And do you represent American firms and
indivi(uals in l)ractice in Haiti ?

Mr. LEGEII. Mostly.
Senator ('OIZEN-s. They are mostly your clients?
Mr. L-EG E. They are mostly my clients; yes, sir.
Senator ('ouzENs. Name soine of them.
Mr. LEGIo.I can give you the Haitian-American Sugar Co. I can

give you the Electric Light Co., which is controlled by American in-
terests. I can give you the Texas Co. I can give you the Panama
Railroad Co. I can give you, when they were down here, the Ameri-
can Foreign Banking Corporation. I can give you the Haitian Pine-
apple Co., which is entirely an American concern. I can give you-
well, I would have to think them over. The lard factory, which is
financed by Americans. My practice is mostly American.
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Senator KINo. Mr. Leger, you presented the Haitian case in the
recent Forbes committee investigation which was had in Haiti?

Mr. LEGER. I had tile honor. Senator, of being the counsel for the
Haitian people before the Fo*bes committee.

Senator KTxN. And V'ou are familiar with the Haitian conditions?
Mr. LFA;EA. Very faiuiiliar, yes, with them.
Senator KIN-G. And the conditions which have exisdtel under the

American occupation?
Mr. LEGER. Yes.
Senator KINo. And had contacts with the people, as well as with

Mr. Russell. the high commissioner, American plenil)otentiary, and
general all around military leader (lown there?

Mr. LGxEn. Exactly, sir.
Senator ('orzE.-s. Who appointed you to represent the Haitian

people before this commission?
Mr. LEG R. Nobody. I have come here as a private citizen.
Senator (ouz:.,;s. No; before the commission.
Senator Ki-,G. Before the Forbes coinimission?
Mr. LEGER. When the Forbes commission came down there the

various groups of associations which were fighting for Htaiti's in-
dependence got together and formed a central committee called the
committee lederative-federate(i cominittee-and I was appaillted
by that committee to act as representative of time Haitian people
w'ith the Forbes commission.

Senator ('oUzE,s. )id any official of the Haitian Government
l)point you?

%Mr. L E GR. We were fighting the Government.
Senator ('orzm:xs. Have you any way of determining what per-

centage of the Haitian people you represented before this comi-
Mr. LEEI. I can give it to you in an indirect way. Following

the work of the Forbes commission elections were lieh, general elec-
tions were held, and the groupments which I represented, out of a
total of 36 deputies and 15 senators, got every seat except one, which
went to the Borno group, so we can state frankly that we represent
the entire nation. Of course there were divsions between these
groups, but they represent the entire sentiment of public feeling in
Haiti.

I was Ilmaking the statement that that loan was forced u)on Haiti,
and I want to add that I call prove that that loan is now being used
as an ar,,mnmient by the State departmentt that they must remain im
Haiti; that they must keep financial control in Haiti even after the
treaty expires; and the point that I want to make is that that loan
is now being used apparently for the reason for which it was made.
and that is for purely political reasons.

The CIAIRMAN.Who made dhe loan to the Government?
Mr. LEGER. The Government made it, naturally. The Haitian

(Iovernment made it on the face of it.
The CHAIRMAN. I know. They were the borrowers.Mr. LEGER. They were the borrowers.
The CHAIRMAN. Who loaned them the money?
Mr. LEGER. The National City Bank.
The CHAIRMAN. Yes.
Senator CouzE~s. And how much?
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Mr. L TuEu. There were three series of loans, but the main loan was
a loan of $16.000,OO0. I will come to that later, Senator.

Senator CouzENs. All right.
Mr. LEGE. Now in order to make my point that this loani has been

forced upon the Haitian people I think it would be necessary, if you
gentlemen will be patient with me, that I describe the background
of the situation in Haiti, because otherwise it is impossible for any-
oiie not familiar with the conditions that have existed in Haiti to
understand just what happened.

You all know that in 1915 a treaty was signed between the Repub-
lic of Haiti and the United States. By that treaty the Receiver-
General of the Customs was appointed. A financial adviser, who
was to be a functionary attached to the Minister of Finances and
who was to advise the Haitian Minister of Finances as to what
reforms and what steps should be taken to l)ut. the Haitian finances
on a firm basis was appointed. A constabulary was to be organized.
In the minds of the Haitian people that treaty meant that they were
to get cooperation from the United States Government.

In fact we have never had cool)eration. We have had absolute
domination of the Haitian Government by the United States Gov-
ernment. This domination has beem effected through complete con-
tral of all the essential departments of the Haitian Government.
The military government, of course, is entirely in the hands of the
Anierican Giovermneiit. The gendarmerie, which is a local constable
force, is headed by American officers. But in addition to that we
have "had American occupation by marines, and we have had a con-
tinual state of martial law existing in Haiti, so in reality the military
command and the military force of the entire nations were under
the orders and took orders from the American military commander.

The CHAIRMAN. For what purpose (lid the marines land?
Mr. LEGER. They landed in 1915 following a sanguinary revolu-

tion that had occurred there. a ro

Senator CozEs. What is the population of Haiti now?
Mr. LEGER. We have no exact census, Senator, but it is estimated

between 2,500,000 and 3,000,000. That is the best estimate.
Well, as I said. the military is in full control of the operations

there. And we have had very strict military martial law for quite a
long time. If you wish me to illustrate what I am saying I will
give you just one case as to how it functioned.
SIn 1918, following some difficulties which had existed between the

then financial adviser and the Haitian Government, one of the
leading newspapers got some information that the United States
Government had decided to recall the financial adviser that was
then in Haiti. Mr. Addison T. Ruan, and they put a short notice
of that in the leading newspaper, saying that t'hey had just learned
that Mr. Ruan had been recalled, and that this just proved once more
the spirit of justice and fairness which President Wilson wanted
to show to small peoples. Well, for putting that small notice in the
paper, the editor of that paper, which was-one of the oldest papers
of Haiti, was called before martial law. He was sentenced to $300
fine and to three months of imprisonment, and his paper was closed
for three months.

The CHAIRMAN. What year was that?
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Mr. LEGER. That was in 1918. The Haitian Government lodged
a protest with the State Department, and Secretary of State Lansing
answered that in his opinion the sentence was entirely justified in
view of the offense that had been committed. I am just giving
you this instance to show that martial law was in effect, and that it
meant business in Haiti.

Senator CoUZF.EN-s. Have you any later example than that?
Mr. LEoFt. Why. yes: we have'had several instances of martial

law. We have had otherr men put in jail for press offenses or for
offenses to the miltarv authorities. This example that I am giving
you is the most notable. That is why I quoted it.

I will add, however, that in later years martial law has been less
and less applied. But at that time it was in full force, and at the
time that the loans were made martial law was in full force. That
is the point I want to make.

Senator CovzENs. When were the loans made? What year?
Tile ('I. 1m. rAN. Yes; what year were the loans made?
Mr. LEEi. I will tell you the story of these loans later. Sug-

gestions from the Americin Government started in 1917, and there
was not a year that went by without some proposal being made
by the State Department; 1919. 1920, two or three suggestions,
1921. and finally in 1922 when they got in Mr. Borno, who was
nothing else but a tool of the American Government, they got it
through. I will come to that later.

Well, having shown you that the military was in control of the
military end of it. we now have the financial adviser.

Senator Kisn. The marines are still in Haiti?
Mr. L:GFm. They are still in Haiti, Senator.
Senator Kix.o. And only recently the Haitians got rid of Mr.

Russell. who was the military commander there for a great many
years?

Mr. LEGER. Mr. Rwssell was not only military commander at that
time when we got rid 'of him but he was also high commissioner,
whatever that may be. and he absolutely ruled the destinies of the
Iaitian people. We only got rid of the high commissioner follow-

ing the hearings of the Foibes commission in Haiti.
The financial adviser has been not only what we would understand

to le financial adviser. though. He h;s bee'n the absolute dictator
of Haitian politics and Haitian economic and financial matters.
Time and again difficulties came up between the Haitian Govern-
ment and the financial adviser on accomnt of his attitude.

When time came for the budget. the financial adviser was not then
in Haiti. Thev would have to sendI inessages and call him back.
And the first fiiiaiicial adviser came back in 1918. I believe, when this
instance came up-he canie back to Haiti only 15 days before the
legislative session was ended, andi the budget wts supposed to be pre-
sented at the beginning of the session. He came back after tele-
grams had been sent to him calling him back. And then lie refused
to discuss any budget that had been prepared by the Haitian Govern-
ment. He just sent the lump figures without any explanation to the
Haitian governmentt and told them that they hadi to get these figures
voted immediately.

Senator KiNo. Who collects the revenues?
Mr. LEGER. The receiver general.

0
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Senator KING. Not the Haitian Government?
Mr. LEGER. The Haitian Government's finances have been taken

completely away from them. Under the treaty we had only given
the collection of customs through the financial adviser to the receiver
general, but following this incident about the budget, when the
Haitian Government absolutely refused to just take a lump sum
without discussion, without knowing what it was all about, why Mr.
Ruan decided that he would stop payment of all salaries of every
functionary in the country until his lump sum had been voted as
dictated by him.

Following that decision General Russell, who was then military
commander of the occupation, under martial law again-this is an-
other case of martial law-wrote to the Banque National of the Re-
public of Haiti and forbade them to pay I cent to the Haitian Gov-
ernment. That is, he took hold, under martial law, not only of the
customs duties already collected by the receiver general but of the
internal taxes, which they had no jurisdiction over under the treaty.
So he strangled the Haitian Government when they could not get
1 cent out of the treasury, and after a nionth, when the officials
were not paid-the people of Haiti are not very rich-the Govern-
ment of Haiti had to give in.

I am giving you this instance to show that the financial adviser is
not just an adviser, he is a financial dictator, and what he says goes.
There is no discussion about it.

The only independent body that was left in Haiti was the legisla-
tive body. We had a Chamber of Deputies and a Senate.

In 1917 elections were held under American supervision. A proc-
lamation was made by the then commander in chief of the American
occupation that marines would see to it that the elections would be
fair. Elections were held in January, 1917, and the new Congress
and the new Senate were to take office on April 15 for a period of
three years, and they could not be dissolved under the Haitian con-
stitution, no more than the President of the United States can dis.
solve the American Congress.

Congress met, according to the law, on April 15.
Senator COUZENS. 1918?
Mr. LEGER. 1917. Oi the following day, the first meeting, they

received from the Haitian Government a memorandum emanating
from the American Legation stating certain suggestions that the
American Legation wanted embodied in the new constitution that
was to be drafted. Among these suggestions was a suggestion that
the article which existed in the previous constitution forbidding
foreigners to own land in Haiti should be abolished. The legislative
body took the position that they could not receive suggestions from
a foreign embassy. That if the Haitian Government wanted to
accept these suggestions from the American Legation and make
them their own suggestions and come and discuss them before the
chambers, why we would discuss it with the Haitian Government.
But we (lid not feel-I am saying "we "; I am sorry. I say "we "
because I was a member of that congress. The chamber (lid not
feel that they could receive direct suggestions from a foreign legation
and act upon them.

Furthermore, popular sentiment was overwhelmingly against the
abolition of that clause denying the right of ownership to foreigners.
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So the congress went ahead and voted the constitution. But the day
it had finished-it was working on the last article of that constitu-
tion-we received a visit from Gen. Smedley Butler, of whom no
doubt you gentlemen have heard, andl he was accompanied by quite
a lot of marine officers and soldiers, and he had a decree of dissolution
of the chambers. They went through the files of the congress and
got all the evidence concerning the new constitution that had been
voted. Then they put us out and they padlocked the congress.

The CHAIRIMAN. This was in 1917 or 1918?
Mr. LEGER. This was in 1917, Senator. Since then we have had no

Congress until the Forbes commission came in 1930. They put up in
place of the Congress a so-called council of state composed of 21
men, who received the legislative power, the power to make laws.
But the members of this council of state were appointed and re-
voked by the President of the Republic. That is to say, of course,
that any so-called congressman that (lid not vote without any dis-
cussion projects )resented by the Government was immediately fircd.
And the point I am making'is that consequently we had absolutely no
independent legislative power. So that the American Government,
through the military forces, through the financial adviser, and
through the absolute control of the legislative branch of the Gov-
ernment was in absolute domination of the Haitian situation.

Senator CouzENs. When you had the election in 1917 how many
voters did you have?

Mr. LEGER. I could not remember the exact figures. But the elec-
tions were held under American supervision. In Port an Prince I
can give you the figures, because I ran as congressman. And as far
as I can remember I was elected by around. 7,000 votes in Port au
Prince, for one-half of the city. I can not give you the exact figuresof the number of voters, because it goes way back-

Senator COUZENS. You had an election in 1930?
Mr. LEGER. We had an election in 1930 after the work of the

Forbes commission. Before then we have had the regime of the
council of state. Practically, the executive power made the laws.
I will show you the evidence as regards the loan. The law which
authorized the loan was sent by the American Legation to the
Haitian Government. It was written by the American Legation,
sent to the Haitian Government, and voted by the council of state.

The CHIAIMMIAN. What loan have you reference to now?
Mr. LEGER. The 1922 loan.
The CHAIRMTAN. The 1922 loan?
Mr. LEGEI. 'he project of law authorizing the issuance of that

loan was not drafted bv the Haitian Governmient. It was either
drafted by the State Delpartment or its agent. the high commissioner.
Bdut in his nimiorandum asking that the loan be proceeded with he
sent that project to the Haitian Government to be voted on.

Now that I have given you about the picture of the conditions that
have existed in Haiti I will come, if you please, to the matter of the
loans.

Senator Couzmxs. Before vou start on that. Have things been
going better since the Forbes commission have been there?

Mr. LEGER. Senator. things are going better in a certain sense.
The Forbes commission made out a plan by which we would get
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President Borno out of the picture and by which a neutral, a main
named Mr. Roy, was elected as a temporary President. and his job
was to hold iill)artial elections. He had no political aspirations;
he had no political affiliations. And we have had absolutely fair
elections. In 1930 we ha(l an independent body of mien elected as
congressmen and senators, and they in turn. expre -sing the will of
the majority of the people, have elected the President of Haiti. So
we now have an absolutely independent Congress and an independent
Senate. But they have not done away with the financial adviser.
And so we are bound to have, and we have already been having. con-
flicts between the financial adviser and the Haitian GJovernment.
because the office of the financial adviser can not logically function
with an independent Haitian Government. The financial adviser
takes the position that he can dictate what caln I)e done.

Senator JohNsoN. 'That is, you have improved so far as the control
of your Government is concerned ?

3r. LEMER. Yes.
Svelator .JOIaNSON. But VOU hiave&( hot iaIl)rved -It all so fai a,

fi'iacial domination is concerned ?
Mr. LT:oER. No.
Svimator JoHi'soN. That is about tiae disti(tion. is it?
Mr. Li:OiR. And it is even going to make. from a practical point

of view, in my opinion, matters wore.- hvecaw-e we are hound to have
conflict. constantly between the two powers. The financial adviser
considers himself in power, and the Congres4s thinks itself in power.
We are bomnd to conae in conflict.

The CII.NIRMAN. What is tiae total inlebtedness of Haiti?
Mr. LEGIR. When tile loans were nale there wa1s a $16.100.400

principal loan. That was called the series A loan. Tien they put
a series B loan for the internal debt. of $5.000.000. 'hat lrings it
up to $21,000,000. And they put another loan of $2,660,.010 fo. the
national railroad, bringing it ta) to a total of m23.O(4.000. Now since
then we have reduced that debt considerably.

The CTAIRMAxN. Reduced it?
Mr. LEGER. Oh, yes. We paid the sinkizig fiand and we bought

some of the bonds in the opeii market. Our total imdebteIness now
is around $14,000.000. I will give you the exact figures. And in
these $14,000,000 you must count almost Z2,000.000 that the Govern-
ment owns, and thev have not retired theimi. They bought them on
tle market. So thait we really only owe around $i2.000.000 now.

Senator JOHSo.N,. Will voi go f)ack, as you were endeavoring to
do, beginning with the first loan. and flipn'chronologicallv continue
the story?

Mr. LEGER. Yes, sir. I would like first to submit the very first
attempt that was nmade to get Haiti -

The CH.AIRtMA. Before Von leave that. Who holds the oi)ligations
against the Haitian Government?

Mr. LEGER. Well, they are supposed to have been sold on the op'tn
market.

Senator KINo. In the United States?
Mr. LE oER. In the United States; yes, sir. My understanding is--

I have no evidence of it-my understand is that the National City
Bank holds a considerable amount of our loan. You see these bonds
are registered only at the bearer's wish. I have no evidence as to

2134



SALE OF FOREIGN BONDS OR SECURITIES

exactly who owns these loans. But I understand that the National
City Bank owns a substantial amount.

Senator JOHNSON. I did not catch what you said with regard to
the loans, about the bearer?

