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FOREWORD

The present. volume has been prepared with a view to
making more readily available the Polish Plan of Financial
_Stabilization, together with copies of the various laws, decrees,
agreements, etc., enacted or entered into for the purpose of
realizing the Plan. .

In addition to the table of contents, there are appended two
indices, one a general index to the volume, and the other an
index of the Stabilization Plan.

In the case of Polish laws and decrees, etc., the controlling
text is, of course, Polish. There have been used in this
volume English translations contemporaneously prepared by
Polish translators without madification except for the correc-
tion of certain obviots typegraphical errors.

In order to afford a better appreciation of the significance
of the Plan and of the circumstances of its adoption and reali-
zation, the various texts are preceded by an introductory
statement outlining the events leading up to the adoption of
the Plan and summarizing the more significant features of the
Plan itself.

J.F.D.

New York, N. Y., June, 1928.
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THE FINANCIAL STABILIZATION OF POLAND

Introductory Statement
By JOHN FOSTER DULLES

Post-war Europe has furnished a_unique laboratory for the
study of monetary problems. Of peculiar interest have been
the measures adopted to replace fluctuating exchanges by
monetary stability and budgetary equilibrium. Three major
problems of financial reconstruction were presented by Ger-
many, Austria and Hungary. In the case of Germany, the
task of formulating a stabilization program was assumed by
the Reparation Commission acting through the “ Dawes Com-
mittee.” In the cases of Austria and Hungary the task was
undertaken under the auspices of the League of Nations.

A further important chapter in the history of post-war stabili-
zation is now presented by Poland. Her problems were some-
what different from those of the other three countries named.
Poland, as a new nation inheriting three depreciated curren-
cies (German marks, Austrian crowns and Russian roubles)
had the task of creating a wholly new monetary system,
whereas Germany, Austria and Hungary already possessed
financial experience and financial organizations adaptable to
the purpose. On the other hand, Poland was relatively free
from external or internal debt and her trade with the rest of
the world was sufficiently in balance so that no fundamental
difficulties had to be encountered on this score. The absence
of external debt, particularly for reparation under the post-
war treaties, led to an essential difference in procedure from
that in the case of Germany, Austria and Hungary, where the
reparation creditors were in a position to impose their own
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viéws as a condition to the reduction of their reparation claims.
In the case of Poland, no such external pressure existed and
the stabilization measures taken were purely voluntary.

Polish experience prior to 1927, had, however, already
demonstrated that permanent stabilization required a sub-
stantigl measure of external cobperation. A previous effort
has been made to establish 2 new currency on a gold basis.
The zloty was then first created with a gold value corresponding
to that of the gold franc. These measures were taken by
Poland primarily in reliance on her own resources, and when
there occurred a disastrous crop failure requiring heavy impor-

tations of food stuffs, the gold reserves back of the new cur-
" rency proved insufficient and lack of confidence ensued with a
consequent flight from the zloty, with the result that the cur-
rency depreciated to approximately 9¢ or about 45% of the
normal value. Depreciation was accelerated by the fact that
the technical measures to protect the currency proved inade-
quate, principally in that they permitted note issues by the
Government, as well as by the Bank of Issue, with consequent
inflationary tendencies.

When, therefore, in the fall of 1926, the Polish Govern-
ment again approached the problem of stabilization, it was
with the background of an experience which demonstrated the
necessity of stringent measures to protect against internal in-
flation as well as assurances of external support sufficient to
tide over any period where unusual conditions might give rise
to an abnormal demand for foreign exchange. The very fact of
the failure of the first effort accentuated the necessity of ample
protection for the new projected gold zloty. There existed a
certain public distrust which had to be allayed by devising new
measures which would not merely conform to the best theoreti-
cal standard, but be so obviously sufficient that the general pub-
lic, at home and abroad, would be satisfied thereby. For without
public confidence no technical protection will long suffice,

In December, 1926, the Polish Government entrusted Mr.
Milynarski, Vice-Governor of the Bank of Poland, and Pro-
fessor Krzyzanowski with the mission of taking preliminary
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measures to secure American codperation in a plan of stabiliza-
tion. The mission proceeded to New York where it drranged
with Bankers Trust Company, Blair & Co., Inc., and Chase
Securities Corporation that these institutions would become
the bankers of the Polish Government and codperate with that
Government in the development and execution of a plgn of
stabilization.

The Federal Reserve Bank of New York afforded the rep-
resentative of the Bank of Poland information and advice with

- respect to the technical monetary aspects of the problems with
which the Bank was attempting to deal.

On the basis of suggestions from.these bankers and advice
from the Federal Reserve Bank as to technical monetary mat-
ters, there was drafted the rough outline of a plan of stabiliza-
tion which the Polish financial mission then took back to Poland
early in 1927 and laid before the Polish Government and the
Bank of Poland.

After ascertaining that the principles thus tentatively formu-
lated were acceptable, the Polish Government invited its bankers
to send representatives to Paris to meet there with representa-
tives of the Bank of Poland and the Polish Treasury with a
view to elaborating a Plan of Stabilization in definitive and de-
tailed form. The bankers acceded to this suggestion and April
and May, 1927, were devoted to conferences in Paris designed
to formulate a plan of stabilization which would restore con-
fidence within Poland and command external support. The
negotiations were conducted by Mr. Mlynarski, representing
the Bank of Poland, Messrs. Baranski and Zaida representing
the Polish Treasury, Messrs. F. N. B. Close, Jean Monnet and
Pierre Denis, representing the bankers, and Mr. John Foster
Dulles, acting as their counsel. The conferees had the benefit
of consultation and discussion, as to the various aspects of
the Plan, with financial experts who had collaborated in the
construction of the Dawes Plan and other stabilization plans
and had had practical experience in their administration.
Economists and technical experts of various Banks of Issue
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contributed many valuable suggestions as to the monetary
aspects of the Plan.

The Plan, when finally formulated, was resubmitted to the
Government and the Bank of Poland for their final approval
and, when this was accorded, the Plan* was then formally sub-
mitted by the Bank of Poland to the Federal Reserve Bank of
New York with a request that, on the basis thereof, it take
the initiative in organizing a credit in favor of the Bank of
Poland to be participated in by other national Banks of Issue.
The Federal Reserve Bank acceded to this request and in turn
submitted the Plan to the principal European Banks of Issue in
order to afford them an opportunity to participate in the credit
which it was proposed to organize. This opportunity was
availed of and a formal credit agreement concluded and signed
in Paris in June, 1927, contingent upon the consummation of
the Plan as a whole. The Central and Reserve Banks partici-
pating in the credit were those of Austria, Belgium, Czecho-
Slovakia, Denmark, England, Finland, France, Germany
Hungary, Italy, The Netherlands, Sweden, Switzerland, and
the United States.

Preceding and pending the conclusion of this credit agree-
ment, the Polish Government and the Bank of Poland, in con-
sultation with the legal representative of the American bankers,
drafted the various legislative enactments, decrees, amendments
to the statutes of the Bank of Poland and other documents
legally necessary for the realization of the Plan. Further-
more, during this period, and in order to broaden the inter-
national aspect of the undertaking, the American bankers, with
whom the Guaranty Trust Company of New York had now
become associated, approached leading European bankers with
a view to their joining, on the basis of the stabilization plan, in
the issue of the proposed external stabilization loan. Important
banking houses in England, France, The Netherlands, Switzer-
land and Sweden accordingly became associated with the
undertaking, each assuming the responsibility of making a
public offering of a portion of the loan. Arrangements were

* Document Number 1, p. 13.



similarly made for the flotation of a portion of the loan within
Poland itself.

By the end of June, all technical arrangements requisite for
the final consummation of the stabilization plan had been
completed, but the summer months were not considered a
favorable time for the public flotation of the stabilization
bonds, so that the consummation of the Plan was postponed
until the Fall* In the meantime a short term credit was ar-
ranged by the American bankers with a view to providing
- foreign exchange for the benefit of the Bank of Poland in the
event that in the interval there should be occasion therefor.
Actually no such occasion arose, the credit did not have to be
utilized, and this credit agreement was terminated in October,
1927, when the stabilization plan as a whole was carried
through.

On October 13, 1927, the Polish Government signed the
definitive agreement with its bankers for the consummation of
the Stabilization Loan and issue of its Stabilization Bonds. On
the same day the Polish Government, by decrees having the force
of law, adopted the Stabilization Plan, promulgated its fuil
text and issued a further decree establishing the new gold zloty
with a content of .187546 grammes of °/1e fine gold, or a
value of approximately 11.22¢ per zloty.1 A few days later
the stabilization loan was simultaneously offered in the United
States, England, France, The Netherlands, Switzerland,
Sweden, and Poland. The loan operation was a complete
success in all markets and was largely over-subscribed.

Shortly following the public offering and before the pro-
ceeds thereof became payable to the Polish Government, the
necessary steps were taken within Poland to carry through the
requisite amendments of the Statutes of the Bank of Poland
and the election of Mr. Charles Dewey as a director of the
Bank and as Financial Adviser, to assume which position Mr.
Dewey resigned as Assistant Secretary of the Treasury of the

* Document Number 3, p. 25.

t Document Number 4, p. 29.
1 See Documents Numbers 7 and 8, pp. 39 and 54.
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United Statés.* On November 9, 1927, the temporary bonds of
the Stabilization Loan were actually delivered, payment there-
for wis made and proceeds amounting to about $62,000,000
were paid over to the Bank of Poland which, upon obtaining
the foreign exchange, opened a corresponding zloty credit in
favor of the Government for utilization in accordance with the
Plan of Stabilization.

The Plan itself falls into four main headings, namely:

1. Monetary measures designed to insure a gold value cur-
rency resting upon a technically sound foundation;

2. Budgetary and administrative measures designed to safe-
guard against any deficits or mal-administration which might
embarrass the treasury and in turn render difficult the main-
tenance of currency stability;

3. Provisions for external observation designed to ensure,
and inform the world concerning, the successful application of
both monetary and budgetary measures;

4. Provisions for the security of the stabilization loan.

1. The monetary features of the Plan affect both the Gov-
ernment and the Bank of Poland. In view of the independent
status of the Bank of Poland, it was impracticable for the
Government itself to impose upon the Bank those modifications
of its statutes requisite to a cobrdination of the Bank’s measures
with the Stabilization Plan. Accordingly the measures to be
taken by the Bank appear as an Annex to Part II of the Plan,
as being measures which “the Government understands that
the Bank of Poland intends to take.”

The undertakings of the Government itself, expressed in
Part II of the Plan, include a permanent renunciation by the
Government of the right to issue currency notes and the consti-
tution of the Bank of Poland as the sole note-issuing organiza-
tion. The Government further accepts limitations against
borrowing from the Bank.

* See Documents Numbers 13, 14, 15, 16, 17, 18, pages 8 to 9.
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The Government undertakes to fix by law a new value of the
zloty in terms of gold and to make the notes of the Bank of
Poland, payable in gold or gold exchange drafts, lega'lv tender
within the Republic. The Plan does not contemplate that the
notes of the Bank shall necessarily be redeemable on demand in
actual gold coin, but, as indicated, gives the Bank the alternative
of paying in the form of gold exchange drafts. This latter
basis, which is in fact that adopted, is in line with the prevailing
practice of the continent and, in the case of Poland, was deemed

_ preferable to any requirement that gold coin should be sought
to be restored immediately as a circulating medium. In view
of the complete absence of circulating gold in all of the coun-
tries surrounding Poland, it was feared that any gold coin put
in circulation within Poland would be drawn off for hoarding
purposes into Russia or other adjacent States. Accordingly,
it is the “ gold exchange " rather than gold standard which is
initially adopted.

Provision is nmade for the retirement of all outstanding
treasury notes and the substitution therefor of the notes of
the Bank of Poland. Furthermore, in order to prevent any
inflation through the excessive use of subsidiary coin, provision
is made as to the amount of subsidiary money which may be
minted by the Government and the Government undertakes not
to exceed that amount without the assent of the Bank of Poland.

Provision is made for certain control over foreign borrow-
ing which, in so far as applicable to public financing, is treated
as a budgetary and administrative measure and, so far as relates
to private borrowing, is treated as a protection of the monetary
stabilization. In this latter respect the Bank of Poland is
charged with the duty of studying private external long term
borrowing from the viewpoint of its effect upon currency
stabilization, and if it shall judge that future stability would
be endangered by a continuance of such borrowing, the Bank
of Poland has the right to announce its views to this effect and
the Government and the Bank of Poland agree thereupon to
codperate to restrain excessive external borrowing.

The technical monetary measures to be taken by the Bank
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of Poland include a modification of the statutes of the Bank to
increase the reserve requirements to 40% and to provide that
such requirements will be applicable to both note and deposit
liabilities. The Bank further agrees to carry three-fourths of
its minimum reserve requirement in gold coin or bullion.

Provision is made for the increase of the capital of the Bank
by 50,000,000 zloty so that the combined capital and surplus
will be over 200,000,000 zloty. The Bank is to elect an Amer-
ican Adviser as a member of the Board of the Bank, with
authority to assist and advise the Bank as to its duties under
the Plan and with the right to fufl information as to the
operations of the Bank.

2. The budgetary and administrative measures commit the
Government to the permanent policy of budgetary equilibrium
and provide for substantial budgetary surpluses for the years
1927-1928 and 1928-1929. A large part of the detailed pro-
visions are designed to put the State’s finances on a sound
budgetary basis and to centralize the accounting and deposit
policy of the Government. All free funds of the Treasury are
to be deposited with the Bank of Poland, thereby preventing
the possibility of Government deposits being held by other
institutions in an amount which would permit of embarrassing
the Bank of Poland in any monetary or rediscount policy which
it thought wise to adopt.

Provision is made for the future reorganization of the Rail-
ways upon an autonomous basis and the Government under-
takes to prepare plans of reform of the system of taxation and
of the commercial banking system. It may be noted, in con-
nection with the latter point, that already measures have been
taken by the Polish Government designed to force the elimina-
tion of weak banks and a consolidation into larger and sounder
institutions.

The Government recognizes the principle that it should not
borrow for ordinary budgetary purposes, except for short term
borrowing during a period of seasonal depression of income
and in anticipation of early tax receipts. In order to facilitate
borrowing of this character and to give protection to the Gov-
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ernment’s financial position, the Plan provides for the establish-
ment in favor of the Government of a 75 Million zloty treasury
reserve available, with the approval of the Financial Adviser,
to enable the Treasury to meet current expenses when current
receipts are insufficient, due to seasonable causes. Any
amounts drawn from the Treasury reserve must be restored
within six months,

The Government undertakes, throughout the period of the
Plan, not to issue, internally or externally, long term loans for

-budgetary purposes. Borrowing for productive purposes may
be made only after first consulting the Financial Adviser, and
the Government agrees not to authorize any external loans,
guaranteed by the Government, or any external municipal loans,
without similarly first taking the opinion of the Adviser.

3. A cardinal feature of the Plan is the provision for foreign
advice and observation through an American to be appointed
as Financial Adviser to the Government and to the Bank.
Technically, the primary status of the Adviser is that of a
member of the Board of the Bank of Poland, the Government
agreeing that the functions of the Financial Adviser to the
Government will be performed by this foreign director of
the Bank, so as to promote a coordination of the tasks of the
Government and the Bank under the Plan. The functions
of the Financial Adviser, in his dual capacity as director of
the Bank and adviser to the Government, are to advise both the
Government and the Bank as to the performance of the meas-
ures contemplated by the Plan and he is entitled to receive
both from the Government and from the Bank all such informa-
tion as he considers necessary to enable him to discharge his
duties as prescribed by the Plan. The Adviser has a number
of specific technical duties and powers such as those in relation
to the Treasury reserve, passing upon external public loans and
releasing the proceeds of the Stabilization Loan. His authority
is, however, primarily moral and rests upon the fact that, on
the one hand, he is afforded a position which assures him the
fullest access to all facts relative to the Polish fiscal situation
and, on the other hand, he is charged with reporting to the
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outside world as to the progress of the Plan. The Plan pro-
vides, in this respect, that the Adviser will furnish a quarterly
report addressed to the Bank of Poland and which report is
to be promptly published by the Bank.*

Since the primary purpose of the Polish Government in
accepting the Plan was to establish its credit throughout the
world, it was the general concensus of opinion of qualified
authorities that this right and duty of the Adviser to make
public reports would most clearly tend to strengthen his au-
thority and influence. The Polish Government would most
certainly seek to avoid any fiscal measures which the adviser
might be compelled to characterize as unsound and endangering
the success of the Plan.

In order further to strengthen the moral position of the
Adviser, and to insure the continued interest of citizens of
other nations, provision is made for the creating of an advisory
committee of financial experts of international reputation who
may be called upon from time to time to assist and counsel with
the Adviser as to the handling of any problems of peculiar
difficulty which arise under the Plan.

In addition to the moral position and support thus accorded
the Adviser, the Plan provides for the arbitration of any dif-
ferences which may arise between him and the Polish Govern-
ment and the Polish Government agrees to accept the decision
of the arbitrator as final,

The Adviser is chosen for a normal period of three years
with provision for the possible earlier termination, or for the
prolongation, of his functions.

4. The Plan provides for a stabilization loan designed to
produce about 60 Million Dollars. Of these proceeds, the zloty
equivalent of approximately 45 Million Dollars is required for
technical monetary measures called for by the Plan, the balance
being available as a revolving fund to provide credit facilities
to certain enterprises of a character permanently useful in the
economic development of the Republic.

*'l;l‘sl?e first such report is reprinted herein as Document Number 30,
P-
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The technical monetary measures provided for through the

proceeds of the loan are

(a) increase in capital of the Bank of Poland, initially sub-
scribed by the Government ($8,330,000),

(b) retirement of Treasury Notes, either through substitu-~
tion of Bank of Poland Notes or issue of silver coin
($25,550,000),

(c) retirement of floating debt of the Treasury ($2,780,-
000),

(d) creation of Treasury Reserve ($8,330,000).

While the requirements for the foregoing purposes are here
expressed, for convenience, in terms of dollars, they are actually
zloty requirements. On the other hand, the Bank of Poland
requires, under the Plan, foreign exchange to establish reserves
against its note issue. Accordingly, the Plan provides that the
external stabilization loan shall be made by the Government,
but that the foreign exchange proceeds shall be paid over to
the Bank of Poland, which in turn opens a zloty credit in favor
of the Government. Thus the Bank of Poland acquires the
entire foreign exchange, whereas the Government procures
the zloty funds which it requires for the purposes of the Plan.

The Financial Adviser is given control over the proceeds
of the loan in that any drafts against the zloty credit
which the Bank of Poland opens in favor of the Government
are subject to the authorization or counter-signature of the
Adviser. Furthermore, that portion of the proceeds of the
loan that is available for credit purposes, must be employved
in accordance with principles and rules agreed upon between
the Government and the Bank of Poland and the Adviser.

The Plan contemplates that the customs revenues will be
assigned as security for the stabilization loan, and that these
revenues will, in the first instance and directly, be paid into a
special account of the Fiscal Agents of the loan maintained
with the Bank of Poland. The Financial Adviser is constituted
the representative of the Fiscal Agents and the special account
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thus maintained is under the control of the Adviser as such
representative of the Fiscal Agents.

These provisions with reference to the security of the stabili-
zation loan and the functions of the Adviser with reference
thereto are more fully developed in the Loan Agreement.*

While the Polish Stabilization Plan was evolved primarily
under American guidance and with American financial support,
it is an essential element of its strength that it rests upon a
broad international basis. The Plan itself draws heavily from
the stabilization experiences of Germany, Austria and Hun-
gary. The credit accorded to the Bank of Poland is participated
in not only by the Federal Reserve Banks, but by the leading
Continental Banks of Issue. Furthermore, the stabilization
loan was publicly sponsored and offered not only in the United
States, but in England, France, Holland, Switzerland, Sweden,
and Poland and substantial amounts thereof were privately
taken in other European countries.

This broad international support accorded the Plan is, per-
haps, the greatest guaranty of its success. Thereby the Plan
has already served its primary purpose of marking the re-
establishment throughout the world of confidence in the
financial stability of Poland, and affording assurance of the
continuing interest and codperation of the leading financial
nations of the world.,

* Document Number 9, p. 56.
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1. PLAN OF STABILIZATION.*

With a view to stabilizing the Zloty on a gold basis, estab-
lishing Poland’s credit at home and abroad and ensuring a solid
foundation for the economic development of the country, the
Government decides, in so far as it relates to govemmental
measures, to carry out the following plan:

Part 1.
BUDGETARY, FISCAL AND ADMINISTRATIVE MEASURES,

1. Budget—The Government recognizes that budgetary
equilibrium, already attained for the year 1926-1927, should
be established on a firm and permanent basis, and in order to
ensure this result as against contingencies or uncertainties, will
make the following provisions for a surplus during the next
two years:

1927-1928 Budget.

For the fiscal year 1927-1928 the Government will create at
once additional revenues, so as to provide for additional ex-
penditures for administrative purposes, amounting to about
80 Million Zloty, the service of the stabilization loan hereinafter
referred to and a substantial surplus; the total of such addi-
tional revenues to represent at least 300 Million Zloty.

1928-1929 Budget.

The budget for the fiscal year 1928-1929 will provide a
substantial surplus.

2. Budgetary and Administrative Provisions of a General
Order—No expenditures during the fiscal years 1927-1928
and 19281929 not specifically provided for in the budget shall

* As submitted by the Bank of Poland to the Federal Reserve Bank
of New York in June, 1927. See p, 14, supra, The same text is annexed
to the Loan Agreement (supra, p. 56) and, in its Polish text, is annexed to
the Decree of October 13, 1927 (supra, p. 41).
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be made unless a corresponding increase of revenues be pro-
vided for at the time such expenditure is authorized. Such
expenditures include among others the service of any loan.

Any surplus obtained in a given month will be used only for
purposes specified in the current budget or a succeeding budget.

If, after the quarterly review of the budgetary situation, it is
found that expenditures were under-estimated or the revenues
over-estimated and that, in consequence of one or both circum-~
stances, the balance of receipts and expenditures at the end of
the quarterly period was lower than anticipated and likely to
endanger the balancing of the budget at the end of the year,
the Government will at once reduce expenditures or provide
additional revenues.