Mr. LEGER. They can be registered if the bearer wishes to have
them registered.

The CHAIRMAN. If what?
Senator KING. If the bearer wishes.
Mr. LEGER. If the bearer, the holder of the bonds. wishes to have

them registered in his name he can do so, but lie is not obligated to
do so.

Senator JOHNSON. These are bearer bonds?
Mr. LEGER. These are bearer bonds, but there is a clause in the

contract saying that the bonds can be registered as to principal only.
Senator JoHNSo.N. Does the United States Government guarantee

these loans?
Mr. LEGER. Well, we will have to explain these contracts.
Senator JOHNSON. Very well, go ahead chronologically.
Mr. LEGER. We will have to explain these contracts. They have

taken the position that they do, but it is not in the contract.' Made
no guarantee.

Senator JoHNSO.N. V ell, that takes you back, does it not, to the
original treaty; what we call the protocol?

Mr. LEcEJi.'No; it takes us back to the original treaty, to an addi-
tional act made in 1917 under which the treaty officials and the finan-
cial adviser are now functioning, and which the Haitian people con-
sider is absolutely inexistent legally, and which in my opinion as a
lawyer I believe is really inexistent. And I will try to show you
that.

The (.'11I1,A.x. Do you know the length of the obligatioii . The
date of payment?

Mr. LEG-EJI. Yes. The obligations were 30-year loans. Tie $16,-
000,000 loan was made in 1922. and the last one will maiture in 1952.
Furthermore, that contract carried a clause that the Government
would not have the right to repurchase that loan before 15 years,
so that we are tied up according to that contract at least until 1937.

Senator TxIo-IAs of Idaho. You say that you have purchased
some of your bonds in the open market?

Mr. LEGER. Yes.
Senator THoM3AS of Idaho. You mean thlt the Haitian Govern-

ment has purchased them?
Mr. LEGEn. We have had some reserves. we have been having ex-

cess surplus, and in 1926 the financial adviser, in view of the fact
that the National City Bank, where the money was deposited, was
only paying an interest of 2 per cent on three or four million dollars
that we had there-the financial adviser advised that in his opinion
we should invest money in our own bonds, and we bought about
$1,500,000 at 991/2.

Senator JOHNSON. Who was the financial adviser in 1926?
Mr. LEGER. It must have been Mr. Cumberland. Anyway, this

financial adviser has continued the practice, and it has been a dis-
astrous thing.

The CHAIRMAN. By having bought them?

I I
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Mr. LEGER. By having bought them. You see the stocks have
g.ne down.

The CHAIRMA.. That would not make any difference, about the
stocks having gone down.

Mr. LE(GFR. The bonds have gone down.
The CHAIRMANx. That is in the market, but not as to the payment

by Haiti. She would have to pay the whole thing.
Mr. LEGER. But no, Senator, they did not retire these bonds. Thiswas only bought with our surplus which was held in the Treasury.

Now, here we get to the situation where we may need our money.
If we.sell them when they are down we can not get anywhere near
what we paid for them.

The CHAIRMAN. If you bought the bonds it was because you had
the money. 

e

Mr. LEGER. Yes: but that money was supposed to be laid aside
for days of need. "Now, the days of need have come, and we have
no money, because we bought them at 991/_, and we can only sell
them at 63.

The CHAIRMAN. Who had the power to redem the bonds?
Mr. LEGER. The financial adviser.
The CHAIRMAN. And you had the money there lying idle?
Mr. LEGER. No. You do not get the picture.
The CHAIRMANX. Well, you say that you bought so many million

dollars of the bonds.
Mr. LEGER. According to the contract we have a sinking fund

which we must pay each year. The first year was $150,000 sink-
ing fund, nd every year that increases by $5.000. The second year
we retired $155.000." That was the regular'sinking fund. These
hoiids have been retired and canceled.

The CHAIRMAN. So you retired no more than your sinkung fund
provided?

Mr. LEGER. Exactly. But the Haitian Government upon advice
of the financial adviser bought bonds in the market so as to get
61/ per cent interest instead of 2 per cent interest.

The CHAIRMANW. If you had the money that was a good business
transaction.

Mr. LEGER. The idea may have been good, but it turned out badly.
The CHAIRM1AN'. It turned out badly because you can buy your

bonds now cheaply. That is the same with every individual in the
world to-day.

Mr. L wiEJ. Because we now need the money to-day and we can
not get it.

The CHAIRMA.. All other people are in the same fix. Who was
responsible for that? Was it wilfully done?

Mr. LEGER. Well. I do not suppose it was wilfully done.
The CHAIRMAN. Well, it was the judgment, then, of the man there

that that should be done, to redeem the bonds, was it not, under
the terms-

Mr. LEGER. They are not redeeming the bonds. Their transaction
was not to redeem the bonds. They thought in their judgment-

The CHAIRMAN. Well, they bought them, did they not?
Mr. LEGER. They bought them as an investment. They made the

Haitian Government go into the stock market, as you might call it-
they made the Haitian Government go into the stock market, that is
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what the operation comes to, go into the open market to buy bonds,
and now the bonds have gone down.

The CHAIRMAN. Well,. that was the case with all bonds. You did
not know that they would go down, did you?

Mr. Lmom. No.
The CHAIRMAN. Nor did anybody else.
Mr. LEGER. But it would be assumed, though-I am not a financier

Senator-it would be assumed that when you buy bonds at 991/2 and
the par is 100, that there is not much chance for them to go up.

The CHAIRM5AN. There may be.
Mr. LEOEn. They could only go up one-half point.
The CHAIRMAN. There was no question in the mind of anyone in

Haiti at the time but what they were redeeming the bonds, taking
that amount of obligation off of'the country. They owed it anyhow.

Mr. LEGER. It was not the idea of taking them o, because the idea
was that they would sell them eventually if they needed the money.

The CHAIRMAN. It was to redeem the bonds, as I understand,
under the contract.

Senator LA FOLLErIE. If I understand you correctly, this was not
a part of the contractual retirement of these bonds. As I under-
stand it, you had a sinking fund. You were complying with the
contract, the long contract, so far as the sinking fund was concerned?

Mr. LEGER. Exactly.
Senator LA FOiLLErFE. But this transaction that you are now de-

scribing occurred when the Government had a sUrplhs?
Mr. L..EGR. Yes.
Senator LA FOLLET'TE. A surplus of money o1n hand ?
Mr. LEER. Yes.
Senator L.% FOLLETrE. And the financial adviser, or dictator. an you

term him, told the Haitian Government to go into the market and
buy its own bonds as an investment ?
*.. ir. LEGER. Exactly.

Senator L. FOLLTTE. Instead of keeping the funds either in cash
or investing them in any other way that the Government saw fit ?

Mr. LEGER. Exactly, Senator. And now we need the money. The
financial adviser says that he can not reconimnend that we sell these
bonds, because we are going to lose money on them: and it is a fact
that, if we sell these bonds, we are going to lose about 33 per cent
on our investment.

Senator THOMAS Of Idaho. Have the Haitian people defaulted in
payment of interest on their bonds?

Mr. LEGER. No; we have not defaulted. And not only have we not
defaulted, I think we are the only Governmient on Gods earth that
has been making payments in advance. We have been making pay-
ments in advance.

Senator THoMIAS of Idaho. And vet the bonds are selling at 63?
Mr. LE(itn. The bonds are selling at 65. Not only l)ayinr in ad-

vance, but the bondholders have got practically the guarantee of
the United States Government, and President Hoover has mnade the
statement, even, that he is going to run the Government until every
cent of that loan is paid. So that the United States Government has
taken over the administration of that loan. Yet the bonds are at 65,
or at 63, so it seems that we would be as well off financially if we (lid
not have the bonds.
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The CHAIRMAN. Did you protest against the redemption of the
bonds at the time?

Senator KING. They were simply purchased.
The CHAIRMAN. Did you protest against the purchase of the bonds

with the money that had been collected for the retirement of the
bonds?

Mr. LEoain. Senator. you will have to take two things in that
picture. In the first place-

The CHATIBAN. No: I asked yon, did you protest at the time?
Mr. LEGER. The only people that could'have protested would have

been the Haitian Government, and we had no Haitian Government.
The CHAIRMAN. Well. you are here protesting now. You are not

the Haitian Government.' Did you protest as a citizen of Haiti?
Mr. LEER. n. We had no knowledge of it. The Haitian people had

no knowledge of it. There are many things even now-
The CJIAIRIAN. In other words, your foresight is not quite as good

as your backsight in this matter.
Senator KING. That is not a fair statement, Mr. Chairman. They

knew nothing about it. They had a government down there tinder
martial law, under dictatorshil).

Mr. LEGER. If ou would like to explain what you mean by my
foresight and my backsight I might be able to explain. I do not
understand whai you mean.

The C0Tn.%M.tN In other words. there are a great many people
in the world to-day that thought 'years ago that bonds selling at
par were worth all they paid for them, and the Haitian Govern-
ment thought the same identical thing, and many of the bonds that
were purchased then have (ecre sed much more than the Haitian
bonds have decreased in the market to-day. Now that is brought
about by the condition existing in the world to-day, you know.

Mr. Le:It. Yes.
The CIrAIR.31A. NOW you are complaining of that very thing

now. Nobody in Haiti knew anything about whether this'market
would be in the condition that it is. and nobody anticipated that the
bonds would be lower than par.

Mr. LEGER. Naturally.
The CHAIRMAN. Yoi can not make the people outside buy the

bonds if they do not want to.
Mr. LEGER. Naturally.
The CHAIRMANx. And anybody could have purchased the bonds at

the time, and they had the money that was paid for them at the time
they redeemed them.

Mr. LEGER. That is not contested. Senator. The point I am mak-
ing, Senator. is in fact that the operation turned out to be a bad
operation for the Haitian Government.

The CHAInIRMAx. The operation turned out to be a 1.ad operation
for the Haitian Government, certainly, and it is truc not only of
your country, but it is true of every country in the world.

Mr. LEGE.. And there was no necessity for the Haitian Govern-
ment going into the stock market.

The CHAIRMAN. You did not protest at all at the time?
Mr. LoEGER. How could I protest at the time? I knew hiom tng

about it.
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The CHAIRMAN. Lots of people look back now and wish they had
not done this or that they had done that. It is all right as a critic,
you know, to look back and say. "Well, this is the result," when the
critic himself may have done eactly the same thing.

Mr. LEGER. I think so. But if he could have done the same thing,
at least ne would have the satisfaction of doing it himself. Senator.

The CHAMMAN. They did not consult you on it?
Mr. LEGER. I beg vour pardon?
The CHAIRMA-. They did not consult you on it?
Mr. LEGER. No. I an not personally engaged in the thing. It is

the Haitian people I ant talking about. The Haitian people had
nothing to do with this thing. It was all done by the financial ad-
viser. You have got to keep that in your mind 'to understand the
picture. Every vtep that was taken in haiti was the act of the finan-
cial adviser antd of the United States Government.

The CHAIRMAN. Well. do you have ayiv information that the filnan-
cial adviser at the time wa- j'11clth0a.ing lthoe bonds with the view of
defrauiding Haiti in any way f

Mr. LEGIR. I have made no .tuch statement.
The CHAIRMAN. No.
Mr. LEGyv. I have jint said that he went into the stock market

for the Haitian Government and that the Haitian Government stood
a loss there. That is all I said.

The CHAIM.A.. Y,,u statementt .-eeiued to imply that that was a
thing that-

Mr. LEGER. We went into the stock market and we took a loss. I
said. And there is an exchange of letters about it between the Miin-
ister of Finances anil the financial adviser concerning this operation,
and the financial adviser has to admit that we can not sell these bonds
now because it i. goin to imean a loss. I do not mean to say that the
financial adviser boIughit these bonds at the time with the idea that
he was going to cau-e a los,- to, the Haitian Government. certainly
not.

The CHAIRAMA. But lie does not have to .ell the bonds.
Mr. LEGER. Well. his letter says that he has either got to sell these

bonds eventually or make a new loan. Our reserves have gone down.
Supposing we have a deficit; how are we going to meet it?

The CHAIRMAN. That is the same as with the reserves of the Gov-
erinient of the United States and every other government in the
world.

Mr. LEGER. But we have now come to the place where we have to
sell these bonds andi make a lo.ss, or make another loan. apd that
would lie wolr--e.

Senator LA Fo -rJ.EI. That would be extending the domination
over your country for another period.
Mr. LEGe:. Everv tie we borrow money we get more financial

adviser.
Senator TnOuAS of Idaho. You may be going to develop this

point. What I was interested in particularly was the condition of
these bonds now. They are selling at 63?

Mr. LEGER. They are selling at 63.
Senator THONAS of Idaho. And you say they are not in default.

Now are provisions made for keeping up the interest and going
ahead so that they will not default?
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Mr. LEGER. Senator, for this year the sinking fund and the in-
terest have been deposited in New York in advance. Now in view
of the existing conditions, the revenues of every country on God's
earth now are decreasing, and the only eventuality that is foreseen
for the year 1933 is that perhaps we will not be able to pay the
sinking fund and the interest in advance. But there is no doubt
in anybody's mind but that we will meet our obligations, for the
good reason that apart from the salaries of the financial adviser
and the receiver general, which come first, those loans have a second
mortgage; they come after the salary of the receiver general and the
financial adviser on all our customs duties. and it is a first mortgage
on all our internal taxes. It takes about $1,500,000 a year to meet
the sinking fund and the interest, and our revenues have never been
lower down than four to five million dollars.

Senator TuOMzAS Of Idaho. And in addition to that the Govern.
ment of the United tates has an indirect obligation in connection
with the loan?

Mr. LEoEr. They have no financial obligation; no.
Senator THOMAS of Idaho. Well, an indirect obligation?
Mr. LEGER. If they wish to call it that, but. they have no pecuniary

obligation to the bondholders. But they get our first money. If
there is only a million dollars in our treasury they get it first.
The CHAIRMNIAN. You think those bonds are worth dollar for

dollar, do you not?
Mr. LEGER. Yes; I do.
The CHAIRMAN. Because of the fact that the Government will not

buy it or there is no demand for it, whom are you blaming for
that?

Mr. LEGER. I am just saying that this operation has resulted
in a loss to the Republic of Haiti.

The CHAIRMAN. Yes.
Mr. LEGER. And the only person that can take the blame is the

man that is responsible for'that operation.
The CHAIRMAN. That is just like every other concern in the world.

You ought to know different.
Mr. LEGER. Naturally, the man who makes the mistake has to

support the blame in every organization.
The CHAIRMAN. Before this committee we have had evidence

here that bonds are being met under the agreement, dollar for dollar.
they are worth it to-day. just the same as the bonds in Haiti are
to-ilay, and some of them are selling as low as 20 cents on the
dollar. Now, Haiti is 63?

Mr. LEGER. Sixty-three.
The CHAIRMAN." She is three times much better off than some

of the other governments are as far as the price of her bonds is
concerned on the market to-day.

Mr. LEOEI. May I proceed now with the story?
The CHAIRIICAN. Yes; proceed.
Mr. LEGER. The first attempt that was made to induce the Haitian

Government to make a loan in the United States is linked very
closely with a political condition. In 1917 we had as financial ad-
viser-it was the first financial adviser appointed under the treaty-
a gentleman by the name of Mr. Addison T. Ruan. Mr. Ruan was
the man that had been sent by the American Government to help us
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organize our finances, put them on a sound basis, organize our system
of accounting, and in a general way get our country on the road
to financial recovery.

Senator KING. Had your country up to that time failed to meet
any of its obligations?

Mr. LEGER. Our country had never defaulted on any of its
obligations.

Senator KING. What were y,'ir outstanding obligations?
Mr. LEGER. We had three loans. One was the 1873, one was the

1896, and the other 1910. All were in France. They amounted to.
roughly, 120,000,000 francs at that time. And interest and amortiza-
tion funds had been paid or had been remitted for payment up to
July 15. 1915. That is, up to a very few days before the American
matter caie up. We were not in default on any loans.

Senator KiNG(. Your contention is that the treaty, its well its the
protocol, were forced by the military power of tie United States
upon the Government?

Mr. LEG EI. Yes. I ani coming to that directly.
Senator KIN(. Excuse ie.
Mr. LEofmt. I ant not so much insisting on the treaty, but I want

to say that the loan was not the willful ai-t of the Haitian people.
°The CC,\m r. '. Could the Haitian Governinent have got along

without the loan ?
Mr. LEGEit. Why, they might have had a year or two. perhaps

just a year, of hard tine's, but they would have been much better off,
un(hotbtedl, if that loan had iiot been made, and I am going to
tell you whyv. In the first l)lace we had enough surplus accuimulated
in 1922 to piav off almost entirely the 1875 and 1896 loans without
touching a dollar of the Ainerican loan, (lie to the depreciation of
the franc. That would have left u. only the 1910 loan, which
antotnted to 87.000.000 francs. Now. that 1910 Fiench loait was
only a 5 per cent loan. paying only 5 lier cent interest. And, as you
kn;w. the frane has gone lown c(osiderably.