The Government will continue the present system of monthly
budgets.

The detailed expenditure of every State Department will be
approved by the Minister of Finance and no allocation of
revenue from one heading to another can be sanctioned except
with the authorization of this Ministry.

All Government receipts will be paid into, and disbursements
made through, the Bank of Poland, or the Postal Savings
Bank, or the “ Caisses de Trésor”. All free funds of the
Treasury will be deposited with the Bank of Poland, which will
be kept frequently and periodically informed of the state of the
Treasury account with the Postal Savings Bank and “ Caisses
de Trésor ”.

Receipts and expenditures of all State owned non-commer-
cialized enterprises will be kept apart from the general public
accounts in such a way that the gross receipts and surplus
receipts thereof cannot be used in any other way than as pro-
vided in the budget. The budgets and the financial operations
of State owned commercialized enterprises will be submitted to
the control of the Minister of Finance. He will supervise the
deposit of the free funds of the State owned enterprises to the
end that such funds shall be used in conformity with the mone-
tary policy for which the Bank of Poland, under Part 11, is
responsible
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. The Government will, as soon as possible, organize the Rail-
ways on an autonomous basis or “ régie intéressée .

The Government will, without delay, prepare a plan of
reform of the system of taxation and take the necessary meas-
ures to promulgate the same, in consultation with a specially
constituted Committee. The Minister of Finance will create a
special committee to study the commercial banking situation
and to propose measures for the improvement thereof.

The Government undertakes that the Minister of Finance
will not, during the year 1927-1928, use the faculty given to
“him by Article 9 of the 1927 budgetary law allowing Treasury
Funds to be lent to State Banks, Municipalities, public enter-
prises or for other purposes and will not ask the renewal of this
Article for future budgets. However, pending the establish-
ment of an independent system of municipal financing, the
Treasury may make short term loans, of not exceeding twelve
months’ maturity, to Municipalities, on the condition that such
advances do not exceed 20% of the total funds derived from
taxes collected by the Treasury on behalf of the Municipalities
as a whole during the year.

3. Government Borrowing.—The Government recognizes
the principle that, except in the case of a grave and unpredict-
able emergency, it should not borrow for ordinary budgetary
purposes. This is not to be construed, however, to prevent
short term transactions as contemplated in Par. 5, Part I.

The Government, for three years, will not issue, internally
or externally, long term loans for budgetary purposes. How-
ever, the Government may borrow for productive purposes
after first consulting the Adviser (mentioned below) who will
announce his advisory opinion as to the proposed loan opera-
tions, in so far as relates to the carrying out of the program.
Furthermore, before authorizing any external loan guaranteed
by the Government or any external municipal loan, the Govern-
ment will consult the Adviser who will similarly announce his
opinion with reference thereto.

4. Retirement of Existing Floating Debt.—The Government
will retire its present Floating Debt, now estimated at 25 Mil-
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lion Zloty, and to that end will deposit an equivalent sum with
the Bank of Poland, to be utilized only to pay off such floating
debt as it matures.

S. Creation of Treasury Reserve—The Government will
deposit with the Bank of Poland 75 Million Zloty as a Treasury
Reserve. This sum will be available, as the Treasury will show
the necessity to the Adviser (hereinafter mentioned) to enable
the Treasury to meet current expenses when current receipts
are insufficient, such as during a seasonal period when the
Government is faced with heavy payments at times when cur-
rent fiscal income is normally low. The Treasury Reserve
may also be drawn upon by the Government, under the same
conditions, in anticipation of the receipt of taxes and duties.
Amounts drawn from the Treasury Reserve must be restored
within six months.

The Treasury Reserve will not be suppressed or reduced until
the Bank of Poland and the Adviser are satisfied that the inter-
nal market conditions for obtaining short term credits are per-
manently such as to make this reserve unnecessary, or that a
sufficient Treasury Reserve can and will be maintained from a
budget surplus.

Part IL
MONETARY STABILIZATION.

1. General Declaration of Government.—The Government
declares that under the law of October 22, 1926, it has
renounced the right to issue currency notes and that it will not
hereafter issue such notes. The Bank of Poland shall be the
only note-issuing organization. Under its present statutes the
Bank of Poland, as a stock company, is entirely independent of
the Government, which is not entitled to secure advances from
the Bank or cause the Bank to issue any notes against State
debt, except, however, within the limits now specially author-
ized in the Statutes of the Bank.

The Government has now borrowed 25 Million Zloty from
the Bank under the Statutes of the Bank authorizing govern-
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ment borrowing up to but not exceeding 50 Million Zloty. So
long as the Treasury reserve is maintained, the Government will
not borrow further from the Bank.

2. Establishment of Gold Basis for Currency.—On or
before the effective date of the inauguration of this program,
the Polish Government shall by law fix the new value of the
Zloty in terms of gold, approximately equivalent to its present
gold exchange value. At the same time, the notes of the Bank
of Poland will be made legally payable on demand in gold or
gold exchange drafts. The Statutes of the Bank already pro-
vide that the notes of the Bank shall ultimately enjoy the
unqualified right of redemption in gold. The Bank, in consul-
tation with the Adviser, will study the situation with a view to
ascertaining how soon this right can safely be extended.

Note: The revaluing of the gold and foreign reserves on the
basis of the new value of the Zloty will result in a profit, and
this profit will be credited to the surplus account of the Bank.

3. Retirement of Treasury Notes and Issue of Metallic Cur-
rency.—The Government, to provide for the retirement of the
outstanding Treasury notes and so that the notes of the Bank
of Poland will constitute the sole paper currency in circulation,
will pay to the Bank 140 Million Zloty, in consideration
whereof the Bank will assume liability for one-half of the
present Treasury notes and gradually substitute its own notes
therefor.

The Government will moreover deposit with the Bank of
Poland 90 Million Zloty to be used by it for minting silver
coins of 2 and 5 Zloty denominations, of not less than 500 fine,
to the total amount of 140 Million Zloty, and the balance of the
present State note currency amounting to 140 Million Zloty
will be retired therewith.

The Government will not coin and issue any token money
or metallic currency other than the 180 Million Zloty now in
circulation and the 140 Million Zloty of silver coin authorized
as above, unless the Bank of Poland recognizes the necessity
therefor,
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4. Bank Measures to Ensure Currency Stability.—The Bank
of Poland is charged with, and henceforward will by all means
in its power seek, the permanent stability of the Zloty.

The Government understands that the Bank of Poland, with
the above end in view, intends to take a number of measures,
elaborated in the Annex hereto, some of which will require
a modification of its Statutes. The Goverhment has taken'
cognizance of the Bank of Poland’s plans and undertakes to
cobperate to give to such measures legal effect without delay.

These measures include the following:

Modification in the reserve requirements of the Bank.

Increase of capital of the Bank.

Election of a foreign Director (herein sometimes called the
“Adviser ).

Modification of the Statutes of the Bank to permit the sale
or pledge of commercial paper payable in Zloty.

In connection with the increase of the capital of the Bank,
the Government undertakes to subscribe for the increased
capital under the conditions mentioned in the Annex.

5. Regulation of Private External Borrowing.—The Gov-
ernment and the Bank of Poland will cobperate to restrain
private external long term borrowing if the Bank should con-
sider this to be excessive and to endanger the further stability
of the currency, and they will devise such measures as seem
best adapted to the situation. The Bank will have the right to
announce its views concerning the advisability, at a given time,
of suspending such borrowing in the interest of currency
stabilization.

ANNEX TO ParT IL

a) Reserve Requirements—The Reserve requirements of
the Bank of Poland will, as authorized by the Statutes of the
Bank, be increased to 40% and such requirements will be
applicable to both note and deposit liabilities. The Bank will
carry three-fourths of its minimum reserve requirement in
gold coin or bullion and at least two-thirds of this gold coin

18



and bullion will be carried in the vaults of the Bank, and the
remaining one-third may be carried under earmark abroad.

b) Certain Loans Discontinued.—After the stabilization of
the Zloty, the Bank of Poland will abandon its present practice
of making loans secured by foreign currency.

c) Increase of the Capital of the Bank.—The present capital
of the Bank is 100 Million Zloty and will be increased by 50
Million Zloty, so that the combined capital and surplus of the
Bank will be about 200 Million Zloty. The additional capital
stock will be initially acquired by the Treasury at a price to be
agreed upon between the Bank and the Treasury, after taking
into consideration the book value of the stock when the plan
becomes effective.

It is estimated that approximately 75 Million Zloty may be
needed for this purpose, any amounts over and above the par
value of the stock to be carried to surplus. It is understood that
the new stock sold to the Treasury shall be deposited with the
Adviser for account of the Government, with the understanding
that the shares so deposited will be sold to the public. If all the
shares are not sold during the period of the functioning of the
Adbviser, the balance will be held in trust by the Chairman of
the Bank of Poland for future sales. Such stock, while de-
posited with the Adviser or Chairman, shall not carry voting
privileges, and as long as it is so deposited dividends shall be
deferred to regular dividend of 8% on the 100 Million Zloty
of capital stock now outstanding. The Government, how-
ever, shall be entitled to dividends on this stock, if paid by the
Bank, but not to exceed 10%. As such deposited shares are
sold to the public they shall carry the same voting and dividend
rights as the present shares in the hands of the public.

d) Election of a Foreign Director—The Bank of Poland
will elect an American expert to act as a director (member of
the Board) of the Bank. He will assist and advise the Bank
in relation to its duties under the Plan. He shall reside perma-
nently with the Bank of Poland unless he concludes that this
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permanent attendance in Warsaw is no longer warranted by cir-
cumstances. This Director will be empowered to create an
Advisory Committee of Financial Experts to sit from time to
time, on his invitation, under his chairmanship.

Such Director will, through the management, be kept cur-
rently informed as to all of the operations of the Bank, and as
to its condition, in such detail as he shall consider necessary.

In case of death or inability to act of the foreign Director of
the Bank, or in case of his resignation other than in connection
with the permanent termination of his office, there will be im-
mediately selected and elected, in the same manner, a successor
of the same nationality. In case of absence or disability of the
foreign Director of the Bank, and at his request, there shall be
designated a substitute of the same nationality, who will
exercise his functions.

Part III.
SPECIAL PROVISIONS CONCERNING THE ADVISER

1. The Government agrees that the functions of the Adviser,
as provided in Part I, will be performed by the foreign Director
of the Bank, so as to ensure that he will have a comprehensive
knowledge of the interrelated administrative and monetary
aspects of the Plan,

2. The foreign Director of the Bank will assist and advise
the Government through the Minister of Finance as to the
various measures provided for in the Plan, He will, through
the Ministry of Finance, be supplied with such information as
he considers necessary to enable him to discharge his duties
as prescribed in the Plan,

3. The Adviser will prepare a quarterly report, addressed to
the Bank of Poland and promptly published by it, on the
progress of the various aspects of the Plan.

4. The Adviser, during his tenure of office, will exercise
certain functions as representative of the Fiscal Agents of the
Loan as provided in Part IV,

5. The same person who is the Adviser may be entrusted
with any functions provided for in any arrangements under
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which foreign banks, at the request of the Bank of Poland,
should decide to grant credits to the Bank.

6. The foreign Director of the Bank shall be elected for a
period of three years. He may earlier resign if he considers
the continuation of his functions unnecessary. Should the
Adviser consider that the fulfilment of the program is not
sufficiently advanced at the end of the fiscal year 1929-1930,
the Government will study the situation in codperation with

- the Adviser and they both will agree as to those dispositions
. of the Plan which will still have to be maintained and their
-duration.

7. In case of any disagreements arising under the Plan be-
tween the Government and the Adviser, each will appoint a rep-
Tesentative and the two will endeavor to adjust the difference.
If they should not succeed the two representatives will agree
-on a third party, of different nationality, as arbitrator whose
<ecision shall be final.

Part IV,
EXTERNAL LOAN,
1. 4 t and Utilization—The Government will borrow

from its Bankers about $60,000,000, which will be applied to
the following purposes, figures being approximated:

.2) 75,000,000 ZI. increase in capital of the Bank.

X See Part II, Par. 4 and Annex (¢) $ 8,330,000
-b) 140,000,000 assumption by the Bank of one
half net Treasury note issue. See

Part II, Par. 3........c.cuuuvn. 15,550,000

.c) 90,000,000 conversion of one half net Treas- .

’ ury note issue into silver coin.

See Part II, Par. 3............. 10,000,000
d) 25,000,000 or such sums as may be requisite
to discharge floating debt of Treas-

ury. See Part I, Par. 4......... 2,780,000
) 75000000 to provide working fund for
Treasury and called Treasury Re-

serve. See Part I, Par. 5........ 8,330,000
f) 135,000,000 to provide for economic develop-
MENL ..o vreeoancaransnonsannn 15,000,000



2. Supervision of Application of Loan Proceeds—The
General Bond or Loan Agreement will provide for the appoint-
ment of Fiscal Agents for the loan.

The proceeds of the loan will be paid to the Bank of Poland
and the Zloty equivalent deposited with the Bank of Poland in
a special account subject to being released to the Government
only for purposes authorized above. Accordingly, any drafts
against such funds with the Bank of Poland will require the
authorization or counter-signature of the Adviser as repre-
sentative of the Fiscal Agents.

If and as the Treasury Reserve is reduced or suppressed as
provided by Part I, Par. 5 above, and as the stock of the Bank
is sold for account of the Government as contemplated by the
Annex, Par. (c), the resulting funds may be employed by
the Polish Government for productive purposes specified in
consultation between the Government and the Adviser.

The proceeds of the loan falling under (f) above, will be
employed to provide credit facilities to State enterprises and
for agricultural purposes, of a character permanently useful in
the economic development of the Republic, in accordance with
principles and rules agreed upon between the Government and
the Bank of Poland and the Adviser. The Government and the
Bank and the Adviser will proceed promptly to determine the
principles and rules in accordance with which the credit facili-
ties are to be made available, so as to permit the prompt
utilization of the moneys, which should be before the end of
the current year,

The proceeds of the loan applicable to credit facilities and
productive purposes as contemplated by the two preceding
paragraphs, will be evidenced by notes, bills, bonds, mortgages
and other evidences of indebtedness which will constitute a
special portfolio which will be independently administered on
behalf of the Government by the Bank of Poland as a revolving
fund, and in a manner consistent with the provisions and intent
of the Plan. If, however, all or any part of such revolving
fund is no longer required for the purposes for which it has
been created, the Government may employ it to reduce the out-
standing Bonds of the External Loan,
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3. Security and Supervision Thereof —The Loan contract
ill provide for the assignment of the customs revenues as
ecurity for the service of the loan. Assigned revenues will in
e first instance be paid into a special account of the Fiscal
Agents with the Bank of Poland subject to disposition and re~
lease by the representative of the Fiscal Agents who, in the
first instance, will be the Adviser.
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2. LETTER INTERPRETATIVE OF CERTAIN
PARAGRAPHS OF PLAN OF STABILIZA-
TION.

July 6, 1927.

Dr. Felix Mlynarski,

Vice Governor of the Bank of Poland,
Warsaw.

DEAR SIR:

The Annex to Part II of the Plan of Stabilization provides
for the election by your Bank of an American expert to act as
member of the Board of the Bank, and that such Director
“will be empowered to create an Advisory Committee of
Financial Experts to sit from time to time, on his invitation,
under his Chairmanship.”

- Having collaborated with you in the drafting of the Plan,
we are happy to confirm your construction of the language
quoted, namely, that the Committee therein referred to is a
committee which will act in an advisory capacity to the Amer-
ican Director and not to the Government or to the Bank or its
Board.

We further refer to paragraph 7 of Part III providing that
in case of any disagreements arising under the Plan between
the Government and the Adviser, resort may be had to arbitra-
tion, the decision of the arbitrator being final.

We confirm our understanding that if disagreements arising
under the Plan should be of such character as, in the judgment
of the Polish Government, to demonstrate that the personality
of the Adviser is such as to render the successful operation of
the Plan impossible, the question of the retention of the then
incumbent as Adviser may be arbitrated.

Upon the appointment of an Adviser, we shall be happy to
file with him a copy of this communication to you.

Yours very truly,
(Signed) JomnN FosTer DULLES.
P. DenIis.
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3. EXCHANGE OF LETTERS BETWEEN THE
BANKERS AND MINISTER OF FINANCE
with reference to program for realization of
Stabilization Loan.

July 6, 1927.
‘His Excellency the Minister of Finance,
- Warsaw, Poland.

DEAR SIR:

Under date of June 25, we had the_pleasure to hand you a
cable from Bankers Trust Company, Blair & Co., Inc., Chase
Securities Corporation and Guaranty Trust Company of New
York with reference to the realization of the Plan of Stabiliza-
tion upon which, as representatives of the banking group in
question, we have been working in collaboration with your
Government.

You will recall that the last paragraph of this cable requested
that we should as promptly as possible come to agreement with
your Government as to the form of the papers which would be
required in connection with the issue of the proposed Stabiliza-
tion Loan, so that such issue could readily be arranged by
cable from New York as soon as conditions become suitable
for the flotation of an issue of this character and amount.

In accordance therewith there have been prepared, in col-
laboration with your Representatives and those of the Bank of
Poland, the following papers which we have the pleasure to
hand you herewith:

1) Bond Purchase Agreement.

2) Plan of Stabilization.

3) Loan Agreement.

4) Form of Temporary Dollar Bond.

5) Form of Temporary Sterling Bond. i

6) Prospectus Letter from the Minister of Finance.

7) Decree promulgating the Stabilization Plan and author-

izing the Stabilization Loan.
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8) Decree fixing the new gold value of the zloty.

9) Form of amendments to the Statutes of the Bank in
conformity with the Stabilization Plan.

10) Form of resolutions to be adopted by the Bank’s Council
with reference to the Adviser and his functions.

11) Form of opinion to be rendered to the Bankers by the
Solicitor General of the Republic.

12) Form of definitive Dollar Bond.

13) Form of definitive Sterling Bond.

14) Fiscal Agents Compensation Agreement.

The above documents are complete, as to form, except as to
the offering price, the precise nominal amount of the issue, and
the Sinking Fund. The offering price, for obvious reasons,
can only be fixed when the issue is imminent and when the
precise political, economic and financial conditions affecting the
issue can be definitely known. The nominal amount of the issue
should be fixed at the same time.

* ok % x

We have not been able to discuss all details with our
European associates and it is possible that some minor changes
would prove necessary to meet some technical peculiarities of
their markets, and if a French tranche is finally decided upon,
this also might require certain slight modifications and
additions,

We are happy to record our agreement with you as to all
the matters dealt with in the papers handed you, We are
confident that this agreement assures the early realization of
the complete program of stabilization which seems now to
depend only upon the return of satisfactory market conditions,
The Banking Group which we represent has but recently and
formally expressed to you its firm intention to seize the earliest
favorable moment to proceed with the flotation of the stabiliza-
tion loan, and you may be assured that we, in collaboration with
our associates, will give you the benefit of our best judgment
and efforts to attain the most favorable price for a loan of
this character and amount.
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The 15 million dollar credit which this group has arranged
to open in your Government’s favor can be taken as a material
indication not only of their confidence in your Government
but also of their determination to do their part to assure the
prompt and complete realization of the comprehensive program
upon which they have embarked with your Government.

We beg to express our personal gratification at having had
the opportunity of working with you and with your Associates
in what we consider is both a constructive and epoch-making
achievement.

Yours very sincerely,
BANKERS TRUST COMPANY,
By F.N.B. CLosE
H. FiscHER.
BLAIR & CO., INC,
CHASE SECURITIES CORPORATION,
By JeEaN MoNNET.

Warsaw, July 6, 1927.
Bankers Trust Company,
Blair and Co., Inc.,
Chase Securities Corporation.

DEAR Sizs:

I have the honor to acknowledge the receipt of your letter
of July 6, 1927, with which you transmit 14 documents as
specified therein, which have been prepared by you in collabora-
tion with the Ministry of Finance and the Bank of Poland in
anticipation of the realization of the Stabilization Program
which has been adopted by the Polish Government.

I am happy, on behalf of the Polish Government, to confirm
my agreement with the text of both your letter and the docu-
ments, subject of course to settlement of those matters you
mention which can only be definitely fixed when the issue is
imminent.

The Polish Government is gratified that this matter has now
proceeded to a point where the Program of Stabilization can

27



be realized as soon as market conditions render this possible
and we rely upon you to advise us as soon as this is the case.

I consider it a pleasant duty to express to you, on behalf of
the Polish Government, the appreciation of your co-operation
in rendering the realization of the Program possible, and our
firm intention to carry through the Program which we have
thus determined to adopt.

Very sincerely yours,

[sear] G. Czecmowicz,
Minister of Finance of the
Republic of Poland.



4. AGREEMENT BETWEEN THE GOVERNMENT
AND ITS BANKERS for realization of Stabil-
ization Plan and sale of stabilization bonds.¥

Bonp PurcaAse AGrReEMENT dated October 13, 1927,
between the GOVERNMENT OF THE REPUBLIC OF PoLAND,
-hereinafter called the “ Republic ”, represented by its Minister
of Finance, party of the first part, and the financial institutions
whose names are hereto appended as parties of the second part,
hereinafter called the * Bankers ”’, and of which the first three
named are herein referred to as the “ Originating Bankers ”.

1. The Republic will create an issue of $62,000,000 and
£2,000,000 of 20-Year 7% Bonds of the Stabilization Loan
of 1927 (herein called the “ Bonds ”’), pursuant to a Plan of
Stabilization which the Republic has prepared and decided to
adopt and which is appended hereto as Exhibit A, and under a
Loan Agreement substantially in the form attached hereto as
Exhibit B.