Semator THo.%i.s of Idaho. That loan was payable in francs but
not in gold?

Mr. LEGER. Well, we have a controversy. When I say " we "-we
should not be having it. It is the American Government. Because
when they made that American loan apparently they had had no
contacts or negotiations of any kind with the French Government or
the French people. And that'1922 loan was made primarily with the
object of reimbursing the French loan on the del)reciated fi-anc basis.
But a great many of the French bondholders, however, refused to
accept that. And now we are having a controversy with the French
Government. The money is over there in France. I believe there
are 30,000,000 of these bonds outstanding, and the French Govern-
ment is having a controversy with the Haitian Government, claim-
ing that that should be paid 'in gold.

The CHAIR-MAN. Do you remember what the bonds called for?
Were they made payable in gold?

Mr. LEGER. The contract (lid not mention at any moment gold.
It just said francs. But we had given as guarantees of these loans
customs duties affecting the loans. The guarantee that was given
was a gold guarantee. But the loan itself was a franc loan. How-
ever, up to now the matter is not settled, and the 1910 loan is not yet
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refunded entirely. There is a fight going on with the Haitian Gov-
ernment which has absolutely nothing to do with the operation, and
the French Government is claiming payment in gold.

The CHAIRMAN. Has the Haitian Government set aside reserves to
retire that in the event they have to pay it eventually?

Mr. LEGER. The only time was that six or seven millions which was
transferred at the rate of 6 francs to the dollar by the American ad-
viser, with the idea of paying off the French loan, but he never got
away with it. So we have a disturbing condition, and it affects our
credit in France if we want to borrow money to-day. We can never
get any credit in France until we settle that with the French Gov-
ernment. So our credit with France is directly impaired by that
operation.

Well, in 1917. as I stated, Mr. Ruan had been appointed financial
adviser. We have never known just what was the financial back-
grond of Mr. Ruan; whether ie had had experience as a financier.
The only information we have ever had. to my understanding, was
that lie was just a clerk in the Navy Del)artment before being ap-
pointed financial adviser to Haiti. And lie canie down there, and lie
had quite a series of difficulties with the (iovernment about budget
matters. but in 191' he wrote a letter eJibodving his suggestions for
putting Haitian finances on a sound basis. And that letter is a very
important document. because it has had a bearing on the very life
of the treaty. And also it show., just how the thing worked as
regards the loans. If it is not im)osing too miuch on the patience
of this committee I would like to read this letter, or part of it any-
way, because it is a very important document.

The CHAIRMA-N. You have an hour and five minutes. We would
like to get through by 12. hut of course if you can not, why, we will
give you more time this afternoon, maybe.

Ml:. LE(;R. I have made a translation of this letter.
Senator THorAxs of Idaho. Are you going to read 'all the letter?
Mr. LEGER. Well. I will if von wish. Or I will read just the

essential passages.
Senator THiOMALs of Idahlo. May I make. the suggestion that after

having read the part that you want to for the information of the
committee, that you have ihe letter made a lart of the record of
the testimony?

Mr. LEGOER. I have this letter in the official exl)o,' of the situation
mia(le by the Haitian Government in 1917.

Senator THOMAS of Idaho. That will be a part of the record.
Mr. LAEGER. But that letter is in French. I believe that the orig-

inal was written in French. I have made the translation. In ease
that letter was written in French. then of course my translation can
go. But I have made an English translation myself. The point
I make is that if it. was written first in English an~d then translated
by the French Government, and in their records, and I made a trans-
lation of the French document, my translation may have a difference
of aI word or two in the English translation.

The CHAIRMAN. Would it make any difference?
Mr. LEGn . No: the meaning, the passatges are absolutely identical.
IThe CHAIRMAN' Well. why did you ma ke any change a! all?
Mr. LEGER. I did not make any change at'all. Senator. I have

only made a translation front the copy of the French letter. The
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letter is written in French in the book. Whether he wrote it in
French or English I do not know.

Senator TiorAs of Idaho. I see.
The CHIRIAInIN. Put the whole letter in so there will not be any

question about it.
Mr. LEGeIt. Here are the essential parts of that letter, written to

the Secretary of State for Finance and Commerce. He states:
Article I of the treaty of September 16, 1015, creates for tihe (loveraillient of

the United States the obligation of assisting the Governmnent to inut its finances
upon it sound lasis. I have consequently made a careful study of the existing
eOndioiow iO ad haive' arrived at th, conclision that it i.4 advisable to effect a
16at of $3(.0H)OA(IM in order to reillilrse till the existing and vallid obligations
of 1haiti, and in order to provure funds for public works and allieliorationis
destined to develop the resources of (le island that is so po)werfully rih.

And then he goes on and says that tihe conversion would be a good
thing. He keeps on by saying:

By reason of the conditions now existing In urols' the presellt nolnet
offers eircumstances that are exceptionally favorable for the reimbursement
of the exterior dehts having a nominal value of 120.)00.0X)0 franvs, not including
arrears in interest. We could buy tile bonds with a (iscoilat antd to reinlilrse
them it the rate of 6 franvs for $1. while the, normal rate is 5 francs for $1.
This difference alone in tie rate of' exchange will const iitule. by itself, an
economy of $4.000.000 in gold for the G1overnmlent.

Then comes the vital point:
As to tiw possibilities of effecting the new proposed loan of $30,000,000, I

have made painstaking Inquiries and have convinced myself that same can
not be negotiated for a period of time longer than the teri of the treaty. And
It is certain that Haiti eoull not )ind itself to reinburse such a loan within
the nine years that the treaty has still to run. in order that tilt, banks and
the capitalists agree to put their money inI tile loans. they must bie assured that
the conditions of the treaty will continue In force for the maximum period
foreseen in article 16.

Then lie keeps on and says that lie has been taking monioey away
and paying the Governmenit. and further states. which is another
vital point:

Now that. after careful-

and the word in French is " painful "--

after careful and painstaking studies of the needs of Haiti. I have formulated
and presented a plain for the establishment of Its finances oi I titin and solid
last".

That is the $30,000,000 loan. [Continuiig:]
a plali Whil has bad the honor of approval by your Government. I be-
lieve it is my duty to indicate to you the necessity of taking innediately meas-
ures that will le essential for the application of this pln. These measures
are that your Government, in order to bring the capitalists to subscribe to the
proposed loan of $30.40,000, must inform the Government of the United States
that Haiti desires that article 16 of the treaty receive all the extensions fore-
een, and requests of it. in conformity with article 1 of the treaty, that it lend

its good offices in order to induce the American syndicates to submit their
offers to your Government.

That mneanis that the financial adviser nine montlis after the treaty
had been ratified told the Haitian Government:

You must make a loan, and in order to make that loan you must tell tile
American Government that you desire that the treaty he froin now on extended
for 10 years more, making a 20-year treat..
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And he adds:
The impossibility of obtaining this loan without these conditions Is estab-

lished by numerous researches.

And lie continues by making a very distinct threat:
Present circumstances offer to Haiti all exceptional occasion to place its debt

on a favorable footing, andi there is every reason for your Government to take
advantage immediately of tile opportunity offered and to put its finatnces on a
solid basis. And, in view of the existence of this opportunity, I do not believe
that I call conscientiously prejudice the rights of the creditors of the Govern-
ment by continuing to nake advances to the Government for its current
expenses ill the absence of a definite plan for their restitution.

The CHAIRA.x. W11o is it signed b-?
Mr. LEGmE. It is si,..,ned by Addisoi 'r. Ruan, financial adviser.
Tie CHAIRmAN. Of tile 1-nite(l States?
Mr. LE (;ER. Yes: of the United States.
(The letter front A(hlison T. Rtins. financial adviser. to the Secre-

tary of State for Finance and ('oninie'ce. is here printed in the record
in full as follows:)

PORT AU PRIxC, February 15, 1917.
TO THE IIONORA"IE SECIRIrfARY OF STATE FOR FINANCE AND COMMERCE,

Port aiu Prince.
Sin: At the (late of September 26, 191(;. I lid the honor of sublnitting to

you the following mniemorandun:
Article 1 of the treaty of September 16, 1915 creates for the Government

of the United States the obligation of assisting the Government to) put its
finances upon a sound basis. I have consequently made a careful study of
tile existing conditions,.and have arrived at the conclusion that it Is advisable
to effect a loan of $30.000.4tJ ill order to reimbur.e all tile existing and valid
obligations of Haiti, and in order to procure funls for public works and
ameliorations destined to develop the resturces of the island that Is so power-
fully rich. South a conversion 4t the existing debt will free the present af-
feetations of the customs revelries. and consequently will permit the revision
of tile custolas tariff asked by our ('oninerce. present anit future, and! will,
at the same time, allow the Government to increase its income for the current
expenses by dlereasing by nllproxinmtely $2.5(10 per annum the fixed charges
which now arise tp the exorbilant sui of $4.0110.000. By reason of the con-
dlitions now existing ill Euroeli tile present moment offers cireumstalnces that
are exceptionally favorable for the reimbursement of the exterior debts hav-
Ing it nominal value of Fr. 121.1041.0110, not including arrears in interest.
We could buy tlhe bonds with a discount -ind to reinibuse, them at the rate
of Frs. 6 for $1, while the normal rate Is Frs. 5 for $1. This difference alone
In the rate of exchange will ionstittlh. by itself. aim ecollonly of $4,000.000 in
gold for the Government.

As ti the possildlities of effcting the hiew proposed loa of $30,000,000. I
bave made iltinstaking inquiries an( have convinced myself that sane can not
be negotiated for a period of time longer than the term of the treaty. And It
is certain that Haiti could not bind itself to reimburse such a loan within the
nine years that tile treaty has still to run. Ill order that the baiks and the
calzallsts agree to put heir money in the loans, they must be assured that
tile conditions of the treaty will continue in force for the maximum period
foreseen In article 16.

The advantages for Hailli reimbursing its finances as has been indicated, are
so itmanifest that I hasten to submit for your consideration tile utility of seizing
the present opportunity before any changes In conditions occur.

Realizing the difficulties which would face your Government If the present
affectations for the public debt were paid, this office has assumed the responsi-
bility of advancing temporarily to your Government out of the proceeds of this
affectation the monthly sums now required for the proper administration of the
affairs of the country until It should be found possible to make a minute study
of the existing financial problems and to submit a plan for a permanent solution.
During this period of tile necessary for a careful study and for wise con-
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clusions, I have lbeen subject to pressing importunities of the creditors ill need,
both foreigners and laitlans, and these importunities have become more pressing
and more clamorous as the days gradually go by without bringing any comfort
to them.
Now that, after careful and painstaking studies of the needs of Haiti, I have

formulated and presented a plain for the establishment of its finances on a
firm and solid basis, a plan which has had the honor of approval by your
Government, I believe it Is my duty to indicate to you the necessity of taking
immediately measures that will be essential for the application of this plan.
These measures are that your Governmenat, ill order to bring the capitalists
to subscribe to the proposed loua of $30,000,0. inust inform the Government of
the Unted States that Haiti desires that article 16 of the treaty receives all
the extensions foreseen, and requests of it, ill conforniuty with article 1 of the
treaty, that it lends its good olicts in order to iduce the American syndilcates
to submit their offers to your Government. indicating the terms upon which they
would accept to make Ihaiti a loan of $30.000,000. to be relnbur.ed during the
extended life of the treaty. The impossibility of obtaining this loan without
these conditions is established by numerous researches.

Present circumstances offer to Haiti an exceptioml occasion to place Its
debt on a favorable footing, and there is every reason for your (VTvernment
to take advantage inmneliately of tile tipliortunity offered all toi pillt its
finances on a solid basis. And, in view of tilt, existetie of this opportunity,
I do not believe that I can conscientiously prejudice the rights of the cretitors
of the Government by continuing to make ,Ii'ahvIes to I le (;ovel'linilt fll Its
current expenses in the absence of a (lelnite hIat fuor their rest itutibn.

With the assurance of my high esteem. I have the Ilimor of being, sir,
Very respectfully,

,Amuisox T. Iltu.x, i"iiiwt('ial AdIi.lr.

Ali,. LEGER. NOW that document is a very important loeuient.
This man who was out' financial adviser tells the Haitian Govern-
nient that he has iade painful and painstaking studies of the needs
of Haiti.

The CHAIRMAN. He was your financial adviser?
Mr. LEG . Oh, do not call him ours. Senator. Call him yours.
The CuHAnw. rAN. Well, I do not know why you should say that.

Now why?
Mr. LEGER. Well; the records will show that. Every time we had

a fight with him the American Government was right back of
him.

The CHAIrIMAN-. No; I do not mean you. I naan the Haitian
Government.

Mr. LEw;II. No; the Haitian G(overinnent. I am not talking
of myself. I have no personal interest in the matter.

Senator KlNG. He was sent there by the American Goverinent?
Mr. LEGER. He was sent there by th'e American Government.
Senator KING. He was a Naval Officer?
ir. LI:GEt. No, sir; he was not. He was a Navy clerk.
Senator KING. He was a Navy clerk?
Mr. LEGER. Yes.
Senator KiNG. And our Government made hit official adviser?
Mr. LEGER. Yes.
Senator KING. And put him in charge?
Mi'. LEGER. Yes. And he took his orders and had the support

of the State Department.
Senator KING. What were the obligations of Haiti at that time?

When he wanted to force a $30,000,000 loan on the Government?
Mr. LEGER. Well, as you see, it was to pay off the French debt,

according to what he said.
Senator KINo. What was that?
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Mr. LEer. TFhe French debt amounted at that time to about
120,000,000 francs. That is a little less than $25,000,000.

Senator KINo. In gold?
Mr. LEGER. No; in francs.
Senator KNGo. In francs I mean.
Mr. LEGER. But he considered that was a very good operation,

because the franc was 6 to 1. He said it was wonderful.
Senator KIN.. Proceed.
Ml'. LEoER. I was saying that this document is very important,

because this nuan, who was supposed to be out' adviser tiald to tell us
what to (1o, tells us the first thing that we must (1o is to extend that
treaty, which wa.. made for 10 years; we must extend it for a period
of 10 additional years. Now we have to go back to the treaty.

Senator LA FOLLE"rE. And, as I understand it, he threatens in that
letter that if you do not extend it he will cut off the revenue?

Mr. LEGtIEr. He says lie will cut off our revenues. We have got to
make that loan to pitt outr finances on a firm basis or he is going to
cut off thet revenues. And lie tells its: You can only imake that loan
by extending the treaty. And although he does not say what re-
searches were made. or what inquiries, the facts show conclusively
that he had not been in touch with the b)ankers, because after we
signe(1 tlt l)al)er lie could not make that loan, so that evidently he
itiust not have been in close contact with the bankers in New 'York,

but lie stated that he liad made inquiries anld researches, and he says
that we could only get that loan if that treaty wits extended. Now
with regard( to that treaty.

I will have to read to y01u the passage of that treaty. It is in
English. Article 16 states that-

The present treaty shall reina'n in full force and virtue for the terx of
li years. to lie couited from the day of exchange of ratifications--

That was in May 1916. [Continuing rea(ling:]
and further for another terin of 10 years If. for spe.ili! reasons presented by
either of the high contracting parties, the purpose of this treaty has not been
fully accomplished.

Now evidently to know whether the l)ti'poses of the treaty had
been accomplisled you would have to give the treaty a chance to
run. That is to sat,. that the intent of the parties w'as that at the
end of the treaty theyv should see if all the purposes liad been fulfilled,
and if they lhad not been fultilled you could prolong it. But it
certainly seemed v'erv strange that after only 11 months they would
know h forehand thalt the treaty had not accomplished its purposes.

Furthermore. when this treaty was voted it was voted by the
Haitian chambers with what we, call tin interpretation, and that
interpretation stated very clearly that. the treaty could not be re-
newed until the end of the 10 years. and pro',i(led the Haitian
Government. .was satisfied that there were sufficient reasons to prolong
it. This interpretation, of course, would not bind the American
Government, because it was not voted by your Senate, but it was
certainly binding upon the Haitian Goveri;nment. since it had been
voted at the time of the treaty by the Haitian chambers.

Notwithstanding that they went ahead and they signed in 1917
the deed known as additional act to the treaty of 1916. which extends
that treaty for a period of 10 years, and it is on the strength of
that document that the financial'adviser is now functioning in Haiti.
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That document has been protested as being absolutely null by the
recent chambers, and for the following reasons. In the first place it
was made to a certain extent as an accessory of this proposed loan
of $30,000,000 which never materialized. In the second place that
additional act stated that it should be ratified by the established pro-
cedures of the two countries, and that ratifications thereof should be
exchanged between the two Governments.

The CHAIRMAN. Were you sent here to testify by any authority
in Haiti?

Mr. LEGER. No. sir; I was not.
The CHAIM.MANIr. You are coming here as a private individual?
Mr. LEGEn. As a private citizen, having at heart the welfare of

my country.
The CHAIRMAN. Who is paying your expenses?
Mr. LEGEJI. I am paying them i .yself. Senator.
The ChAIRMAN. Iid you ask the Haitian Government for an ap-

pointment here?
Mr. LFGER. No. sir; I did not. I did not. The Haitian Govern-

ment knows that I am coming here, but I have not been sent by the
Haitian Government. I have not come at their request. I have not
received any pay of any kind from them.

The CHAIRMAN. It seems to me that we had better confine our-
selves to American loans. American finances, rather than to take up
the question of France and the loans in France. I do not think that
that is any of our business.

Mr. LEttER. Well, this is not a French loan. This is an American
loan I am coining to.

'Fihe (Ch,1R31,x. Well.0 you are coming to it, I know that, but I
wanted to know what authority you had.

Mr. LEewIt. I have no official authority of any kind.
The CHAmniCx. That is all right. I haven't anything more to

sa. Just go on with the other. Although I think this hearing
ought to be confined to American finances.

Mr. Liait. Yes. Well, that is what I am coining to.
The CHAIRMAN. Yes.
Mr. LEGER. I an just showing you how that loan was made. My

purpose is to establish that that loan was a political loan made by
the State Department, and I have to read you these documents to
show you that.

The C1.AMANix. Well, I do not think there is any question about
that.

Mr. LEERn. I beg your pardon?
The CHAI1RM3AN. I (1o not think there is any question but what the

loan was made by the American Government; that is, I mean per-
haps made by the consent of the American Government. Now let
us confine ourselves to that.

Mr. LEaiR. Well, my point is not that it was made by the consent
of the American Govermnent. My point is that it was made by the
will of the American Government.

The C1AIR-MA.-. Well. put it any way you want. to. Let us con-
fine ourselves to that.

Mr. LE m. I am coming to it. May I proceed with this treaty?
The ChAMMAN. If it has anything to (io with the loan.
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Mr. LEGEJI. It has, because it dominates the entire financial loan
made in 1922. The additional act. It dominates the entire financial
situation, as the loan was made between the United States bankers
and the Government of Haiti, by the State Department. It domi-
nates the entire situation.

As I stated, this additional act shouldd have heen, according to its
own terms, submitted to the established procedures of both countries
and ratified. Now that act was never published in any Haitian
paper, official or not, until 1922. It was never passed upon by any
Haitian chambers, and it was never ratified in any form or shape to
my knowledge. And to my knowledge it was never ratified either by
the United States Senate.' No ratifications, consequently, have ever
been exchanged by tit (overments. The only thing was a state-
ment that it had been ratified by the Constitution of 1918. That wa.
a constitutional act voted by t plebiscite. But I do not see how a
people could have ratified an act which they had no knowledge of.

This 1917 act, by virtue of which the Anierican financial adviser
acts now, and which was invoked as a guarantee of the loan male in
1922, was never published in Haiti, -and was not known to the
Haitian people until 1922.

After the 1917 act was signed Mr. Ruan went to the United States.
and it is apparent at that time that he negotiated or made efforts to
make that $30,000,000 loan. His efforts were unsuccessful. His ef-
forts were entirely unsuccessful. And the loan was not concluded.
In fact Haiti managed to get along without the loan.

But in 1919 another effori was muide by the American (iovrnmneit
to get the Republic of 1laiti to make another loan. A lroto(oi was
signed on October 3, 1919. in execution of one of the articles (if the
treaty, which said that the Governments wolld sitg a ])'rot(,c(, for
the liquidation of certain claims that were outstandiml4 ai4aimnst Haiti.
In that protocol it was stated that Haiti agreed to make a loan of
$40.000,000, to he made not later than two years after the (late of the
protocol. And the protocol which was rendered public made abso-
lutely no mention of the 1917 additional act.

I will have to read the essential passage of the protocol to you.
article 4 of the protocol says:

In order to make possible the settlement of the awards rendered by the
claims commisison and the refunding of those obligations specificallyU men-
tioned in Nos. 1. 2, 3, and 4 In Article III above. and otherwise to establish
the finances of Haiti on a firm and solid basis, tile Republic of Haiti agrees to
issue, upon the terms and at a time to be fixed in accord with the financial
adviser, but not later than two years after the date of the signature of this
protocol a national loan of 40,000,0 dollars gold ($40,000.000) payable in 30
years by annual drawings at par, or by purchase below par in the open
market.

Then article 8 gives this first mortgage on our revenues as guar-
antee of the loan. But there is a clause which is a very import-
ant clause in this protocol, which says:

It is clearly understood that this protocol does not in fact or by implication
extend the provisions of the treaty of September 16, 1915, hereinbefore
mentioned.

Now, this protocol is the only document that the Haitian people
knew at that time. They had no knowledge of the existence of the
additional treaty of 1917, and consequently-

The CHAIRMAN. You mean of 1915?
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Mr. LEO(ER. NO. I am talking about that additional act that was
signed in 1917 extending the treaty. This protocol of 1919 makes no
mention of that but states very clearly that this protocol-
does not in fact or by Implication extend the provisions of tht treaty of Sep-
temnber 16, 1915, hereinbefore mentioned.

And it goes on to say:
It is agreed that the payment of interest and the amortization of this loan

will constitute a first charge upon all the internal revenues of Haiti, and a see-
ond charge upon the eustonis revenues of Haiti next in order, until the expira-
tion of the treaty of September 16, 1915, after payment of salaries, allowances,
and expenses of the general receiver, and the tiicil adviser and their
assistants; and it is further agreed that the control by an officer or officers duly
appointed by the President of Ilaiti, upon nomination by the President of the
United States, of the collection and allocation of the hypothecated revenues,
will be provided for during the life of the loan after the expiration of the
aforesaid treaty * * *.

So that for all Haitians who read this thing it meant clearly that,
if this loan of $40,000,000 was made, as long as the financial adviser
and the receiver general remained, in virtue of the treaty they were
to control the revenues and apply them first to the paynnlent of that
loan, but that at the expiration of the trety there was to be oIly
an officer appointed whose -:,le duty would be to se that sufficient
funds would be allocated in order io meet the l)ayments; but there
was never an' intention of continuing the treaty or the financial
adviser after the expiration of the treaty of 1916.

want to make this point very clear. because it is the whole con-
troversy that. is existing now between the Haitian Goverullient and
the United States, who claim that in virtue of the loan they have
the right. to continue the financial adviser until every cent is paid.

We then at that moment had as financial adviser Mr. MacIlheniny.
When conditions had(1 gotten so bad between Mr. Ruan and the Gov-
ernment that it was impossible to do business with him, lie had
stopped salaries and gotten into fight after fight; finally the United
States Government recalled Mr. Ruan.
The CHAIR,.MAN. What year was that in?
Mr. LEGEI. Late in 1918. And the Secretary of State of Haiti

requested the American Government, if they had to do these things
that they send a financial adviser who could talk 1relch, because
it was essential for him to carry on the blilsiness of the Haitian
Government, and they requested that the State Department before
making the nomination should confer with the Haitian Government
!-o we would know whom we were going to have and what were the
qualifications of the financial expert. We had had Mr. Ruan, who
was a Navy clerk, who had scant knowledge of financial conditions.
It was a w[ise move on the part of the Haitian Government to re-
quest this. No answer was made by the State Department, but they
sent down Mr. John Macllhenny as the financial adviser. We have
never had any specific information as to what were his qualification.,
as a financial expert, and it was our understanding that he had
manufactured some sort of sauce.

Senator KiNc. What
Mr. LGER. It was our understanding that he had manufactured

some kind of sauce before he had been appointed as financial ad-
vi.ser. He was occupying the position of the president of the Civil
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Service Commission when he was taken out of that job and sent to
Haiti. So here we had another man coming down here who ap-
parently, to the best of our knowledge, had no apparent qualifica-
tions of any kiihd, financial qualifications. And this was the man
that was given full control, full sway over the Haitian finances, and
who was going to make that $40,000,000 loan.

Senator JoHN-so.v. When was he sent?
Mr. LEGER. He was sent in 1919. Ie had some very sorry experi-

ences with Mr. MacIlenny. He first came down there, and after
the protocol was signed he went up to the States to make that $40,-
000.000 loan, and he could not get any loan. And on Januar.- 8, 1920,
came a letter from him proposing that instead of making a $,t,000.-
000 loan we should make a $25,000,000 short.teriu loan, to be guar-
anteed by $3,000.000 collateral notes bearing 6 per cent interest over
a period of 30 years: Pressure was brought upon the Haitian Gov-
ernment, and they authorized MacIlhenny to make that $25,000,000
loan. He went back to the States, and he could not make that loan.

In November. 1920. lie came back and made another proposal that
we should this time borrow $15,000,000 short-term loans at 71/2 per
cent, with $25,000,000 collateral long-term notes as security. This
time the Haitian Government put its back to the wall and said,
"We will not borrow $15,000,000. We do not need $15,000,000. And
if you insist upon making a loan we will make a counterproject."
And they made a counterproject to MaeIlhenny, saying, "We will
only borrow $11,000,000, with $15,000,000 long-term notes as col-
lateral." But the Haitian Government made the point and said:
"If we make this short-term loan of $11,000,000, and guarantee it by
$15,000,000 long-term notes, what about the difference if the $15,000,
000 of notes are sold? We will just receive the $11,000,000, but who
will get eventually the $4,000,000 difference between the $11.000,000
and the $15,000,00? " We have never got any answer upon that
point from the financial adviser. However, there was a memorandum
from the State Department accepting that proposition of the Haitian
Government, and stressing the point that it was very urgent that
that loan should be made immediately. I will read you the memo-
randum later.

The financial adviser went back, and he never was able to get that
loan.

Then the Haitian Government really started the fight to get rid
of that loan.

The CHAIRMAN. To what?
Mr. LEGER. Then the Haitian Government really started the fight

to get rid of that loan. They had come to the conclusion that it
was a bad thing for the country. And they did everything they
could on God's earth to stop that loan being made. They raised the

point that the loan could not be made under the protocol any more,
ecause that protocol had foreseen that the loan should be made two

years after its date. Not later than two years.
Senator KIo. Not later than two years?
Mr. LEGERI. Not later than two years. And the protocol having

been made on October 3, 1919, naturally on October 3, 1921, the two
vears were over. They had at least 10 or 15 exchanges of notes
trying to get away from that protocol and that loan, and the State
Department every time came back and said, "We do not consider
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that your arguments are worth "-I do not know how to express
that-not to use a strong word-they did not consider that our
arguments had any value, you see. "And we insist upon the protocol
as being valid."

On November 3, 1921, the .State Department submitted another
project, this time for a loan of $14,000,000. And they submitted
for the first time two concrete proposals. One was by the National
City Bank and one was by the Speyer-Blair Syndicate. The Na-
tional City Bank loan was a loan of 8 per cent, and the Speyer-
Blair loan was a loan of about 8 per cent.

The Haitian Government refused to consider these loans, stating
that in their opinion there was a question of the protocol that should
be threshed out. That if any loan should be made there should be
a new protocol.

There is a letter of January 18, 1922, from the charges d'affaires,
which is a typical letter, a very short one, that I would like to read
for the record just to show you how these things were handled.
Here is the letter in answer to the memorandum by which the Haitian
Government stated that they considered that the protocol was not
in force. Here is the only answer we got from the American
Government:

LEGATION O THE UNITED STATES OF AMERICA,
Ja n uary 18, 1922.

Mr. MINISTEI: In reliy to the Iiaelntoranduil of your excellency's Govern-
ment under date of December 30, 1921, I am Instructed by the Department of
State to inform your ex,,'lleney's Government that the Department of State
can not take into consideration any suggestion questioning the validity of
the protocol which my Government considers to be In full force and effect, and
must stand upon Its suggestion that authorization be sent to the financial
adviser to undertake formal negotiations for a loan.

Senator KING. Who was the charge?
Mr. LEoEIR. That was Curtis C. Jordan, American charge d'af-

faires. So here you have a very curt note from the American
charge d'affairs replying, by authority of the Department of State,
stating that the Government of the United States stands upon its
suggestion that authorization be sent to the financial adviser to un-
dertrke formal negotiations for a loan. That is no longer a sug-
gestion. It is an order.

The Haitian Government wrote back and stated that they might
consider accepting the protocol providing certain modifications were
put in the loan law, and on January 28, 1922, the same charge d'
affaires wrote back this letter:

LEGATION OF THE UNITED STATES OF AMERICA,
January 28, 1922.

Mr. MINXSTEM: InI a note dated January 19, instant, your excellency informed
me that your excellency's Government Is disposed to authorize the financial
adviser to enter into formal negotiations for a loan of the nature of the
proposition of Messers. Lee Higginson & Co. with certain modifications that
a1ve indicated In its memorandum of December 30.

I have the honor to inform your excellency that I communicated this note to
my Government and In reply I am Instructed to state to your excellency's Gov-
ernment that the Department of -lat doe: not (li!,.over In this note any
departure from the position taken by your excellency's Government in its memo-
randum of December 30, last.

I am further in:stru(t(,d to state that a l-an negotiated by the financial ndvi.sr
on ally basis not re,,ognizing the proto'ol a:s beiig in full force alll( effect would
not revive the sanction of my Governnment under the treaty.
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Well, notwithstanding that )essur' ti Haitian (overnment still
refused to make that loan. lThey played for time; they discussed
about the protocol, and fitially it got'to tilhe point where the year
1922 arrived without any loan having been made.

Now in 1922 tile end of the presidential term of President )ar-
tiguenave arrived, and there was consequently a new presidential
election to be held. Very great pressure wits blr)otlght 11pon President
Dartiguenave. Of course the records (1o not show it. but it is matter
of current knowledge in Haiti that President Dartiguenave could
have been elected if he had promised to make that loan. President
Dartiguenave refused to take any engagenlent concerning that loan,
and consequently General Russell. who had come down as American
high comnmissioner, withdrew his support from him, and President
Dartiguenave fell out of the picture. Mr. Borno. who was the man
who signed the convention of 1915 ail who is also the mai who
signed the additional act of 1917 extending that treaty for 10 years.
was elected as President of Haiti.

Senator KING. By whom I
.Mr. LEGER. By the Council of State. And the Council of State,

as I have already told you, was under the full domination of the
Americans. because they held their job only by virtue of the will of
the high commissioner. So that practically it can he said that he
was elected by the Council of State and by tih(, American (ov-
erinent.

Furthermore, it developed that Mr. Borno. under the Haitian
Constitution, was not eligible, because he was born of a French
father, and there is no doubt in any Haitian's mind that that thing
was held over his head as a club by the American high commuis-
sioner. And the bargain that was made was that if Borno (lid
not undertake to do what he was told, especially as regards the
loan, he would not be recognized as the President of tie Republic
of Haiti.

Mr. Borno undertook to do what he was told, and he was ack-
nowledged as President of the Republic of Haiti. He was inducted
into office on May 15, and on June 1, that is, 15 days after, only, lie
published a long memorandum stating that the loan had practically
been agreed to already by the government; that his government felt
obliged to carry on the obligations, and that it was a good thing
for the country, and that they were going to proceed with that
loan.

On June 3 .r 4-I do not know which-the American high com-
missioner submitted a memorandum to the Haitian Government em-
bodying a project of law which was to be voted by the Council of
State authorizing that loan, and on June 22, less than a month after
Mr. Borno took office, that law was voted authorizing a total loan
of $40,000,000, to be issued in series as the financial adviser was to
see fit. That is how that law of 1922 was voted.

Up to then there had been three offers made by bankers in the
United States. One had been the Spever-Blair Syndicate, one b,.4
been the National City Bank, and the'third had 'been Lee-Higgin-
son. And the State Department had always stated that in their
opinion the Lee-Higginson project was the best project, and should
have been accepted.
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But once this loan was voted there was a prospectus put out
and in that prospectus for the first time caie up that question oi
the additional act of 1917. That is when it was brought out. And
it was stated that this loan vould be made by virtue of the treaty,
having as guarantee of the treaty the protocol of 1919 and the addi-
tional act of 1917. That is really when the Haitian people got to
know that that act existed; an act which had never been ratified.

Anyway, the prospectus was gotten out, and whether.there were
several sealed bids or not, I do not know. But what I do know is
that the National City Bank got the loan. They got it on the basis
of an offer of 92 and a fraction. In other words, for a $16.000.000
loan the Haitian Government got $14,700,000. Which brings the loan
to over 30 years to yiehl an interest of approximately ' per cent
and a fractfon.
'lhat loan wa.4 supposed to be used primarily to reimburse the

French loans. Then to pay of certain debts of the Republic. And
was supposed to be used for constructive purposes. And the State
I)e artment had consistently urged upon the Haitian Government
that one of the main reasoims that this loan should be made was
that it would enable the Republic of Haiti to remove or reduce
Coiisi(herably the very high export duty on coffee.