2. The Bankers, subject to the terms hereof, will purchase
or guarantee the purchase of the Bonds * * * *

3. The purchase price, subject to deductions for items of
cost and tax assumed by the Republic hereunder and subject
to payment to the Fiscal Agents for initial listing and like
expenses to be assumed by the Republic under the Loan Agree-
ment, shall be paid in New York funds (or, at the option of
the Bankers, in whole or in part in pounds sterling, Swiss
francs, Dutch florins or other currencies which are on a gold
basis), against the simultaneous delivery to the Bankers in
New York and/or such other place or places as may be mutually
agreed upon, of a temporary Bond or Bonds for the entire
issue, in substantially the form of the draft of temporary dollar

* The Exhibits to t.his s are not here reprinted. In the main

they represent p es, etc., which appear here-
after in their definitive fonn.
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and sterling Bonds annexed hereto as Exhibits C and D re-
spectively. Such delivery shall occur on the twentieth day fol-
lowing the date of public offering (or on such other date as
may be mutually agreed upon between the Republic and the
Bankers) on not less than seven days’ notice to the Bankers.

Payment to the Republic for the Bonds shall be made by
crediting the Bank of Poland in New York, London, Amster-
dam, Zurich or other financial centers, with the respective
amounts in dollars or other currencies, and the Republic
recognizes that such payment to the Bank of Poland will
constitute payment to the Republic hereunder.

4. * * * * The Bankers will assume the issue, coupon or
like taxes, fees and governmental charges incident to the initial
public offering or marketing of the Bonds in the United States
of America, Great Britain, Switzerland, The Netherlands,
Sweden and such other countries as may be agreed upon be-
tween the Bankers and the Republic.

It is understood that two million dollars, principal amount
of Bonds will be originally issued in France and will constitute
the French issue. The Republic agrees to assume and pay the
issue tax (droit de timbre au comptant) amounting to 4%
payable in France in respect thereto.

5. Prior to the date of public offering the Republic will
furnish letters in substantially the form of that drafted by the
Republic and annexed hereto as Exhibit E, signed by its
Minister of Finance, which letters may be used or’summarized
by the Bankers in their respective prospectuses, one such letter
to be addressed to the Bankers in each country of public issue
who will head such issue, with appropriate variations to meet
the respective situations,

6. The Republic will furnish such information and make
such applications, if any, as may be requisite to qualify the
Bonds for public marketing in the various countries and States
in which public offering of the Bonds may be made.

7. The obligation of the Bankers hereunder is expressly
dependent upon the Plan of Stabilization being realized in
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accordance with the following schedule which has been drawn
up by the Republic, and to which it agrees strictly to adhere:

a) The Plan of Stabilization (Exhibit A) will have been
brought into force and this Agreement and supple-
mental Agreements authorized by Decree having the
force of law in the form of the draft Decree prepared
by the Republic and attached hereto as Exhibit F, on
Thursday, October 13, 1927.

b) The revalorization of the Zloty, as contemplated by the
Plan, will have been prescribed by Decree, having
the force of law, in substantially the form of the draft
Decree prepared by the Republic and attached hereto
as Exhibit “G”, on Thursday, October 13, 1927.

¢) The Loan Agreement (substantially in the form attached
hereto) and a supplemental Agreement concerning the
Fiscal Agents (substantially in the form attached
hereto as Exhibit “ ") shall be promptly signed
pursuant to the authority of the Decree mentioned in
a) above.

d) On or before the notice to the Bankers fixing the date
of payment under Article 3 hereof, or such lesser time
before the date of payment as the Bankers may agree
to, the Statutes of the Bank of Poland will have been
duly modified, with legal sanction, in the sense con-
templated by the Plan, Part II, paragraph 4, and as
indicated in Exhibit “ ¥ " hereto annexed, and the
foreign Director (who will be an American recognized
by the American Bankers as qualified) will have been
elected as contemplated by the Plan, Part III, para-
graph 6, and installed with the functions and facilities
contemplated by the Plan (Annex (d) and Part III,
par. 3), and a resolution of the Council of the Bank
adopted to this end, in substantially the form set out
in Exhibit K hereto annexed.

The Bankers will give the Republic not less than two days’
notice of the proposed date of the American public offering of
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Bonds, which may be on a “ when, as and if issued and ac-
cepted ” basis. It is understood that the public offerings in
the different countries will occur at approximately the same
time.

8. It is a further condition of the obligation of the Bankers
that this Agreement and the Loan Agreement constitute valid
and binding obligations of the Republic, in accordance with
their respective terms, that the temporary Bonds constitute, and
the definitive Bonds when issued and exchanged therefor as
contemplated by the Loan Agreement will constitute, valid and
binding obligations of the Republic in accordance with their
terms, and that the decrees mentioned in 7 (a) and 7 (c) above
and the decree sanctioning the amendment of the Bank Statutes
referred to in 7 (d) have and retain the force of law and that
the Bankers at the time for payment shall be so advised by the
Solicitor General of the Republic, as well as by their own
counsel, the opinion of the Solicitor General to be in substan-
tially the form of the draft letter annexed hereto as Exhibit L.

9. The form of definitive dollar and sterling Bonds shall be
substantially in the forms annexed hereto as Exhibits M and
N, with such variations, approved by the Republic or its diplo-
matic representatives, as may be requisite to meet the require-
ments of the various Stock Exchanges.

10. The Bankers’ undertaking is made on the understanding
that if, before the closing of the last of the public offerings,
there occurs any material change in existing political, economic
or market conditions which in the judgment of the Bankers
renders it impracticable to carry out the operations contem-
plated hereby, they are not obligated to proceed hereunder; but
in such case they will confer with the Republic with a view to
arranging, if feasible, to proceed with the issue at a subsequent
date. '

11. In order to afford an adequate opportunity for placing
the Bonds and to protect the market during this period, the
Republic will not, except through the intermediary of the
Bankers, or with their consent, make or consent to the public
offering of any other obligations of, or guaranteed by, the
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Republic or any State instrumentality within three months of
the date of delivery of temporary Bonds hereunder.

12. The Republic may treat with the Originating Bankers
as to all matters arising hereunder.

IN WITNESS WHEREOF, the Government of the Republic of
Poland has caused this Agreement to be duly executed on its
behalf by Mr. Gabrjel Czechowicz, its Minister of Finance,
and the Bankers have caused this Agreement to be duly exe-
cuted on their behalf by their duly authorized representatives,

_ in four counterparts, the day and year first above written.

[seaL]

The Government of the Republic of Poland
By G. Czeceowicz
Minister of Finance.
Bankers Trust Company
By H. Fiscaer
Authorized representative.
Chase Securities Corporation,
Blair & Co., Inc.
By Jean MonNET
Authorized representative.
Guaranty Trust Company of New York
By H. FiscaEr
Authorized representative.
Lazard Brothers & Co., Ltd.
By Blair & Co., Inc.
By Jean MonnNeT
Authorized representative.
Banque de Paris et*des Pays Bas
Banque Franco-Polonaise, representing the
French Group
By Ebwarp SPITZER
Authorized representative.
Société de Banque Suisse
Crédit Suisse
By Bankers Trust Company
By H. FiscHER
Authorized representative.

33



Hope & Co.
Lippmann, Rosenthal & Co.
De Twentsche Bank
By Bankers Trust Company
By H. FiscuEer
Authorized representative.
Stockholms Enskilda Bank
Skandinaviska Kreditaktiebolaget
By Bankers Trust Company
By H. FiscHER
Authorized representative.
Bank Handlowy w Warszawie
Representing the Polish Group
By St. A. LUBOMIRSKI
Authorized representative.



5. LAW OF AUGUST 2, 1926, amending the Con-
stitution so as to provide that the President of
the Republic may by law be.authorized to issue
decrees having the force of law. (Translation.)

From. the Polish official Journal of Laws of the 4 August
1926 Nr. 78, par. 442.

Ezxtract.

According to art. 44 of the Constitution I enact the follow-
ing law:

LAW
of 2 August, 1926, )
amending and completing the Constitution of the Republic of
the 17 March 1921 (Journal of Laws of the Republic of Poland
Nr. 44, par. 267).
Art. 5.

The art. 44 of the Law* of the 17th March 1921 (Journal of
Laws of the Republic of Poland Nr. 44, par. 267) shall be
completed by the following additional provisions:

“ The President of the Republic is entitled, during the period
when the Diet and Senate are dissolved until the next meeting
of the Diet is held (art. 25) to issue in case of urgent necessity
decrees having force of law within the limits of the public
legislation. These decrees shall not pertain to the modification
of the Constitution neither to matters foreseen by the art. 3
par. 4; art. 4, 5, 6, 8, 49 par. 2; 50 and 59 of the Constitution
nor the Electoral System of the Diet and Senate.

A Law can grant to the President of the Republic authority
to issue decrees having the force of law during the period and
regarding matters indicated by the Law, except, however the
modification of the Constitution.

Decrees provided in the two preceeding paragraphs shall be
issued on the motion of the Council of Ministers with reference

* This law embodies the Constitution of Poland
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to the provisions of the Constitution contained in these para-
graphs and shall be signed by President of the Republic, Presi-
dent of the Council of Ministers and all the Ministers, and
published in the Journal of Laws. These decrees come out of
force if not submitted to the Diet within 14 days after the
next session of the Diet or if after having been submitted to
the Diet are by the Diet declined.”

Art. 8.
The present Law comes into force on the date of its
publication.
President of the Republic: I. Moscicki.
President of the Council of Ministers: K. Bartel,
Minister of the Interior: Mlodzianowski.
Minister for Foreign Affairs: August Zaleski.
Minister of War: J. Pilsudski.
Minister of Finance: C. Klarner.
Minister of Justice: W, Makowski.
Minister of Education and Cults: A. Sujkowski.
Minister of Agriculture and State Domains: Dr. A.
Raczynski.
Minister of Commerce and Industry: E. Kwiatkowski.
Minister of Railways: Romocki.
Minister of Public Works: Broniewski.
Minister of Labour and Social Welfare: Dr. Jurkiewicz.
Minister of Agrarian Reform: Staniewicz.

A true and exact translation.
Warsaw this 14 of Qctober 1927.
Register No. 4937.
E. StoczyNsK1
Sworn Translator.



6. LAW OF AUGUST 2, 1926, granting the Presi-
dent power to issue decrees having the force of
law in the sphere of stabilization and economic
improvement. (Translation.)

From the .Polish official Journal of Laws of the 4 August
-1926, Nr. 78, par. 443.

In virtue of Art. 44 of the Constitution I hereby promulgate
the following law: -

LAW
of August 2, 1926,
granting to the President of the Republic authority to
issue decrees having the force of law.

Art. 1. The President of the Republic is hereby authorized
to issue decrees having the force of law in the sphere of :

reconciling the existing laws with the Constitution and
realizing the latter’s prescriptions contemplating the promulga-
tion of special laws; the reorganization and simplification of
the State administration; the harmonizing of the legislation
throughout the country ; the application of judicial proceedings
and the imposition of charges for the purpose of social pro-
tection; and also in the sphere of measures designed to secure
the equilibrium of the Budget; the stabilizing of the currency
and the improving of the economic situation of the country,
and also particularly in the domain of agriculture and forestry.