There is' a memorandum of the State departmentt that insists
particularly on this c.aiise. andl certainly it was one of the consi(lera-
tions that urged to a certain degree the Haitian Government to
accede to the suggestions an(] to the pressure of tia' American
Government.

I will read you that memorandum if you will allow me to do so,
or that part of it anywa)'y.

It must be said, before I m'vwl this thing, that in 1920 the commer-
cial situation in Haiti was very bad. Coffee prices had dropped
considerable. and the Haitian Government made it desperate effort
to relieve temporarily the situation by reducing even for a short
period the export duty on coffee so as to enable tile Haitian peasant
to get a better price on their coffee. They made repeated efforts to
do that. But the American Government constantly refused, and
they used as argument that if-here is one of the arguments they
used, in a letter from the Legation of the United States, on January
4, 1921, in which they said:

The Department states that the c.ontinuanc. of the present export duty on
coffee is the prime factor upon which the loan for Hiti Is to be computed.
Therefore. to diminish this duty temporarily would necessarily militate ma-
terially against the success of time negotiations for such a loan which are now
In progress. and the actievenment of which my Government considers of vital
Importame for the establishment of the finances of Haiti 'on a firm and solid
basis, as well aq for the proper and efficient economic development of the
country.

So that the American Government said "We will not allow you
to remove that export duty, because we want you to use that as a
guarantee for the loan." But it was also said that when the loan
was made it would enable its to reduce the export duty. And in
this connection here is a passage from a memorandum dated Novem-
ber 3, 1921, from the American charge d' affaires, which begins this
way:

During the time which has elapsed since the receipt by the Department of
State of the memorandum of the Haitian Government dated November 12,
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1920, in which the Government of Haiti advised the Government of the United
States of the conditions under which it was willing to authorize the flotation
of a loan for the Haitian Government in the United States, the Government
of the United States, in spite of the obstacles interposed, has not been unmind-
ful of its treaty obligation to assist the Haitian Government in the realiza-
tion of this desire and has continued its efforts to interest American bankers
in a loan for Haiti.

Then it goes on to say:
The department feels certain that the Haitian Government Is still of the

opinion that a loan is a necessity for the welfare of Haiti-

Mind the term.
TIe department feels certain that the Haitian Covernment is still of tile

opinion * * *.

Well the Haitiait Government was not very certain about that.
[Continuing reading:]

The department feels certain that the Haitian Government is still of tile
opinion that a loan Is a necessity for the welfare of Haiti for the following
reasons :

And it gives two or three reasons. And it says:
Finally, but most Important of all for the welfare of Haiti, the oppor-

tunity the loan will present to remove at an early date all export taxes on
the products of the soil which have heen referred to.

And it continues:
It is therefore earnestly hoped and urgently recommended by the Govern-

ment of the United States that, after Ilie cotnsiderati has bven given to
the above tentative loan offers, concerning which further details will be
given if requested, the Haitian Government will cause no further delay to
occur In transmitting to the Financial Adviser of Haiti, now in Washington,
the necessary full powers in order that he may initiate formal negotiations

Now every time we have a connnunication with the State Di,-
partilent it'is that urgent dellanid for negotiation of a loan. And
the reason it gives was that not only we would pay off our French
franc loan but we would get rid of our exI)ort duty on coffee. That
loan was made in 1922, and there was still no reduction in coffee
duty. There has been no reduction in the duty on coffee.

Alell, as I was saying, that loan was made ill 1922, and went to
the National City Bnk. The amount of profit made by the National
City Bank has been testified to here, I understand, by Mr. Mitchell
and was a gross profit of $444,000, giving, I think, a spread of
four points, whatever it was.

Then right again here ve have an unfortunate experience with
the financial adviser. I am not impugning his good faith, but it is a
fact that every time the financial adviser in Haiti had miade a trans-
action outside of the few collectims of taxes for Haiti, the trans-
action has been unfortunate for the Republic of Haiti.

In 1919, when Mr. MacIlhenny was financial adviser, authoriza-
tion was given to him to convert a sum of $3,000,000 which we had
on deposit, into francs, and he was told to use his judgment as to the
best rate and best time possible to make that conversion. Mr. Mac-
flhenny made that conversion and gave no notice of it to the Haitian
Government. They only knew that the transaction had been made.
They got notice if it through the French newspapers. He was
financial adviser, and he had such power that he took our money,
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our $3,000,000, and converted it into francs, and gave no notice to
the Haitian Government. And they made a complaint, saying that
they had learned of it through the French newspapers. That trans-
action, it turned out later, was made on a certaili (late on which the
rate was 9 francs for a dollar,- and about 10 or 15 days later it
showed that the franc had gone down to 17 or1 lx francs to the dollar.
So that we made a loss of several million francs on that transaction.
The transaction was inade through the National City Bank.
Whether they made a profit on it or whether they (lid not is a thing
I can not testify about, because I have no evidence, but everybody in
Haiti has the impression that there was a big profit made on it by
somebody.

In 1922 the same thing happens again. In 1922 there is a por-
tion of approximately $01,000,009 to $7,000,000 of that. loan which
was affected by the payment of the French loan. The financial
adviser converted that at the rate of 12 francs to the dollar. Andshortly afterwards the bottom fell out of the franc, and it went
way (town. So there again the Haitian people took another and a
ver:y severe loss. If we had kept that money in gold we would have
gained more. But not only did we take thant loss, but we got into
a controversy due to the fact that no negotiations had been initiated
with the French Government or with the bondholders as to how that
French loan was to be laid. And I understand that about twty-
five millions of these bonds are still outstanding.

Senator KING. '25,000,000 francs2..... ,l.,o. 2000000 francs?
Mr. LIEER. 25,000,000 francs; yes, sir.
Now, after the loan of 1922 was made there was a report by Mr.

De Larue. I think made in 1930, which states that practically a
very small part. (of that 1922 loan was used for constructive pur-
poses. It was used to pay off debts, and part of it to settle French
debts, but a very small 'part of that loan w,.nt into constructive
purposes and for'new enterprises in Haiti.

Then in 1925 they made a second loan with the National City
Bank. That was to settle the obligations of the National Railroad
Co. The National Railroad Co. is a company that has been operat-
ing in Haiti under a charter granted to it way back by one of the
Haitian governments, under which the Haitian Government under-
took to guarantee the interest on a certain amount of their outstand-
ing bonds. I think it was around .$3,400,000. And we guaranteed
the interest on that.

Well, in fact the railroad liai been a failure from the beginning to
the end, and we were in arrears on the guarantee of interest. And
when the financial adviser caine in and they stopped making pay-
ments on all our debts, naturally they did on the bonds of the Na-
tional Railroad, too. So that in 1922-23 these bonds had dropped
to a ridiculously low sum on the French market. They were quot-
ing around 60 francs for a 500 obligation. And if you take into ac-
count that the franc itself was very low, the entire issue of these en-
tire things could have been paid back at a ridiculously small price
and a great saving could have been made for the Republic of Haiti.
In spite of that the only person who got the benefit of the transac-
tions, so far as I can make out, was the National City Bank. Instead
of the Haitian Government making a substantial saving, the National
City Bank made a profit on it-I have no evidence of it, but it has

2155,



SAILE OF FOREIGN BONDS OR SECURITIES

been stated as being two or three million dollars. Ini the book - Oc-
cuplied Haiti " Mr. Douglas speaks concerning that.

Here is how the thing works. Tie Government of Haiti, having
as fiscal agent the National City Bank, undertook to exchange these
obligations of the railroad by direct obligations of the Haitian Gov-
ernmnent on the basis of $72 for every $96 nominal value of the out-
standing bonds, and an issue of a loan was voted of $2,660,000 to be
exchanged against the outstanding bonds of the National Railroad.
And in addition to that I think the suni of approximately $2,000,000
was paid as past interest iii cash. Now it is quite certain that the
National City Bank bought up almost all those bonds on the French
market at a very low rate, and they got the interest which was paid
in cash, and they got the $2,660,000 worth of bonds. So that they
made a very enormous l)rofit on that transaction, which could have
been saved for the Haitian Government. undoubtedly.

Firrtliermre. in the statement made by 'r. Mitchell there is an-
,other traiisaction that we Haitians (1o iot exactly know what it
means. He is giving this statement of tlie Ionis aid issues that were
-made by his bank.

Setiator Kixo. Referring to Mr. Mitchell's stateilrent before this.4'01111ittee .e

Mr. LEir. l'xactly. And you 'ee he figures two loans made for
accounit of Haiti by his bank. One of them is the October 9, 1922,
loan of ,sW,00).000 which I have talked about. The other loan I
just talked about of $2,660,000, wits not a loan precisely, because it
was just an exchange of obligations. But he mentions also another
loaii of $1,743,000 on which his bank got an enormous spread, a
s)re(ad of L5 points. Now we (1o not know exactly what that trans-
action ineans. In the contract it was stated that" the Haitian Gov
vrnnlenit-

Senator .Joi.Nsov. What (late wirs that?
Mr. Lr(.it. That is June 30 1925. Evidently there has been some

transaction iade by the National City Bank around the National
Railroad in which they have made an'enornmous profit. Now what
the traisaction is we can not know exactly. 'lie Governnent of
Haiti had agreed that it would put up $1,740,000 new money for
construction purposes of the National Railroad. But as the construe-
tion work has not been carried out it is not to riry knowledge that
that issue has been irrade.

Senator ,Joi'soN-. Do you mean to say that nobody connected
with tire Governient, so far as you are aware, knew anything about
this particular transaction untilfthe record here was produced?

M. LEGtJi. I would not want to make a statement as strong as
that. Senator, because my information on that point is not very
strong. I, personally, as a private citizen, knew nothing about it.
To my knowledge there are now outstanding only three Haitian
loans.' In the report of the financial adviser, which is ain official
,document, there is a mention made of only three Haitian loans.

Seiator Joiixsox-. Are you able to say whether or not anything
in relation to that particular loan appears in any official document?

Mr. LEorn. I have never seen it. In the latest report of the finan-
cial adviser, dated November 30, 1931, all he mentions of the out-
standing loans are Series A, B, and C, but he does not make any
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mention of this. What this transaction exactly calls for I do not
know.

Senator JoNxsoN. Since you have seen it have you mnade any in-
quiry concerning it?

Mr. LEGER. I have.
Senator JoIINsoN. Have you inade any inquiry of the Haitian

officials?
Mr. LEOEII. I have talked with our minister. here. Mr. Bellegarde,

and he does not seem to know anything about it either. I have
talked unofficiallh with one of the" officials of the Department of
State-I woull not like the name quoted-who is handling Haitian
affairs, and lie seems to think that it is through a mistake of the
National City Bank that that was put in. He seems to think that
it wa,- not a'loan niale to the Republic of Haiti, but that the Na-
tional City Bank knowing, that bonds were going to be paid by
the Haitian Government on exchange, went on time market and
bought bonds from French bondholders. and it was just a big profit
made by the Bank. But the way it has cone here it hms come under
the form of a loan made, the date of issue, (late it was bought. date
it was sold out, the spread and the profit made. I can not under-
stand it. But the only thing that is clear is that there again the
National City Bank has made, to the detriment of the Republic of
Haiti. a very strong liprofit.

These loans having been made under direct pressure of tile
American Government, the American Government has now taken
the position that financial control of Haiti through the form of
the. financial adviser, inmest continue until every cent of that loan is
repaid. And that is where the political aspect of this loan cnies in.

Senator JOHNSO.N. Has that position been taken oflieially or in
writing?

Mr. LE(V . It has been taken officially, Senator.
Senator JoHNSOx. When?
Mr. LErr. I understand that President Hoover in his message

to Congress made a statement to that ellect that was very clear. And
a statement against which the Secretary of State of Haiti protested
to the American Legation in an official letter. And in a recent contro-
versy which has just developed in Haiti-I have newslalers concert-
ing it-the financial adviser has now taken the position that his
office is functioning by virtue of the treaty and by the loan. So that
he is now taking the position. and it is a position e-vidently slggeste(I
to him by the State Department. that his office functions itot only bv
virtue of the treaty, but also by virtite of the loan. He has st'ated
that. and time Minister of Finaime has l)rotested. of course. very ener-
getically again-t that.

Senator ,Iiissx. Have Vau examined the teris of the loan agree-
nIents?

Mr. LEGER. Yes. sir.
Senator JoHN.,sON. Do they not refer to the protocol and say that

they are executed purisuiant to the protocol?
Mr. LE( ER. They say that they are executed pursuant to the pro-

tocol, but the protocol does not foresee that the financial adviser is
going to stay in oltice. h'lhe protocol, on the contrary. foresees the
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end of the treaty and states that at that time the President of Haiti
will appoint an officer-here are the very terms of it:

It is further agreed that the control by an officer or officers duly appointed
by the President of Haiti, upon nomination by the President of the United
States, of the collection and allocation of the hypothecated revenues will be
provided for during the life of the loan after the expiration of the aforesaid
treaty.

We recognize that we have assumed the obligation, although it was
under constant pressure, to accept a fiscal agent or fiscal colitl ler
as regards the allocation'of necessary funds to meet the loans ani tie
sinking fund. But we certainly have never expected that tie finan-
cial adviser's office will extend after the loan. The fiscal agent and
the financial adviser are two different things.

Senator JOHNSOi. I)o YOl recall the language iii tiat regard.'
Mr. LEGER. The loans themselves refer to t7 protocol. Yotu see

this is the language that governs the contract.
Senator KING. rhat is to say, there is nothing in the ,hlido u which

have been issued which indicates or clainis that the Govertinient of
the United States shall maintain the financial adviser there until
1956, the date of the maturity of those bonds?

Mr. L:GER1. Absolutely nothing. An( there was never any ques-
tion of that. When the Forbes commission was down there there
was absolutely no question about that. On the contrary. only a
question of liquidating this thing. And when tile Haitianization
started they first got the public works into Haitian hands, and ott
October 21, 1931, the Secretary of Foreign Affairs of Haiti pre-
sented a complete memorandum to the American Legation stating
that in view of this Haitianization, and in view -)f the relations
that went before between the two Govermnents, lie would suggest
that they put in effect immediately the fiscal agent alluded to in
this protocol, and le has proposed that they give fudl powers to
collect the revenues of every source possible of the Republic of Haiti
to the Banque National; that the Banque National will be author-
ized out of the revenues collected to lay aside first all sums necessary
for the sinking fund and for payment'of interest on the loan. That
it is only after these sums have been set aside by the Banque
National that the surplus will be turned over to the Haitian
Government.

He has gone further. He has offered that the President of
Haiti will appoint, upon designlation by the President of the United
States, an officer to be controller. an( to have two assistants, and that
he is to have a reasonable staff. to be laid 1)y the Haitian Govern-
ment, and these officers to remain and function until every cent of
the loan is paid off. And their function will be to control t'he opera-
tions of the bank, and to see to it that the funds are allocated and
put aside for the payment of the sinking fund and the interest on
the loan.

He has further stated that before doing that the Haitian Govern-
ment will undertake to keep the actual Haitians in the service of
the Bureau de Contribution already familiar with the collections,
as they are now in office, and that 'the Haitian Government would
also undertake to keel) the preferred rank to the payment of theconstabulary, which comes immediately after the loan, ymt see. so
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there would be no danger of the police force going to pieces until
the loan has been paid.

That proposition has been lying before the State Department
since October 1, 1931, and to-my knowledge there has been no reply
made yet, except this message to Congress stating that the financial
control must be kept until every cent is paid. And against that
the Haitian Government has protested very energetically.

Senator KING. Just for my own information, what are the func-
tions of the bank in Haiti?

Mr. LEEr V. The bank has a contract which authorizes it to effect
all collections and make all payments for account of the Haitian
Government. They get a small percentage of the collections. And
they have the right t6 issue currency.

Senator KING. It is a bank of issue?
Mr. LEGI:n. It is a bank of issue.
Senator ING. Who owns the stock?
Mr. LEGIER. It is a subsidiary of the National City Bank. The

Haitian country is a territory of the National City Baik. You have
got to get that clear in mind.

Senator KING. It controls your bank, which is a. bank of issue?
Mr. LEGER. Yes. Collecting. It is our fiscal agent. Made our

loan, and nmade all the arrangements that were to be made. There
is no bank that has got such a hold on the life of Haiti as the
National City Bank.

Senator KING. You have no voice in it?
Mr. Ltom. No; the only thing that the Haitian Government has

is we have what they call a commissar, but his work is to ('heek up
the business that is done. But he has no influence on the bank of
any kind.

Senator KING. A sort of a bookkeeper?
Mr. LEGFR. He is a sort of a controller. For accounting ojpie-tion.

But he has no influence on the bank of any kind.
The CHAIRMAN. Was there anything else that you wanted to say?

It is now 12 o'clock.
Mr. LEGEI. I wanted to make it very Ccar, SenItor. that. as I

said before, the Haitian people feel that that loan that has been
put upon them is a purely politicall loan made by the Government
of the United States mainly for the purpose of maintaining polit-
ical control over Haiti. And that that loan is now being used for
that purpose. We have every respect for the Ainerican Nation,
but the Haitian people will inot accept that. They are absolutely
determined-we may have our little quarrels am(;ng ourselves in
local politics, but as to this matter they are united. They are
willing to make every un(lertaking that is necessary to guarantee
that that loan will be paid. They have always paidtheir debts in
the last, and they are going to keel) on undertaking it. But they
will not stand for financial and political control of their country
until 1953 just to satisfy a group of New York bankers.

There is a controversy going on between the two Governments
now on that point. The situation which exists, if it is to continue,
is bound to lead to trouble, because the financial adviser is taking
the position that he is there in virtue of the loan-not only in virtue
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of the treaty, but in virtue of the loan. And he eventually will
want to continue dictating Haitian policies.

Now we have Haitain deputies, a Haitian (ongress, and a Haitain
Senate. They are going to want, as it is their absolute right, to
do what they'think is the right thing for the country. To vote such
laws as they see fit. It is impossible that they (1o not come sooner
or later into open conflict with the financial adviser. 'The Minister
of Finances, who has his own duties to do under the cotistitntio.
who is bound by the laws voted by the chambers, he is boundl sooner
or later to get into open conflict with the financial adviser.

rhat is why we think that the only solution in conformity with
the suggestion that has been made bv t1he Forbes Commission. is
that the nations get together and workout a reasonable plan for the
liquidation of this financiall adviser's office. leaving full guarantees
for the bondholders for their money. We are willing to give every
guarantee on God's earth that can be needed, but we want to do awIy
with that financial adviser's office as it now functions.

And I wish to add, because it is fair, that when I make that state-
ment there is no personal animus in Haiti against the present finan-
cial adviser. I think it is fair to him to state that lie is one of the
best men we have had down there for some time. He is not trying
to ride over the laitian Government and impose his views. But,
by the very nature of his function, lie is brought into controv'erv with
the Haitian Government. They hatd a row over the last budget, and
they are now having a very acid exchange of notes over the next
budget for the coming year. So that is a solution, that is a point
I wanted to make before the committee.

I would bring out another point. though, if you would permit.
It might be thought that since the Forbes Commission and the Hai-
tianization that the financial adviser would not still he looking to the
State Department but would consider himself more of a Haitian
functionary. That is not the situation. The financial adviser still
considers himself as an American officer appointed by the American
Government. I can illustrate that by one example.

There was a controe'sv ersycaie up between his office and the Royal
Bank of Canada. The fiianial adviser's office claii that the Royal
Bank of Canada had omitted paying a tax of $400 in stamps, and
time Royal Bank of Canada claimed that they had complied with the
law. When the thing caine up. fearing that they would have trouble,
they took it up with the Haitian Gover'nmenit and submitted a memo-
randalum, and the Haitian Government. after examining tile question,
judged that the Roval Bank of Canada. had complied with the law
andwas not subject to any fine. The financial adviser notified the
Haitian Government that he was about to put a fine of three hundred
thousand and some dollars against the Royal Bank of Canada, and
was instructed not to do it because the Haiitian Government was of
the opinion that the Royal Bank of Canada was within the law.
Well, notwithstanding the formal instructions of the Haitian Gov-
ernment, that order was issued. Over $300,000 fine for a matter of
$400.

Naturally the Royal Bank of Canada went to its legation. The
legation made a strong protest to the Government, saying that if
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this thing wts to go on the only thing to do was to close its bank
and go out. The Goverantent wrote to the Bank of Canada that it
had een (one without their approval and without their sanction,
and a letter was written to the financial adviser, and the letter that
he writes back is typical of 'the relations, lie writes back to the
Secretary of State of Finances the following letter:
SE'.Y OF STEr. orIFtN.NCES

Mh'. SE('IIET.IIY OF 8T.1TE: I itai'e just received your letter of lDecenier
4. 1931. No. S-96, relatig to the issuing of at hordereanu against tile Royal
Bank (if Canadlt for violation of the law otl stattps.

In view of the faet that tile lalitilu (Goverttnlent is opposed to the action
of the atdtninistration of tie contrilitions in the present ease, I have no otter
alternative but to submit oflicthiliy the question to the American Legation In
iiler tip recelve the instructions of the Ainericiln hioverlnllent.

Accept, Mr. Set'retary of State. lite atsstti'allte of Illy distintguisietl con-
sidleratint.

S. Dy IA HUE.

So that for a l)urely local thing, (onsi(lering the al)l)lication
of a tax ill which he (loes not agree with the Haitian Government.
lie comes right back and tells us that he is going to get instructionsfroni. the Atiet'icai Governnieit. So I think that it clearly shows
that even to-day the financial adviser is looking for his instructions
not from his ovn authority, not front the Haitian Govertiient, but
directly to the State Department.

The' CrA.\lt~. If there is nothing further. Mr. Leger, or if
there are no further questionss from any of the Senators present.
that will he all. 'llle conutnittee will a(lj;urn.

(Thtereupout. at 12 oclock noon. Wednesday. February 10. 11932,
the htear'intg was (o(luded and the committee adjournd.)

(Lefter receive I)y the chairian from the Nattional Association
for the Advatncement of Colored Peol)le :)

FEBRUARY 9. 1932.
loll. ItED SMOOT,

hvtirnwtn ,grnate Finance ('onifttc. United States Senate,
Wasllin ton, D. C.

31Y DAR SENATOR SMOOT: I have just wiretl you as follows:
"We have Just learned thatt the Senate Finance Comanittee will reopen hear-

ings to hIerinit representative of the Ilaitian people, M. George Leger, to testify.
Aly we urge upon the commiittev thiat it consider it tile state tiie two Iteito-

rantla from tie National Asso(.iitiioi for the Adivataceitent of Colored People
which express the wishes of 12.00.t000 American Negroes and many fair-
ltin(letl American whites who are opposed to the throttling of IHaili by financial
Interests. We heartily iniorse M. Leger and wish to express the hope that as
:1 result of his testimony there will lie strong recoineiati)ns by the Senate
Finance Conmittee to entd financial control by the American Governlment lld
Antericata financial interests of Haiti, and that sovereignty nity be restored to
tltat Repuhlic. Copies of our nienimoanda are being forwarded to you by air
ftail."

Inclosed tire coliies of the nienilora(hlt relative to the matter of loans forced
upon the Hatitian Polple, whi(h we trust will he considered carefully by the
committee and mtdoe a part of the official hearings.

May we express out appreciation to you as clairnti anli to the oilier ilein-
hers of the Senate Finance Comtittee for your courtesy in eollsidering these
matters.

Ever sincerely,
WAL.TER WHlYTIE. S(T(I-0'('t-11.
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MEMORANDUM TO THE COMMIT rEE ON FINANCE OF THE UNITE) STATES SENATE
SUnMIiTED DECEMBER, 1931, BY THE NATIONAL ASSOCIATION FOR THE ADVANCE-
MENT OF COLORED PEOPLE, 69 FiFTII AVENUE, NEW YORK CITY

HAITIAN LOANS IN THE UNITE!) STATES

The National Association for the Advancement of Colored People respect-
fully asks ler.ri to call the attention of your committee to the flotation and
the holding of loans made in this country in behalf of the Republic of Haiti,
constituting virtually the entire foreign debt of the country. We request that
your eo,'mmittt'e thoroughly Investigate this financing, particularly the part
played by the National City Bank, and the use of armed forces of the United
States to enforce the provisions of treaty extensions and financial supervision
governing this financing, over the protests of an unwilling neighboring republic.

In his message to Congress of lecember 10, 1931, the President netted that
investors have supplied capital desired by Haiti and that securities have been

issued to them oin the faith and credit of the provisions" of a treaty between
this country and Haiti. " and the American financial control which it provided
during the life of the bond.s."

It has been publicly charged that both the treaty amd the loans ill their
present form were forced upon the Rtpublic of Haiti despite the protests of
the Haitian people.

THE TREATY

In the Information Service of the Foreign Policy Association, 18 East
Forty-first Street, New York, N. Y., Volume V, Nos. 19-20, dated November
27-December 12, 1929, on page 349, it is stated that "Americam control over
Haiti, established through the convention of 1915, was maintaimntd by the sup-
pression of the Haitian legislature and the adoption of a new constitution.
Moreover, the American authorities maintained a system of martial law and
provost courts In the country, whereby any Haitian challenging the authority
of the American occupation could be summarily tried. Finally, the American
authorities exercised control over the press."

The "convention" of 1915 which was to run for 10 years, renewable upon
Its expiration for another 10-year period, wis extended within two years-
that is, in 1917-for an additional 10.year period to run until 1936. This
extension was forced upon Haiti without the sanction of Congress or of any
constituted Haitian Legislature.

The newly constituted Haitian Legislature in formal resolutions has repudi-
ated as void the illegal treaty and protocol extensions.

In October, 1919, a "protocol" was signed (p. 369) in which Haiti agreed
to establish a claims commission and to contract within two years a national
loan not exceeding $40,000,000. The American customs receivership under the
protocol was to continue during the period of the loan, fixed at 30 years.

The Haitian Government opposed the contraction of a foreign loan as large
as that contemplated by the United States. It opposed the conversion of the
internal debt into foreign obligations. It asked, in a memorandum of Novem-
ber 22, 1920, that the protocol be amended. It later opposed the negotiation
of the loan by an American financial adviser, Mr. MelIhenny, who had pre-
viously, in 1919, suspended payment of Haitian salaries. In November, 1921,
the Haitian Government informed the United States that the 2-year period
appointed by the 1919 protocol for loan negotiations had come to an end, and
that the protocol had therefore lapsed. But the United States insisted that
this point be " waived."

It is charged that the election of President Borno, in 1922, was procured
by the American authorities and it Is a fact that with his election the opposi-
tion of the Haitian Government to demands of American authorities came to
an end. The Borne government transferred the National Bank of Haiti to
American interests--that Is, the National City Bank and affiliates-and con-
tracted a foreign loan.
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THE LOAN

In the following two years three loans were contracted as follows:

Series A ---------------------------------------------------- $10, 000, (100
Series B ------------------------------------------------------ 5, (0fif, 000
Series C -------------------------------------------------------- 2, 664). 00

23. 661), 0

The series A loan refunded the French debt. There was no demand on the
part of French holders of this loan for refunding. The Haitian Governinent
wished to limit the amount of the entire loan to approximately $6.000,000, the
sum necessary to refund the French loan, but was obliged to convert its internal
debt into a foreign debt as well. Part of the holders (said to be about one-
half) of the French loan accepted reimbursement In paper. Tie remainder are,
demanding reimbursement in gold. We are Informed that it is being charged
that the National City Bank of New York holds 25,000,000 francs of the Frenth
loan of 1910. If these bonds were to be reimbursed in gold, an enormous profit
would accrue to the present holders, at the expense of the Haitian people.

In the case of series C of the loan, this was "to liquidate the diilhulties
with the Haitian National Railway," of which the president wits Mr. Roger
L. Farnham, a vice president of the National City Bank of New York. Mr.
Farnham, when the road went into receivership in 1920, wits appointed
receiver and his compensation from 1911 on was fixed at $100,000. Haitian
railway bonds were exchanged for Haitian Government bonds thereby con-
verting a contingent into an absolute obligation. The Haitian people are now
paying interest on obligations of a railroad which is said to be virtually
extinct.

Prof. Paul H. Douglas in Occupied Haiti (p. 46) stated that "It is not
dented by anyone that the National City Bank noiv holds approximately 70
per cent of the railway bond issue."

SUMSHMARY

Enough has been presented to your committee to indicate that in the case of
Haitian loans floated and held in the United States:

1. The treaty under which the loans were made was forced upon Haiti
and the extension of the protocol under which the loans were made, as well as
the treaty extension, were forced upon Haiti without ratification by any (luly
constituted Haitian Legislature.

2. The armed forces of the United States have been employed to enforce
provisions of conventions and loan agreements accruing to the advantage of
private American banks, especially the National City Bank, rather than to the
benefit of the Haitian people.

3. It Is charged that the proceeds of the Haitian loans were used in
American financial manipulations, and that by the admission of the American
financial adviser in his report for 1930, a comparatively small portion of tie
funds obtained from the three bond Issues hits been used for public works
or productive enterprises.

4. For the first time in history, so far as we know, a treaty between nations
was extended, not by the treaty-making bodies,-namely, in the United States,
the President and the Senate-but by bankers dealing with themselves In
Haiti and operating through the United States Department of State.

NATIONAL AssOcIATION FOR THE ADVANCEMENT OF COLORED PEOPLE,
New York, January 11, 1932.

Senator REED SMOOT,
Chairman Finance Voininittec, United States Senate,

Wa.shington, D. 0.
My DEAR SENATOR 'S.MOOT: Supplementing its recent memorandum asking

an investigation by your committee of tile imposition by force of loans upon
Haiti for tIme benefit (if private bankers In tile United States, the National
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Association for the A.dvitticeiet of ',iloled peoplee di'es tll ca1ll to y3our
attention certain further facts.

On the 8th of January, 1932, iii reply to criticisms front Senator Glass, the
Department of State replied that " in fact it may be said no foreign loan ever
has been imade which purported to have tile approval of tile Anlericau Govern-
ment as to the intrinsic value of tile Wall." This declaration of tile Depart-
ment of State sttls to be li direct contradiction with the implied and expressed
conditions giiver'img the Haitian loan of 1922, floated in this country. Of this
loan, President Hoover, ill his message of D-ecember 10. 1931, said "The accord
makes appropriate provision for the continuance of adequate fhiancial control
and assistance on the part of our Government. The liberty of action, both of
the(- government of the United States and time Government of haiti with respect
tol questions of finalltill administration, is, of course, limited. In this con-
nection it must lie borne in nind that investors have supplied capital desired
by Haiti and that sevititles hnve been issued to them oh the faith and credit
of tihe provisions of that treaty aond tile American control wlhieh it provided
during the life of the bonds." This statement of tile President acknowledges
that for time prittionof purely private interests the United States Govern-
ment Is forced tile independent Haitian ieoilt to submit to financial anld
political control. which is tie absolute negation (uf its sovereignty.

As to the assertion of time President that this loan was " desired by Haiti
this is a misstaitmemlt of fact. Tihe loan of 1922 was iiised by time Depart-
tment of State through pr assure upon all unwillinig go-vernuent iu laiti. Part
of the eventual loan of twenty-three millions were used to assume contested
obligations of an American-owned company, the National Railways of Haiti.
On August 5. 19311. the Haitian ('inabm,('if Deputles viited a resolution Inviting
the exet'utives to inaugurate discussions with the Anmerican Legation fill- tilt
eventual sulplression of tile tincit I u alvisor ald for his rellatemnit by a
fiscal agelt :IIthiliz.ed by tit, loan contractt of 0'toluer 9. 1922. The Haitian
Government, ill tile latterl part iif October, subnitted to the American Lega-
tion it project fur tilh ( cessalion f tile American financial dictatorship in Haiti
ani a replta'elltmit by a risetil agency which would guaranttee Anmeri.an Iiolters
of tite ilalthul Iill regillr interest anti alnortIialtion itiyvmii itns. Tli Voliart-
nient of State. ill) to tile present. Itms beet.- shilet oi this stljeat.

President Hoover hias been misinforlned when he states that " securities
htave lieel isstd ttthein investors) (In tite faith lamd credit of tilt provisions
of that treaty ani the Ainerlemin flnalchtli control whili It lroividhd durlhig the
life of the bonds." Time treaty of 1915, imlosed by force on the hlaitian people,
was to expire in 1)26. having bevti ratified in Itly. 1910. It was renewed In
1917 it view if it lin of thirty mllluis which time Atner'ian legation proposed
.and which was not made. This additional nit wats al amplification of the
treaty of 1915. It therefore constituted aI new treaty whici should have had
the legislative sanction of both countries. It did in fact engage the responsi-
bility (if tit, Uiiited Sta!es Government ill INchlng the obligtatiiii lilt tie Presi-
dent of the United States to mante tl American oflilal, mnly, tit, fiscal agent,
it a foreign government to supervise privltt interests. Such a clause should
htave been submitted to the Senate under artie 2, section 2, paragraph 2 of
tile Constitution of tile Unitled States, tile tnit411 sob :as ti.s elauise established
a ntew tant impiloritant innolivatiol itt Aniericai f'i;zti licly, nttely. the direct
partielp-tion of time Governntent of tite United states s In tile conclusion of
foreign loams im:de by private hankers. Tills clause was, not santttioned ly the
Selltte of tilt' United States liur by tile Htaitian le.islativt chmiluems. Tilt,
Hlatiall ,leislature., reconstitutedl in 19)30 after hmvig livell dissolved ill 1917
by time Ameriecan occupation. declared iii ,vo resohlutions tlit tils aiddtoldllI
clausi' wt. iull and void for lack of legislative sanction.