Art. 2. These decrees shall not relate to any matters men-
tioned in Art. 3 par. 4, in Art. 4, 5, 8, 49 par 2, in Art. 50 and
59 of the Constitutional Law of March 17, 1921, (Journal of
Laws of the Republic of Poland, Nr. 44, Section 267) nor to
imposing new taxes and public charges, nor to increasing the
existing tax rates above the standard as provided for in the law
of July 1st 1926 (Journal of Laws of the Republic of Poland,
Nr. 63, Section 376) nor to establishing new monopolies, nor
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to increasing the circulation of State notes and subsidiary coin
beyond the legal authorization now existing, nor to charging
and exchanging the real property of the State, nor to alienating
the same, provided the value of the separate property exceeds
100,000 Zlotys; nor to modifying the Electoral Law of the
Diet and the Senate, the laws concerning local self-government ;
the Electoral Law of the local self-governing organs; nor to
modifying the county boundaries, the laws concerning the
languages and schools; the anti-alcoholic laws and the matri-
monial law.

Art. 3. This law is in force up to the day of the opening
of the new Diet.

Art. 4. The President of the Council of Ministers and all
the Ministers are entrusted with the execution of this law,
each in his proper sphere of activity.

Art. 5. This law comes into force on the day of its
promulgation.

President of the Republic: I..Moscicki.

President of the Council of Ministers: K. Bartel.

Minister of the Interior: Mlodzianowski.

Minister for Foreign Affairs: August Zaleski.

Minister of War: J. Pilsudski. '

Minister of Finance: C. Klarner.

Minister of Justice: W. Makowski.

Minister of Education and Cults: A. Sujkowski.

Minister of Agriculture and State Domains: Dr. A.

Raczynski.

Minister of- Commerce and Industry: E. Kwiatkowski.

Minister of Railways: Romocki.

Minister of Public Works: Broniewski. .

Minister of Labour and Social Welfare: Dr. Jurkiewicz.

Minister of Agrarian Reform: Staniewicz.

A true and exact translation.
Warsaw this 14 of October 1927.
Register No. 4937.
E. StoczyNsKl
Sworn, Translator.
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7. DECREE OF OCTOBER 13, 1927, promulgating
Plan of Stabilization and authorizing Stabili-
zation Loan. (Translation.)

From the Polish official Journal of Laws of the 13th
October, 1927, Nr. 88, par. 789.

DECREE OF THE PRESIDENT OF THE
REPUBLIC OF POLAND

dated October 13, 1927,
referring to the Program of Stabilization and concluding
of an external loan.

According to Article 44, par. 6 of the Constitution, and
according to the law of August 2nd 1926, granting to the
President of the Republic authority to issue decrees having the
force of law (Journal of Laws of the Republic of Poland,
Nr. 78, par. 443) I hereby decree as follows:

1. With a view to stabilizing the currency and improving
the economic conditions, a Program of Stabilization as con-
tained in the annex attached hereto is established.

2. In connection with the execution of the Program of
Stabilization, the Minister of Finance is authorized to contract
an external loan in the nominal amount of $62,000,000 and of
£2,000,000, and to issue and sell for this purpose Government
Bonds to the nominal amount of such a loan.

3. The terms of the issue, especially the purchase price and
the form of ‘security of the Bonds as well as commission and
charges and all other provisions connected with the issue
and payment of the loan, will be defined in such agreements
as will be concluded by the Minister of Finance subject to the
conditions specified below.

4. The Bonds will not bear a higher interest tHan 7% per
annum. They are to be amortized in 20 years.
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The Bonds will be amortized by semi-annual payments as
described in the Loan Agreement at 103% of their nominal
value.

The Bonds may also be redeemed before the maturity at
103% of their nominal amount, in whole or in part, com-
mencing the fifteenth of October 1937.

5. The Bonds and coupons will be free of all taxes, stamp
duties and other charges either now existing in Poland or
which might be imposed in future.

6. The repayment of the loan and interest will be secured
by revenues of the import and export customs duties and by
subsidiary revenues of such custom duties.

7. The Bonds and coupons will be expressed in gold dollars
of U. S. A. and also in pounds sterling. The Bonds expressed
in dollars shall be payable also in pounds sterling, Swiss francs,
Dutch florins, and Swedish kronor, on the basis of

4,8665 Dollars =£1.
5,183 Swiss francs =$l.
2,488 Dutch florins =$§l.

3,731 Swedish kronor =#$I1.

and shall also be collectible in French francs at the rate in
Paris for sight exchange on New York on the date of presenta-
tion for collection.

The Bonds expressed in pounds sterling shall be payable
also in gold dollars of the United States of America on the
basis of 4,86 Dollars — £1.

The text of the Bonds and all agreements connected with
the issue of the Loan may be in the English and French
language.

8. The Minister of Finance is authorized to transfer the -
right to sign the text of the Bonds to the Minister of the
Republic of Poland at Washington and/or at London, England,
or to other representatives of the Republic.

9. The Minister of Finance or other competent Ministers
are hereby charged with the execution of the present decree.

10. The present decree comes into force on the date of its

publication.
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President of the Republic: I. Moscicki.
President of the Council of Ministers and Minister of
War: J. Pilsudski.

Minister
Minister
Minister
Minister
Minister
Minister
Minister

K. Bartel.

of the Interior: Slawoj Skladkowski.

for Foreign Affairs: August Zaleski.

of Finance: G. Czechowicz.

of Justice: A. Meysztowicz.

of Education and Cults: Dr. Dobrucki.

of Agriculture and State Domains: K.

Niezabytowski.

Minister
Minister
Minister
Minister
Minister
Minister

of Commerce and Industry: E. Kwiatkowski.
of Railways: Romocki. -

of Public Works: Moraczewski.

of Labour and Social Welfare: Dr. Jurkiewicz.
of Agrarian Reform: Witold Staniewicz.

of Posts and Telegraphs: Boguslaw Miedzicski.

A true and exact translation.
‘Warsaw this 17 of November 1927.
Register No. 5468.
E. StoczyNsKI
Sworn Translator.

This plan was annexed to the decree of
the President of the Republic of October 13,
1927, relative to adoption of a plan of stabils-
zation and the contracting of a foreign loan,
and was published therewith in the ” Dz. Ust.
R. P.” No. 88/1927, item 789.

With a view to stabilising the Zloty on a gold basis, establish-
ing Poland’s credit at home and abroad and ensuring a solid

foundation

for the economic development of the country, the

Government decides, in so far as it relates to governmental
measures, to carry out the following plan: .
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PART 1

BUDGETARY, FISCAL AND ADMINISTRATIVE MEASURES

1.—Budget

The Government recognises that budgetary equilibrium,
already attained for the year 19261927, should be established
on a firm and permanent basis, and in order to ensure this
result as against contingencies or uncertainties, will make the
following provisions for a surplus during the next two years:

1927-1928 Budget— For the fiscal year 1927-28
the Government will create at once additional revenues, so as
to provide for additional expenditures for administrative pur-
poses, amounting to about Z 80 million, the service of the
stabilisation loan hereinafter referred to and a substantial
surplus; the total of such additional revenues to represent at
least Z 300 million.

1928-29 Budget— The budget for the fiscal year
1928-29 will provide a substantial surplus.

2.—Budgetary and administrative
provisions of a general order

No expenditures during the fiscal years 1927-28 and 1928-
29 not specifically provided for in the budget shall be made
unless a corresponding increase of revenues be provided for at
the time such expenditure is authorised. Such expenditures
include among others the service of any loan.

Any surplus obtained in a given month will be used only for
purposes specified in the current budget or a succeeding budget.

If, after the quarterly review of the budgetary situation,
it is found that expenditures were under-estimated or the
revenues over-estimated and that, in consequence of one or
both circumstances, the balance of receipts and expenditures
at the end of the quarterly period was lower than anticipated
and likely to endanger the balancing of the budget at the end
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of the year, the Government will at once reduce expenditures
or provide additional revenues.

The Government will continue the present system of monthly
budgets.

The detailed expenditure of every State Department will be
approved by the Minister of Finance and no allocation of
revenue from one heading to another can be sanctioned except
with the authorisation of this Ministry.

All Government receipts will be paid into, and disbursements
made through, the Bank of Poland, or the Postal Savings
Bank, or the ” Caisses de Trésor”. All free funds of the
Treasury will be deposited with the Bank of Poland, which
will be kept frequently and periodically informed of the state
of the Treasury account with the Postal Savings Bank and
* Caisses de Trésor”.

Receipts and expenditures of all State-owned non-commer-
cialised enterprises will be kept apart from the general public
accounts in such a way that the gross receipts and surplus
receipts thereof cannot be used in any other way than as pro-
vided in the budget. The budgets and the financial operations
of State-owned commercialised enterprises will be submitted
to the control of the Minister of Finance. He will supervise
the deposit of the free funds of the State-owned enterprises
to the end that such funds shall be used in conformity with
the monetary policy for which the Bank of Poland, under
Part II, is responsible.

The Government will, as soon as possible, organise the
Railways on an autonomous basis or ” régie intéressée ”.

The Government will, without delay, prepare a plan of
reform of the system of taxation and take the necessary meas-
ures to promulgate the same, in consultation with a specially
constituted Committee. The Minister of Finance will create
a special Committee to study the commercial banking situation
and to propose measures for the improvement thereof.

The Government undertakes that the Minister of Finance
will not, during the year 1927-28, use the faculty given to
him by Article 9 of the 1927 budgetary law allowing Treasury
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Funds to be lent to State Banks, Municipalities, public enter-
prises or for other purposes and will not ask the renewal of
this Article for future budgets. However, pending the estab-
lishment of an independent system of municipal financing, the
Treasury may make short-term loans, of not exceeding twelve
months’ maturity, to Municipalities, on the condition that such
advances do not exceed 20% of the total funds derived from
taxes collected by the Treasury on behalf of the Municipalities
as a whole during the year.

3.—Government borfowing

The Government recognises the principle that, except in the
case of grave and unpredictable emergency, it should not
borrow for ordinary budgetary purposes. This is not to be
construed, however, to prevent short-term transactions as
contemplated in Par. 5, Part I

The Government, for three years, will not issue, internally
or externally, long-term loans for budgetary purposes. How-
ever, the Government may borrow for productive purposes
after first consulting the Adviser (mentioned below) who will
announce his advisory opinion as to the proposed loan opera-
tions, in so far as relates to the carrying out of the programme.
Furthermore, before authorising any external loan guaranteed
by the Government or any external municipal loan, the Govern-
ment will consult the Adviser who will similarly announce his
opinion with reference thereto.

4. —Retirement of existing floating debt

The Government will retire its present Floating Debt, now
estimated at Z 25 million, and to that end will deposit an
equivalent sum with the Bank of Poland, to be utilized only to
pay off such floating debt as it matures.

5.—Creation of Treasury reserve

The Government will deposit with the Bank of Poland
Z 75 Million, as a Treasury reserve. This sum will be available,
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as the Treasury will show the necessity to the Adviser (herein-
after mentioned) to enable the Treasury to meet current ex-
penses when current receipts are insufficient, such as during a
seasonal period when the Government is faced with heavy
payments at times when current fiscal income is normally low.
The Treasury reserve may also be drawn upon by the Govern-
ment, under the same conditions, in anticipation of the receipt
of taxes and duties. Amounts drawn from the Treasury reserve
must be restored within six months.

The Treasury reserve will not be suppressed or reduced
‘until the Bank of Poland and the Adviser are satisfied that the
internal market conditions for obtaining short-term credits
are permanently such as to make this reserve unnecessary, or
that a sufficient Treasury reserve can and will be maintained
from a budget surplus.