Even if this a llitional clause had been valid, tihe ofufive of tit fluttnehil adviser
must hiavi laiised with the treaty in 1936. not to continue as the President
erroneously states "during the lift' of tit, liionds," I hat is, umitil 1952. On titi'
contrary. itt the lirotocol of 1919 time two governiitets and the holders of tile
obligations ilt tile lain contracts especially foresaw tile end of the treaty, and
ill view of this aid provided for tIhe irgtnization of i control of receipts and
allocations hit aeordance with time pledges " so as to assute adequately thet
amortization mi all interest (if the loan."
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The National Association for the Advancement of Colored People desires
solemnly to call to the attention of the Finance Committee of the United States
Senate that the dealings involved in the arbitrary acts committed upon a
neighboring and independent republic are a challenge to international law and
a violation of the rudimentary dictates of political morality. The National Asso-
ciation for the Advancement of Colored People believes it the duty of the mem-
bers of your committee to bring to light the facts in the situation and to see
to it that public answer is made to the following questions:

(1) Did the Department of State take the initiative in proposing to the
Haitian Government a loan floated by private interests in tile United States?
If It was the Haitian Government which proposed this loan, by what agent did
it express its "desire "?

(2) What are the powers of the American financial adviser in Haiti under
the treaty of 1915? Who appoints him? From whom does lie receive instruc-
tions?

(3) Who proposed the additional act of 1917? What conditions were
necessary to validate It?

(4) This act was to serve as a guarantee for a loan of $30,000,000. What
American capitalists demanded, according to the declaration of the financial
adviser, Allison T. Ruan, the renewal of the treaty of 1915 providing for miliii-
tary occupation of the Haitian republic as a guarantee of this loan of
thirty millions? Why was the loan not made despite time additional act which
was to serve as accessory to it?

(5) Who proposed the protocol of October 31, 117, for the conclusion of
a loan of $40,000,000?

(6) Who proposed on tile 5th of November, 1920, a loan of twenty millions
and to what discussions did this proposal give rise between the Department
of State and the Haitian (overinent? Why was this loan not made?

(7) Who proposed the loan of October 9, 1922?
(8) What part did the Department of State have in tile choice of the per-

son charged with negotiating the loan in the United States? Did the Haitian
Government make objection to the choice of this person, awl did the Depart-
ment of State impose this person on ti:e Haitian (Gvernaent as negotiator
of the Haillan loan?

(11) What were the conditions of this loan?
(10) What has been the profit of the National City Bank in this operation?
(11) Were commissions pad to persons whl participated ill tile negotiation

of tie loan? Who are these persons? The New York Ties of January 9,
page 6, quotes Mr. Brock of the firm of J. & W. Seligman, replying to a
question of Senator Johnson on the 8th of January before the Senate Finance
Committee its saying, "It is customary for South American governments to
entrust to some local resident the responsibility of coming to New York to
see about loans." Were there such people in the citse of Haiti?

(12) Oil what conditions has the National City Bank custody of the funds
of the Haitian Government? In whose names are these funds deposited? Who
gives the orders for their use?

(13) What use was made of the funds realized through the flotation of the
three series of Haitian bonds, A, B, and C?

(14) What were the relations between Mr. Rogers Farnham, president of
the National Railways of Haiti, and tile National City Bank at the time
when the loan was made?

(15) What is tl situation of time National City Bank with regard to the
National Railways of ilti? Has it marketed the bonds of this company
in the United States, or does tile National City Batik retain these bonds?

(16) What is tile responsibility of the National City Bank in the operations I
of the refunding of the Haitian foreign debt of 1910? Is the National City
Bank involved in legl proceedings instituted at Paris by the Ihlders of obliga-
tions of the 1910 Haitian loan who demand to be paid in gold francs refund
of their bonds having been imposed upon them? Does the National City Bank
holds bonds of this issue of 1910? If so, In what amount?

(17) What is the responsibility of the United States Government toward
Haiti in this question of the refunding of the French loan of Haiti?

(18) What responsibilities does the Government of the United States assume
with regard to foreign powers and their relations with Haiti in virtue of the

92928--32--T 4-10
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absolute financial control exercised by te United States Government over
Haiti? For example, the American financial adviser has imposed a penalty
of $304,000 on the Royal Bank of Canada at Fort au Prince againstt whichh the
British Legation has protested to the Haitian Government. The Haitian Gov-
ernment replied that this imposition was not in conformity with Haitian law.
The American financial adviser applied to the United Statcs Department of
State for instructions. Does this mean that the United Stttes Government is
directing the foreign relationg of Haiti as it direeta Haitian finances?

Finally, the National Association for the Advancement of Colored People
learns that the Haitian Government, through its accredited minister, Abel Leger,
has offered to refund the entire amount of the loan of 1922 and to "repurchase"
its freedom from the financial and military dictation imposed upon it by force
of arms. We respectfully inquire of the Finance Committee of the United
States Senate whether their primary interest is in the loss of American investors
and whether they are willing to ignore the complete loss of independence to a
neighboring foreign power due to the financial operations initiated and backed
by the United States Department of State in the interest of private bankers.
We respectfully urge that unless the charges made against the United States
financial operations in the black Republic of Haiti are thoroughly investigated
Imputations of the gravest international malfeasance against the United
States Government will continue to be made.

Respectfully submitted In behalf of the National Association for the Advance-
ment of Colored People.

WALTim WHITE, Seoretary.
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SECRETARY OF STATE'S LETTER RE HAITIAN LOANS

DEPARTMENT OF STATE,

Hon. REED S31oT, Washington, February 1, 1932.

Chairiman, Senate Committee on. Finance,
United State8 Senate.

My DEAR SENATOR SMtour: I have received a note dated January
29, 1932, from the Haitian minister to the United States, in which
he makes reference to his note of January 15 on the subject of
Haitian financing in the United States. A7 copy of this note, ift
accordance with his request, was forwarded to you with my letter
of January 20.

The Haitian minister now informs me that Mr. Georges N. Iger,
a Haitian attorney, is coming to Washington, on the suggestion of
the Haitian minister, for the purpose of testifying concerning the
conditions under which Haitian loans were floated in the United
States. The minister requests the Senate Finance Committee to
allow Mr. Leger to testify before the committee. I am therefore,
transmitting his request for the consideration of the Senate Finance
Committee. I inclose a copy of the minister's letter, with a
translation.

Sincerely yours,
HENRY L. STIMSON.

[Translation]

LEGATION OF TIlE REPUBLIC OF HAITI,

Hon. HENRY L. STIMSON, 'Wa.3hington, January 29, 1932.

Secretary of State, Wa8hington, D. C.
MR. SECRETARY OF STATE: In continuation of my communication of

January 15 relative to the Senate investigation into the foreign
loans contracted in the United States, I have the honor to inform
your excellency of the arrival in Washington, soon, of Mr. Georges
N. Uger a Haitian attorney.

My official position preventing me from appearing before the
Senate Finance Committee, Mr. LEger has kindly consented, on my
suggestion, to come and testify on the conditions in which the
Haitian loans of 1922 and 1925 were placed in the United States.
He will be at Washington Monday evening, February 1.

I will appreciate it if the Senate Finance Committee will be good
enough to arrange to hear Mr. LUger at one of its early sessions, on
and after Tuesday, February 2.
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Knowin the spirit of justice which distinguishes its members, I
am sure that the committee will act favorably on this request of
mine, which I beg that your excellency will be good enough to trans-
mit to the honorable Senator Reed Smoot.

I avail myself of this opportunity to renew to you, Mr. Secretary
of State, the assurances, etc., etc.

DANT:S BELLEGARDE.

FEIBRUAIY 1. 1932.
Hon. REFD SMOOT,

Chairman Senate Committee on Finance,
United States Senate.

My DEAR SENATOR SIoo'r: I have received a note dated January
29, 1932, from the Haitian minister to the United States in which he
makes reference to his note of January 15, on the subject of Haitian
financing in the United States. A copy of this note, in accordance
with his request, was forwarded to you with my letter of January 20.
. The Haitian minister now informs ine that 'Mr. Georges N.
Lgger, a Haitian attorney, is coming to Washington, on the sugges-
tion of the Haitian minister, for the purpose of testifying concern-
ing the conditions under which Haitian loans were floated in the
United States. The minister requests the Senate Finance Committee
to allow Mr. L'ger to testify before the committee. I am, therefore,
transmitting his request for the consideration of the Senate Finance
Committee.

I inclose a copy of the minister's letter, with a translation.
Sincerely yours,
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DEPARTMEN'r OF STATE,
Wasldngton, February 15, 1932.Hon. RF.m S~toor.

('ha bmnan of the Corn ndttee on Fwnnce,
Uvited States Senate.

MY DEAR SXA , SMoor: A copy of the testimony of Ge)rges
N. Lager, of Haiti. before the Senate Finance Committee on Febru-
ary 10. which you were good enough to have sent to the department,
has been read* throu,_,h and, while it would require an excessively
long letter to answer all the points and misstatements which occur
in his testinhonv. I do desire to make certain observtiiis as to the
facts disclosed by the departments records with respect to some of
the l)rincipal points which he raised and which I will ask you to
be so good as to have incorporated in the record.

On January 20 I transmitted to you a letter dated January 15
from the ,iii-ter of Haiti. in which he said in substance that in
the cour-c of the inquiry being conducted by your committee a
statement of extreme grav-ity was made by the representative of an
important New York banking house to the effect that comnissions
are generally paid to the governments of Latin America contract-
ing loans in the United States and that the exorbitant profits allotted
to the syndicates which make these loans thus serve to cover in part
these illicit commitsions. The minister stated that this is an attack
on the honor of all governments that have contracted loans in the
United States and it is in particular an attack on the Republic of
Haiti. He accordin,_ly asked that the most complete light be
thrown on the conditions under which the Haitian loan of 1922 was
contracted in the United States and the l)rofits which were made
on this occasion bv the National City Bank of New York and coin-
missions which mnav have been paid to persons who participated in
the negotiation of this loan. In a subsequent letter dated Jaim'ary
29. which I hail the honor to forward to you on Februarv 1. the
minister ..tatedl that as he himself could not testify hw h1d asked
Mr. U-ger to come to Washington for this purpose and lie would
like to have arrangements made for him to testify.

A reading of the testimony fails to show that'Mr. Leger was con-
cerned with the pha -e of the'nmatter which was apparently troubling
the Haitian minister, as lie did not go into the matter of commis-
sions other than to av that Mr. Mitchell of the National City Bank
testified of the profit. made by his bank. He apparently was not
interested in finding out whether any Haitian officials had received
commissions which appeared to be the motive behind the minister's
two letters under reference.

Mr. Leger a."-rted at very considerable length that the Haitian
people had never desired to make a loan in the United States market;
that the loan was forced on Haiti by the American Government
"1 for purely political reasons." He also charged the various finan-
cial advisers with using bad judgment in connection with the pur-
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chase of Haitian bonds and did not scruple to say that they "made
the Haitian Government go into the stock market." This charge
is repeated a number of times. He also charges the financial advisers
with bad judgment in the purchase of francs for retiring the French
debt, and he makes a number of other assertions regarding martial
law, the election of President Borno, etc., which will be covered
later on in this letter.

With reference to Mr. Leger's statement that the loan of 1922
was forced on a reluctant Haiti for political motives, I will set
forth the position of Haiti when the American financial reorganiza-
tion took place, after the signing of the treaty of 1915.

The external debt of Haiti in 1915 amounted to 120,912,062 francs,
or approximately, in the exchange of that time, to some $24,182,000.
The internal (lI)t at the saine time was estimated at $7,514,686, or
an estimated total debt of $31,696,686.
The foreign debt of Haiti arose from three loan is-sues made in

1875, 1896, nd 1910. The issue of 1875 was a 5 per cent loan and
the department has no record of the price which the Haitian Gov-
ernment reeived therefor. It was offered to the public at 86;
19,252,560 francs were outstanding in 1915. The loan of 1896 was
a 6 per cent loan, which was offered to the public at 80. Again the
department's figures do not show the amount that Haiti received
therefor. Of this loan 37,638.500 francs were outstanding in 1915.
The 1910 loan was a 5 per cent loan, 64.021.000 francs of which
were outstanding in 1915. This loan was sold to the public for 881/,.
The Republic of Haiti received 72.3. less gratuities. etc.

Mr. Leger states that, up to the time of tle American financial
supervision, interest aind amortization funds had been paid on all
these loans. On page 2141 of his testimony, the following appears:

Senator Kixo. Ifad your Coutry up to that time failed to Meet any of its
obligations?

Mr. Lmmu. Our country had never defaulted on any of its obligations.
Senator KIuo. What were your outstanding obligations?
Mr. LFARm. We had three loans. One was the 1875, one wis tle 1896, and

the other 1910. All were in France. They amounted to. roughly. 120.000,000
francs lit thtt time. And Interest and amortization funds had been paid or
had been remitted for payment ui) to July 15. 1915. That is. up tol a very
few days before tie American matter came up. We were not il default on
any loans.

T, e facts, according to the information in the department's posses-
Sion are that in 1915Haiti was in default as follows: On the loan
of 1875, the amortization was 12 years in default. In this connec-
tion it mav also be noted that the interest on this loan, which was
originally per cent was adjusted in 1880 to 5 per cent. On the
loan of 1896, the amortization was one year in default. Interest
guaranteed on) the national railway bonds had been in default since
August, 1914. The interest guaranteed on the bonds of the P. C. S.
Railway was also inl default.

In tlis connection I shohill like to quote from page 8 of the report
of the Senate Select Committee Investigating Haitian Affairs (Ilept.
No. 794, 67th Cong., 2d sess.), submitted on June 26. 1922. It is as
follows:

It has been stated that the llaitian Governmnent hid never defaulted onl tile
service of its foreign debts prior to the American occupation. Tijs statement
Is not exactly correct, but It is undoubtedly true that it had vxerted Itself to
an extraordinary degree to initain the service of its foreign debts. Yoar
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coinuuittet' Is Informed that to do this tile Haitian Government had, during
tihe three years immediately. preceding the occupation, floated internal loans
at the rates of 59, 50, and 47, to a gold value of $2,868,131, had defaulted on
salries, pensions. etc., to the extent of $1,111,280, had borrowed from the Bank
of Haiti $1,r3,001, laid Issued tiat paper woney, and had borrowed to a very
large allollnt from private ttlini'iduals at eiOlilmOtIS discotnts oil treasury notes.
The Haitian (overtllllelit had. at the time of the American iterveitthio, totally
exhausted its credit both at home and abroad. The amortization of the loan
of 1875 was in arrears. A great deal has ben made of the fact that after
the naval forces took over the adlinistratiOn of the custolnlouses and after
tile outbreak (if the great t War. there w'as a time when, despite careful adullnmmis-
tration, both interest amid amortization dlite on tile llaitian debt N erp unpaid.
This is true, but the ability of the Haitian Government and its American
advisers to ImVy was dite to time state of antirchy ito which the country had
fallen and to tile inestimahille injury to Haitian trade with Europe consequent
uI11n the ouithrleak of the Great War.

There was thus in addition to the defaults mentioned above the
further floating indebtedness incurred as set forth in the Senate
select committee's report which has just been quoted.

Mr. Leger stated that Haiti (oull have got along without the loan
of 1922. The above financial position. as well its the facts brought
out in the letter inserted in the record by Mr. Leger of February 15,
1917, from Mr. Ruan. show that the Government was existing merely
because the financial adviser was permitting the Haitian Government
to use for operating expenses certain of the customs reventues which
were allotted to the payment of the outstanding foreign loans and
the floating indeht, dness above mentioned. Haiti's credit, as stated
1y the Senate select committee. wits exhausted both lit home and
abroad when our administration took over and the financial adviser
could no longer leave unheeded the just demands of Haiti's creditors.

Under the American administration a claims commission was set
lip to adjudicate all outstanding claims and the floating indebtedness
against the Government. On January 1, 1922. the financial adviser
completely amiortized the lotn of 1875, and on )ecember 31. 192 1 , tit
loan of 1896. The total outstanding indebtedness of Haiti had been
increased from 1915 through the nonpayment of interest charges of
the 1910 loan and ait increase in the floating indebtedness. Haiti's
total indebtedness, however, was refunded and consolidated by the
issuance of three loans-series A, on October 1, 1922, for $16,006,000;
series B. for $5,000,000, of which nearly $756,000 were never issued;
and series C. for $2.660,000, or a gross total of $23,660,000.