PART 1I

MONETARY STABILIZATION

1.—General declaration of Government

The Government declares that under the law of October 22,
1926, it has renounced the right to issue currency notes and
that it will not hereafter issue such notes. The Bank of Poland
shall be the only note-issuing organization. Under its present
statutes the Bank of Poland, as a stock company, is entirely
independent of the Government, which is not entitled to secure
advances from the Bank or cause the Bank to issue any notes
against State debt, except, however, within the limits now
specially authorized in the statutes of the Bank. :

The Government has now borrowed Z 25 million from the
Bank under the Statutes of the Bank authorizing Government
borrowing up to but not exceeding Z 50 million. So long as
the Treasury reserve is maintained, the Government will not
borrow further from the Bank.
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2.—Establishment of gold basis
for currency

On or before the effective date of the inauguration of this
program the Polish Government shall by law fix the new
value of the Zloty in terms of gold, approximately equivalent
to its present gold exchange value. At the same time, the notes
of the Bank of Poland will be made legally payable on demand
in gold exchange drafts. The Statutes of the Bank already
provide that the notes of the Bank shall ultimately enjoy the
unqualified right of redemption in gold. The Bank, in consulta-
tion with the Adviser, will study the situation with a view to
ascertaining how soon this right can safely be extended.

Note: The revaluing of the gold'and foreign reserves on
the basis of the new value of the Zloty will result in a profit,
and this profit will be credited to the surplus account of the
Bank.

3.—Retirement of Treasury notes and
issue of metallic currency

The Government, to provide for the retirement of the out-
standing Treasury notes and so that the notes of the Bank of
Poland will constitute the sole paper currency in circulation,
will pay to the Bank Z 140 million, in consideration whereof
the Bank will assume liability for one-half of the present
Treasury notes and gradually substitute its own notes therefor.

The Government will moreover deposit with the Bank of
Poland Z 90 million to be used by it for minting silver coins
of Z2 and 5 denominations, of not less than 500 fine, to the
total amount of Z 140 million, and the balance of the present
State note currency amounting to Z 140 million will be retired
therewith.

The Government will not coin and issue any token money
or metallic currency other than the Z 180 million now in circu-
lation and the Z 140 million of silver coin authorised as above,
unless the Bank of Poland recognizes the necessity therefor.
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4. —Bank measures to ensure currency
stability

The Bank of Poland is charged with, and henceforward will
by all means in its power seek, the permanent stability of the
Zloty.

The Government understands that the Bank of Poland, with
the above end in view, intends to take a number of measures,
elaborated in the Annex hereto, some of which will require a

-modification of its Statutes. The Government has taken cog-
nisance of the Bank of Poland’s plans and undertakes to co-
operate to give to such measures legal effect without delay.

These measures include the following:

Modification in the reserve requirements of the Bank.

Increase of capital of the Bank.

Election of a foreign Director (herein sometimes called the
“Adviser”).

Modification of the Statutes of the Bank to permit the sale
or pledge of commercial paper payable in Zloty.

In connection with the increase of the capital of the Bank,
the Government undertakes to subscribe for the increased
capital under the conditions mentioned in the Annex.

5.—Regulation of private external
borrowing

The Government and the Bank of Poland will co-operate to
restrain private external long-term borrowing if the Bank
should consider this to be excessive and to endanger the future
stability of the currency, and they will devise such measures
as seem best adapted to the situation. The Bank will have the
right to announce its views concerning the advisability, at a
given time, of suspending such borrowing in the interest of
currency stabilization.
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ANNEX
T0
PART II

a) Reserve requirements

The reserve requirements of the Bank of Poland will, as
authorised by the Statutes of the Bank, be increased to 40 per
cent, and such requirements will be applicable to both note and
deposit liabilities. The Bank will carry three-fourths of its
minimum reserve requirement in gold coin or bullion, and at

- least two-thirds of this gold coin and bullion will be carried
in the vaults of the Bank, and the remaining one-third may be
carried under earmark abroad.

b) Certain loans discontinued

After the stabilization of the Zloty, the Bank of Poland will
abandon its present practice of making loans secured by foreign
currency.

¢) Increase of the capital of the Bank

The present capital of the Bank is Z 100 million and will be
increased by Z 50 million, so that the combined capital and
surplus of the Bank will be about Z 200 million. The additional
capital stock will be initially acquired by the Treasury at a
price to be agreed upon between the Bank and the Treasury,
after taking into consideration the book value of the stock
when the plan becomes effective.

It is estimated that approximately Z 75 million may be
needed for this purpose, any amounts over and above the par
value of the stock to be carried to surplus. It is understood
that the new stock sold to the Treasury shall be deposited with
the Adviser for account of the Government with the under-
standing that the shares so deposited will be sold to the public.
If all the shares are not sold during the period of the function-
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ing of the Adviser, the balance will be held in trust by the
Chairman of the Bank of Poland for future sales. Such stock,
while deposited with the Adviser or Chairman, shall not carry
voting privileges, and as long as it is so deposited dividends
shall be deferred to regular dividend of 8 per cent, on the
Z 100 million of capital stock now outstanding. The Govern-~
ment, however, shall be entitled to dividends on this stock, if
paid by the Bank, but not to exceed 10 per cent. As such
deposited shares are sold to the public they shall carry the same
voting and dividend rights as the present shares in the hands
‘of the public.

d) Election of a foreign director

The Bank of Poland will elect an American expert to act
as a director (member of the Board) of the Bank. He will
assist and advise the Bank in relation to its duties under the
Plan. He shall reside permanently with the Bank of Poland
unless he concludes that this permanent attendance in Warsaw
is no longer warranted by circumstances. This Director will
be empowered to create an Advisory Committee of Financial
Experts to sit from time to time, on his invitation, under his
chairmanship.

Such Director will, through the management, be kept cur-
rently informed as to all of the operations of the Bank, and as
to its condition, in such detail as he shall consider necessary.

In case of death or inability to act of the foreign Director
of the Bank, or in case of his resignation other than in con-
nection with the permanent termination of his office, there will
be immediately selected and elected, in the same manner, a
successor of the same nationality. In case of absence or
disability of the foreign Director of the Bank, and at his
request, there shall be designated a substitute of the same
nationality, who will exercise his functions.
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PART III
SPECIAL PROVISIONS CONCERNING THE ADVISER

1.—The Government agrees that the functions of the
Adbviser, as provided in Part I will be performed by the foreign
Director of the Bank, so as to ensure that he will have a com-
prehensive knowledge of the interrelated administrative and
monetary aspects of the Plan.

2. — The foreign Director of the Bank will assist and advise
the Government through the Minister of Finance as to the
various measures provided for in the Plan. He will, through
the Ministry of Finance, be supplied with such information as
he considers necessary to enable him to discharge his duties
as prescribed in the Plan.

3. — The Adviser will prepare a quarterly report, addressed
to the Bank of Poland and promptly published by it, on the
progress of the various aspects of the Plan.

4. — The Adviser, during his tenure of office, will exercise
certain functions as representative of the Fiscal Agents of the
Loan as provided in Part IV.

5.~ The same person who is the Adviser may be entrusted
with any functions provided for in any arrangements under
which foreign banks, at the request of the Bank of Poland
should decide to grant credits to the Bank.

6. -— The foreign Director of the Bank shall be elected for a
period of three years. He may earlier resign if he considers
the continuation of his functions unnecessary. Should the
Adviser consider that the fulfilment of the program is not
sufficiently advanced at the end of the fiscal year 1929-30,
the Government will study the situation in co-operation with
the Adviser, and they both will agree as to those dispositions
of the Plan which will still have to be maintained and their
duration.

7.—1In case of any disagreements arising upder the Plan
between the Government and the Adviser, each will appoint a
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representative and ithe two will endeavor to adjust the differ-
ence. If they should not succeed the two representatives will
agree on a third party, of different nationality, as arbitrator
whose decision shall be final.

PART IV

EXTERNAL LOAN

1.—Amount and utilisation

The Government will borrow from its Bankers about
$60,000,000, which will be applied to the following purposes,
figures being approximated :

a) Z 75,000.000 increase in capital of the

Bank. See Part II, Par. 4

and Annex (¢) . . . $ 8330.000
b) ,, 140,000.000 assumption by the Bank

of one half net Treasury

note issue. See Part II,

Par. 3 . . . . . , 15550.000
¢) ,, 90,000.000 conversion of one half net

Treasury note issue into

silver coin. See Part II,

Par. 3 . . . . . _, 10,000.000
d) ,, 25,000.000 or such sums as may be

requisite to discharge

floating debt to Treasury.

See Part I, Par. 4 . 2,780.000
e) ,, 75,000.000 to provide working fund

for Treasury and called

Treasury reserve. See

Part 1, Par. § . ., 8330.000
f) . 135,000.000 to provide for economic

development . . 5 15,000.000
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2.—Supervision of application of
loan proceeds

The General Bond or Loan Agreement will provide for the
appointment of Fiscal Agents for the loan.

The proceeds of the loan will be paid to the Bank of Poland
and the Zloty equivalent deposited with the Bank of Poland in
in a special account subject to being released to the Govern-
ment only for purposes authorised above. Accordingly, any
drafts against such funds with the Bank of Poland will require
the authorization or counter-signature of the Adviser as repre-
sentative of the Fiscal Agents.

If and as the Treasury reserve is reduced or suppressed as
provided by Part I, Par. 5 above, and as the stock of the Bank
is sold for account of the Government as contemplated by the
Annex, Par. (¢), the resulting funds may be employed by the
Polish Government for productive purposes specified in consul-
tation between the Government and the Adviser.

The proceeds of the loan falling under (f) above, will be
employed to provide credit facilities to State enterprises and for
agricultural purposes, of a character permanently useful in the
economic development of the Republic, in accordance with prin-
ciples and rules agreed upon between the Government and the
Bank of Poland and the Adviser. The Government and the
Bank and the Adviser will proceed promptly to determine the
principles and rules in accordance with which the credit facili-
ties are to be made available, so as to permit the prompt utiliza-
tion of the moneys, which should be before the end of the
current year. '

The proceeds of the loan applicable to credit facilities and
productive purposes, as contemplated by the two preceding
paragraphs, will be evidenced by notes, bills, bonds, mortgages
and other evidences of indebtedness which will constitute a
special portfolio which will be independently administered on
behalf of the Government by the Bank of Poland as a revolv-
ing fund, and in a manner consistent with the provisions and
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intent of the Plan. If, however, all or any part of such
revolving fund is no longer required for the purposes for which
it has been created, the Government may employ it to reduce
the outstanding Bonds of the External Loan.

3.—Security and supervision thereof

The Loan contract will provide for the assignment of the
customs revenues as security for the service of the loan.
Assigned revenues will in the first instance be paid into a

- special account of the Fiscal Agents with the Bank of Poland
subject to disposition and release by the representative of the
Fiscal Agents who, in the first instance, will be the Adviser.

A TrUE AND ExacT TRANSLATION
Warsaw this 17 of November 1927
[Seal] Register No. 5468
E. StoczyNsk1
Sworn Translator
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8. DECREE OF OCTOBER 13, 1927, establishing
the gold standard. (Translation.)

] Fron‘ythe Polish official Journal of Laws of the 13th of
October 1927, Nr. 88, par. 790.