The series A loan was bought from the Haitian Government at
92.137, which it will be noted is 20 points higher than Haiti's last
previous foreign loan. namely, the loan of 1910, which was bought at
72..3 less gratuities. et. This series A issue of 1922 wits sold to the
public at 96%. Tile department is advised that all these bonds have
been distributed to the public. Haiti received from this loan $14,-
755,253.33. This money was used to retire the 1910 loan, to pay the
interest guaranty of the National Railway bonds, the sinking fund
guaranty of the'National Railway bonds, to pay the indebtedness to
the Banqte Nationale. and such amounts of the awards of the claims
commission as were to be paid in cash. The balance was used for
public works. On December 31, 19:31, there was outstanding on this
loan $10,859,981.52.

The series B loan for $5,000,000 was not placed in the American
market, but the bonds were used for refunding the internal debt of
Haiti and for the partial payment of awards made by the claims
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commission. In other words, the claims were paid partly in cash
and partly in these B bonds. There were outstanding on December
31, 1931, B bonds to the value of gourdes 8,369,572.92, or $1,673,914.58.

The C bonds were issued in exchange for the guaranteed National
Railway bonds. $2,660,000 was authorized and $2,658,160.80 was
actually issued, and there were outstanding on December 31, 1931,
of this issue, gourdes 8,976,328.30. or $1,795,265.66.

In contrast to Haiti's financial conditio'i in 1915, as set forth
above, its position on )ecember 31. 1931. nuder American financial
supervision shows that Haiti has no interiial debt. 11o floating debt.
and that its outstanding funded dlebt hld beetn reduced to
$14,3"29.161.76, and in addition there was an iol)ligated treasury
surplus, including .both cash and securities, of gourdes 16,462,841.50,
equal to $3,292,568.30, of which sum $.1323.7(64.3*0 is in cash. I think
you will agree with ine that in view of this showing no fair-minded
lson would say that the United States foisted a loan on Haiti

for political purlposes. The truth is that the Senate Select Coiti-
mittee Investigating Haitian Affairs recominended in 1922 that this
loan should be floated. Their recomiiendation is as follows:

The llpuhlic of Haiti owes. largely in l'ra'nct. 111110 .1.I,4l-0.1)40. part (if
which could have been paid wheni the franc was tit a dis',,mi of 17 to tile
dollar ald whicli call tliw he paid while extchll-llO s'1tll:is a azlillit 10 fralls
to tile tdlar. 'rbe iaitian (overllileltt has list ,millethill'-, tive' a iilliIa
dollars by delaying tile refuitding of tite (lebt. it is -till ti tille patent idv1ll-
lage (if tile Haitian (hwernnient to refund ti ell, Iy irriwimg hi dollars
and paying In froincs, when the francs are worth it 5 fir a difhir. ats forluerly.
but 10 for a dollar. Apart front this, ill tile ulltimi (it o' yomr colnlittee, it is
of primary importance that tile proposed la shmuil be maile without delay,
partly because It wJl afford a sim4 of nitlley ie-isary t. thliisil certain public
works including the highway to janlel 11(l that frill Las (alhlobas ti) 1i1ich1.
but also because ullder tile proposed terlis of the Imin, tile debt will be a
general charge upon tile revenues of the Country an1d these revenues whicll are
wo1w specifically and irrevocably hyptlecated to tile service of (ertail linllils
will he freed from such rigid hypotlicettio and tile ilerotis and ineuititable
revelie system of tie country can be revised. There Is aliended to this
report a table showing tile contractual charges upon reventes Iii Haiti. Astudent of tle Haitian financial system will be struck first b. tile cllrges mol

exports (indirect and direct) and especially by the fact that they bear very
heavily tiliin till! poorest element of tit-.- liulat ion. If the debt he refunded
its proposed, tile revenue system can be revised and at one an1d the sitne tilile
the blur(leln upon the poor eati be lightened an11d tie export trade can ie freed
of uie'oliomic taxes.

It llay be added tha1t tile new refunding 1h5111, if 'lwsumillnated, will be made
upon better terms thai those recently ade ill tile Aerivan i arket by Euro-
pean atn(1 South Amhericall Governinvntts.

This Government assisted Haiti to obtain such a loan to straighten
out the financial chaos that then existed and its eflorts since that time
have been directed solely to helping Haiti and to doing what ap-
peared to be to the best interests of the Haitian peol)le. I use the
words" Haitian people" advisedly because the policies of the United
States under the high commissioner were directed to the best inter-
ests of the Haitian people as a whole instead of in the selfish interests
of a privileged few.

I should like to point out, at this point, that when Mr. Leger was
criticizing the purchase of bonds of the Haitian Government by the
financial adviser he tried to make out a case of culpable responsi-
bility and attempted to do this also in connection with the purchase
of francs to repay the French loan. When he talks of paying off the
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loans of 1875 and 1896 in 1922 he says " we," the Haitian Govern-
ment, did it; that "we," the Haitians, have reduced our external
debt to some $14,000,000, and that "we" have an unobligated treas-
ury balance of three million two hundred and odd thousand dollars.
In other parts of his testimony he states that the American financial
control is absolute and dictatorial and that Haiti has nothing to do
with it. The facts are that Haiti's finances were in a chaotic condi-
tion when the American control took themn over and that the wiping
out of the internal aiiil floating debt, the reduction of the foreign debt
from $23,660,000 to ,$14,000,000 and the accumulation of an unobli-
gated treasury surplus of three million two hundred ninety-two and
odd thousand dollars. is the result of the work of the American
financial advisers. It is due to them that Haiti is now on such a
uniquely solid financial basis.

Mr. Leger charges that the financial adviser of Haiti used bad
judgment in purchasing Haitian Government bonds with the surplus
funds which were earning 2 per cent at that time and states that the
financial adviser " made the Haitian Government go into the stock
market." This latter charge is wholly baseless and misleading.
Several times in his testimony he talks about the financial adviser
having the Haitian Government go into the stock market. The
financial adviser did not purchase a single stock for the Haitian
Government nor did he purchase a single bond for the Haitian Gov-
ernment except Haitian Government bonds. Had lie l)urchased the
obligations of others on behalf of the Haitian Government lie could
have been charged with going into the stock or bond market, but
when lie lurclased obligations of the Haitian Government itself,
for the account of the Haitian Government, such a charge is abso-
lutely unfounded. Mr. Leger overlooks the fact that from the time
of the purchase of these bonds the Haitian Government has been
receiving 6 l)er vent instead of 2 per cent on it.s investment.

With regard to die charge that the financial adviser made unfor-
tunate l)irchases of francs, it can only be said that lie bought francs
to retire the French loans as and when lie had Haitian funids avail-
able. Had lie waited on the chance that the fran( would go lower,
and the franc did go lower lie would have been applauded. If. on
the other hand, they hil gone higher, lie would have been condemned.
He could not afford to speculate with the Haitian Government's
money and as and when the funds were available lie purchased the
francs to retire the obligation. The 1875 and the 1896 loans retired
in 1922. could have been retired at a lower figure had lie waited sev-
eral years longer. In the meantime Haiti would have had to pur-
chase francs for amortization and interest charges and would have
had to pay for the francs at the rate current at that time. Mr.
Letrer makes reference to a particular transaction in which the finan-
ciaT adviser was authorized in 1919 to convert $3,000,000 into francs.
In this connection I should like to quote from a report by the finan-
cial adviser, Mr. McIlhenny, in 192) regarding this transaction.
He says:

I can not agree that by reason of the delay in placing the loan the advantage
has been lost to the Haitian (loverminent of the low rate of exchange on
French francs. The franc is even lower than it was when the protocol was
signed and is now worth less than 7 cents gold as compared with 19.3 cents
normally. When I converted the $3,000,000 luring the month of November
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into francs the average rate which I obtained was 9.201/j, and this average
rate was considered hy ne aid by the people who advised ine as enillently
satisfactory. It was supposed it that time that the rate would hold at 9 or
a little better, hut no one, believed that the rate would fall to such ati extent
as it did in the next few months. The rate obtained gave a very handsomne
profit to the Haitian Govertnent in the settlement of its past due interest,
and to have failed to take advantage of the opportunity to make that profit
ott the possibility that the rate of exch.allge would go lower would have beetn
to speetillhte with the funds Aof ti, Govertnent intrIusted to lle ald would
have been Indefensible.

Eighty-three million five hittit Ireil thousandI fratics for the retire-
lient of the 1S9 and 1910 loans were purchased for $.1,037,425, or
at an, average rate of I frane equal to $0.072304. On page 2142
of his testimontv Mr. Leger states that these francs were bought at
the rate of (6 francs to the dollar. The statistics above quoted
show they were bought at the rate of approximately 14 to the
dollar.
Mr. Leger also takes the charge ill conftectioil with the retiring

of tile loan of 1910 that the American financial adviser brought about
a disturbing condition which affects Haiti's credit ill France; that if
they want to borrow nioney to-day they can never get av credit in
France until they settle with th French Government t'he dispute
over the payment of the 1910 loan in gold rather than in paper
frantcs.
The department, of course, is not informed whether the French

Government will prohibit a Haitian loan in the French market
until this loan is paid in gold or not, but the facts regarding that
matter as shown by tile records *of the department are as followsI

The onl, place in which the word gold appears in connection with
this lo-n is in the caption. There is no obligation in the loan con-
trilct or in the bon( s issued thereunder to pay in goil. land the
presence of the word in the caption is properly' explainable by the
fact that the revenues hypotheeated for the service of the' loan
are to be collected in g(;1d. The French Government asked the
Haitian Government to pay this loan in gold francs anti the Haitian
Government, through the Anancial adviser, declined to do so because
it wits not an obli nation of Haiti to pay other than current francs.
As the financial adviser, although a Haitian official is an American
citizen, the Frenchi Government asked the United States Govern-
mlent to support it in its contention that this loan should be paid
in gold francs. After a very careful investigation of til merits
of tile matter, the Department of State advised the French (Govern-
ment that it did not feel that this was a gold loan or that the Iaitian
Government was obligated to pay in other than the current francs
already deposited in 1922.

Thereafter this (question wits (lortlialt from 1927 unttil quite re-
cently. Apparently borrowing is 110Wv sugeted5t in the Frencih mnar-
ket because those who flow control time Haitian Gover'nment are
anxious, as "r. Leger states, to get rid of Ameri(an financial con-
trol-American control which has refunded and paid off advan-
tageously their outstanding obligations, liquidated the internal and
floating indebtedness, reduced very materially their foreign indebt.
edness, and built up a treasury surplus.

In connection with the suggestion that the payment of this loan
in gold would be a condition of further borrowing in the French
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market, it need only be observed that this condition would be based
upon a claim which in the department's opinion is without founda-
tion and which, had it been conceded by the financial adviser in the
past, or if it should be conceded in the future, would cost the Haitian
Government approximately $6,000,000 more than the amount it has
already expended to purchase francs to retire bonds of that issue
still not presented for redemption. The above will clearly set forth
who has the real interests of the Haitian people in consideration in
connection with Haitian finances.

Mr. Leger in his testimony speaks about martial law in Haiti. On
page 2130 of his testimony he states: "We have had a continual state
of martial law existing in Haiti." On the following page he states:
"The military is in full control of the operations there. And we
have had very strict military martial law for quite a long time."
He gives as instances the arrest of newspapermen and the closing
of their newspapers, and states that they were tried by military courts
of the United States. The facts appear to be as follows: Martial
law was declared on September 3, 1915, when the American occu-
pation commenced. It was necessary to establish martial law at that
time on account of the chaotic conditions that then existed. Just
before the American troops were landed, the President of Haiti had
caused to be murdered in cold blood about 200 political prisoners
whom he had iml)risoned to stamp out the opposition against his
regime. 'hese men belonged to prominent families in Port au
Prince. A revolutionary movement was developing to bring about
their release and in order to forestall this they were murdered ini
cold blood in jail. Just after that the President was forced to flee
and took refuge in the French Legation. A few hours before the
American forces arrived iii Port au Prince and were landed to take
control of the situation the mob broke into the French Legation,
took the President out into the garden, where he was murdered; his
body was thrown over the wall to the mob outside, who actually tore
it limb from limb and carried pieces of the remains in triumphal
procession through the streets. That was the political situation at
the time of the American occupation.

After the country was pacified and order restored out of chaos,
the use of military: courts was limited to cases of attacks against
the members of tle forces of occupation. In 1922, it is true that
in compliance with a letter front President Borno, received in August
of that year, certain agitators were tried by provost court and sen-
tenced ior attacking the President in articles l)ublished in their
paper. The Department of State disap)roved this action. and stated
in a telegram of August 29 that Haitians shouldd be subjected to trial
by provost courts only in cases where the safety of the members
of the occupation was at stake or possibly in cases of open rebellion,
and directed the American high commissioner to rescind the order
for the trial of these individuals. As the selntences had been 1)ro-
nounced when the department's instruction was received, their sen-
tences were remitted and the men were at once released. In a
further instruction, (ate( September 29, 1923, the Department of
State informed the high commissioner that it felt that the lnish-
ment of persons committing abuses through the press should be
undertaken exclusively by the Haitian Government through its own
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courts, and that it (lid not desire that provost courts should be used
in matters of this kind except where such action was urgently re-
quired in preserving public order and then only upon specific in-
structions from the department. The department added that the
provost courts should not be called upon to act simply because the
Haitian courts failed to deal properly with offenders. Since that
date no newspaper editors have been tried by provost courts and
there have been no trials by military courts o? any sort whatsoever
since 1926. As a matter of fact, there were none in 1924, but two
in 1925, and four in 1926. On August 5, 1931, the commander of
the American marines in Haiti issued a proclamation repealing mar.
tial law in Haiti. It is therefore a misstatement to say that martial
law now exists in Haiti.

In this connection it may be stated that in 1924 the American
marine forces in Haiti were concentrated in the cities of Port au
Prince and Cape Haitien and the patrolling and policing of the
entire Republic was turned over to the native constabulary. The
marine forces have been reduced to about 800 men and they are
kept there merely to support the American officers who are off in
the interior training the native Haitian constabulary. As quickly
as Haitian officers are trained to take their place, the American
officers are withdrawn from the constabulary. This process is now
ahead of the schedule suggested by the Forbes Commission.

On page 2146 of the testimony, Senator La Follette, referring
to Mr. Ruan's letter of February 15, 1917, says that as he understood
it Mr. Ruan threatened in that letter to cut off the revenue of the
Government if the treaty was not extended. Mr. Leger replied:

He says he will cut off our revenues. We have got to make that loan to
put our finances on a firm basis or he is going to cut off the revenues.

In this connection I should like to point out that what Mr. Ruan
said was that the circumstances at that time offered Haiti an excep-
tional occasion to place its debt on a favorable footing and that he
could no longer, in view of the fact, continue paying to the Haitian
Government for its current expenses funds which it had allocated
to its creditors f r the payment of its unliquidated indebtedness.
In other words, these creditors were entitled to receive the funds
which the Haitian Government had pledged to them. While
market conditions were unfavorable the financial adviser had per-
mitted the use of certain of these funds for the necessary current
running expenses of the Government. He could not continue to do
that as a definite policy and now that a chance had come when Haiti
could place its debt on a favorable footing he would no longer have
a valid reason for denying to the creditors the funds which the
Haitian Government had allocated to them.

On page 2152 of his testimony. Mr. Leger states that President
Dartiguenave could have been elected in 1922 had he l)romised to
make the loan, but the Council of State, which lie alleges was under
the full domination of the Americans, "because they held their job
only bv virtue of the will of the high commissioner," elected Mr.
Borno. In this connection it may be stated that it was President
Dartiguenave who appointed the Council of State and he had the
power to remove and replace any of the members thereof. The
American high commissioner had nothing whatsoever to do with
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the appointment of the. members of the Council of State, and Gen-
eral Russell, who was high commissioner, has definitely said that
he scrupulously avoided any connection with that election what-
soever.

Mr. Leger goes on to say further:
It developed that Mr. Borno, under the Haitian Constitution, was not eligible,

because he was horn of a Freneh father, and there is no doubt In any Haitian's
mind that that thing was held over his head as a club by the American high
commissioner.

I am advised that the latter statement is unfounded and that the
American high commissioner never held any question of his eligi-
bility over President Borno's head as a Iclub.'

In one place in his testimony Mr. Leger states that the United
States Government has taken the position that they guaranteed the
Haitian loans of 1922, although such a provision is not in the con-
tract. Later on he states that the United States had no financial
obligation regarding these loans. This latter statement is correct.
The United States has never taken the position that it had any
financial obligation or that it guaranteed these loans in any way
whatsoever.

Without going into detail I wish to say that many of the state-
ments made by Mr. Leger with respect to the protocol of 1919 and
the extension of the treaty and the legal basis under which tile finan-
cial adviser-general receiver is now functioning are not correct.

Very sincerely yours,
HENiY L. STIMSON.