DECREE OF THE PRESIDENT OF THE REPUBLIC
dated October 13th, 1927,
relating to stabilization of Zloty.

According to the article 44 par. 6 of the Constitution, and
according to the Law of August 2nd 1926, granting to the
President of the Republic authority to issue decrees having the
force of law (Journal of Laws of the Republic of Poland
Nr. 78, par. 443), I hereby decree as follows.

Art. 1. The currency of the Republic of Poland is on gold
basis. The standard of value of the Polish currency is
zloty (zl.). The zloty is divisable into 100 grosz (gr.).

Art, 2, 5924,44 zloty is coined out of one kilogram of pure
gold.

Art. 3. Gold coins minted in conformity with this decree and
notes of the Bank of Poland are the only legal tender, having
the force to discharge obligations by payment, without limita-
tion of their amount, unless under regulations in force such
payment is provided for in another manner.

Art. 4. The issue of gold coins is unlimited.

Art. 5. The minting of gold coins is performed for account
of the State Treasury, and for account of private persons, who
might wish to hand over a quantity of gold for that purpose,
containing not less than 100 grams of pure gold.

Art. 6. In addition to the gold coins there shall be minted
and issued on the account of the State Treasury coins of other
metals, according to the rules, to be established in a special
decree. ’

The total issue of such coins, including in such issue the cash
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reserve of the State Treasury consisting in such ins, cannot
exceed 320.000.000 zloty, unless pursuant to a special agree-
ment with the Bank of Poland.

Art. 7. The Minister of Finance is charged with the execu-
tion of the present decree.

Art. 8. The present decree comes into force from the date
of its promulgation. At the same time, in the mattirs dealt
with by the present decree, are annulled: the proviions of the
decree of the President of the Republic, respecting the mone-
tary system (Journal of Laws of the Republic from the year
11924, Nr. 37 par. 401.), of the Law of June 23rd 1925,

" respecting changes in the decree of the President of the Repub-
lic, dated April 23rd 1924 respecting the monetary. system
(Journal of Laws Nr. 67 par. 466) and the decree of the Presi-
dent of the Republic of October 22nd 1926, concerning the
regulation of the monetary system (Journal of Laws Nr. 106

par. 610).

President of the Republic: I. Moscicki.

President of the Council of Ministers and Minister of War:
J. Pilsudski.

Minister K. Bartel.

Minister of the Interior : Slawoy-Skladkowski.

Minister for Foreign Affairs: August Zaleski.

Minister of Finance: G. Czechowicz.

Minister of Justice: A. Meysztowicz.

Minister of Education apd Cults : Dr. Dobrucki.

Minister of Agriculture and State Domains : K. Niezabytowski.

Minister of Commerce and Industry: E. Kwiatkowski.

Minister of Railways : Romocki.

Minister of Public Works : Moraczewski.

Minister of Labour and Social Welfare: Dr. Jurkiewicz.

Minister of Agrarian Reforms: Witold Staniewicz.

Minister of Posts and Telegraphs : Boguslaw Miedzinski.

A true and exact translation. Warsaw this 14 of October
1927. Register Nr. 4938. (-) E. Staczynski, Sworn Trans-
lator. L.S.

[Seal]
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9. LOAN AGREEMENT BETWEEN THE RE-
PUBLIC OF POLAND AND THE FISCAL
AGENTS FOR THE LOAN, providing for the
creation, issue and security of Stabilization
Bonds.

LoAN AGREEMENT dated the 15 day of October 1927,
between the Government of the RepusLic oF PoLawnD, acting
through its Minister of Finance, hereinafter called the “ Re-
public ”, and Bankers Trust Company and The Chase National
Bank of the City of New York, hereinafter called the * Fiscal
Agents ”,

PRELIMINARY.

The Republic makes the following declarations and agree-
ments :

(a) In virtue of all the powers it hereunto enabling, the
Government of the Republic of Poland has determined to con-
tract a loan, as hereinafter described, for the purpose, among
other things, of providing the Republic with funds requisite
to enable it to carry out a comprehensive Plan of Stabilization
whereof a copy is annexed hereto as Exhibit A.* The Republic
has adopted such Plan and undertakes to carry the same into
effect as an entirety.

(5) The Republic has issued, or will forthwith issue, decrees
having the force of law, or regulations, or bring about the
enactment of the laws, necessary to give legal effect to those
specific measures contemplated by the Plan to be taken upon its
coming into, operation.

(¢) The Minister of Finance, by virtue of Decree of the
President of the Repubic dated October 13, 1927, such decree
being made by virtue of powers conferred under the law of

* Exhibit A appears herein as document Number 1 and is not reprinted
as part of the Loan Agreement
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August 2, 1926, is duly authorized to conclude and to carry out
this contract for the creation and issue of Bonds and the
creation of security therefor, all as hereinafter provided, and
to sell such Bonds.

CHAPTER FIRST.
THE BONDS.

Article one—The Bonds covered by this Agreement and
entitled to the benefit hereof constitute the Stabilization Loan
of 1927. The Bonds shall be dated October 15, 1927, shall
mature October 15, 1947, and shall bear interest at the rate of
7% per annum, payable semi-annually -at the close of each six
months’ period, on each fifteenth day of April and of October.

Article two—The aggregate principal amount of Bonds
shall be and not exceed (except as Bonds may be issued pur-
suant to Article fifteen of this Chapter) Sixty two million dol-
lars ($62,000,000) of the United States of America (which
shall be known as “ Republic of Poland, 7% External Sinking
Fund Gold Bonds, Stabilization Loan, 1927’) and Two million
English pounds sterling (£2,000,000) (which shall be known
as “Republic of Poland 7% Stabilization Bonds, 1927 ).
The word “ Bonds ™ in this Agreement includes both dollar
and sterling Bonds except where the context indicates
otherwise.

Article three.—In the case of dollar Bonds, all payments of
principal, interest and premium, including principal and
premium of Bonds called by the Sinking Fund, shall be made in
gold coin of the United States of America of or equal to the
standard of weight and fineness existing October 15, 1927, or
at the option of the bearer or registered owner of the Bonds
and/or bearer of the coupons in English pounds sterling at the
rate of $4.8665 per pound sterling, or in Swiss francs of the
gold standard of weight and fineness existing on such date at
the rate of 5.183 Swiss francs per dollar, or in Dutch florins
of the gold standard of weight and fineness existing on such
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date at the rate of 2.488 florins per dollar, or in Swedish
kronor of the gold standard of weight and fineness existing on
such date at the rate of 3.731 kronor per dollar or shall be col-
lectible at the option of the bearer or registered owner of the
Bonds or bearer of the coupons in French francs at the buying
rate for sight exchange on New York of the associate Fiscal
Agent in France on the date of presentation for collection.

In the case of sterling Bonds such payments shall be made in
English pounds sterling or at the option of the bearer in dollars
of the United States of America of or equal to the gold
standard of weight and fineness existing October 15, 1927, at
the fixed rate of $4.86 per pound sterling.

Such payments if in dollars shall be made at the offices of the
Fiscal Agents in the United States of America or if in ster-
ling, at the office of Lazard Brothers & Co., Ltd., as the asso-
ciate Fiscal Agent in Great Briatin, or its successor, or if in
French francs, shall be collected at the office of Banque de
Paris et des Pays Bas as the associate Fiscal Agent in France,
or its successor, or if in Swiss francs or Dutch florins or
Swedish kronor, shall be made at such offices in Switzerland,
The Netherlands or Sweden respectively as the Fiscal Agents
may designate as hereinafter provided.

If, however, five years after all of the Bonds shall have been
called or matured and moneys provided by the Republic for the
payment thereof, there still remain in the control of the Fiscal
Agents moneys in respect of Bonds or coupons not presented
for payment, such moneys shall thereupon, at the request of the
Republic, be returned to the. Republic, and the holders of the
outstanding Bonds and coupons shall thereupon be entitled to
receive payment only at the office of the Treasury of the
Republic at Warsaw.

Article four—Principal, interest, Sinking Fund and pre-
mium shall be paid by the Republic, in so far as it is concerned,
in time of war as well as in time of peace, irrespective of the
nationality or residence of the bondholder or coupon holder and
whether or not the bondholder or coupon holder is a citizen of
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a friendly or a hostile state, and without requiring any declara-
tion as to the citizenship or residence of such holder, or as to
the length of time such holder has been in possession of such
Bond or coupon; and free of all taxes or imposts of whatsoever
nature, now or hereafter levied by or within the Republic.

Article frve—For the amortization of the Bonds the Repub-
lic will provide a Sinking Fund\as provided in Chapter Fourth
hereof.

. Article six—The definitive dollar Bonds shall be in denom-
inations of $1,000, $500 and $100 and the sterling Bonds shall
be in denominations of £500 and £100. Dollar Bonds of the
denomination of either $1,000 or $500 shall be exchangeable
for an equal aggregate principal amount of dollar Bonds of the
other denomination. Dollar Bonds of the denomination of
$100 may be exchanged for an equal aggregate principal
amount of dollar Bonds of the denomination of $1,000 or
$500 but Bonds of the denomination of $1,000 or $500 may not
be exchanged for Bonds of $100 denomination. All exchanges
of denominations of Bonds shall be made in accordance with
such reasonable regulations as the Fiscal Agents may prescribe
upon payment by the bearer or registered owner of a reasonable
fee fixed by the Fiscal Agents to cover the cost of the exchange.
The sterling Bond shall not be interchangeable.

Article seven—The definitive Bonds shall be bearer Bonds
with coupons representing each semi-annual interest payment
falling due between the date of issue and date of maturity
(both dates inclusive). The dollar Bonds shall be registerable,
as to principal only, by such financial institution or institutions
as the Fiscal Agents may from time to time designate, as
Registrars, at which the Republic shall cause to be maintained
books for the registration and transfer of the Bonds. The fees
of the Registrars shall be borne by the Republic.

The sterling Bonds shall not be registerable.

Article eight—Every dollar Bond shall be transferable by
delivery, unless registered as to principal in the name of the
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owner upon the registration books. After such registration, no
transfer shall be valid unless made on said books by the regis-
tered owner, or by duly authorized attorney, and similarly
noted on the Bond. But any dollar Bonds may be discharged
from registration by being in like manner transferred to bearer,
and thereupon shall become transferable by delivery; and such
dollar Bonds may again, from time to time, be registered or
transferred to bearer as before. Such registration shall not
affect the negotiability of the coupons, and every coupon shall
always continue to be transferable by delivery, and shall remain
payable to bearer, and payment thereof to bearer shall fully
discharge the Republic and the Fiscal Agents in respect of the
interest therein mentioned, whether the Bonds to which such
coupons appertain be registered or not.

The sterling Bonds and the coupons thereto annexed shail
pass by delivery.

Article nine.—As to every dollar Bond registered as to prin-
cipal, the person in whose name the same is registered shall for
all purposes, except the payment of interest represented by the
coupons, be deemed the owner thereof, and payment of or on
account of the principal shall be made only to or upon the order
of such registered owner.

Article ten—The Republic and its Agents may treat the
bearer of any Bond not registered, and the bearer of any
coupon for interest on any Bond, whether such Bond be regis-
tered or not, as the absolute owner of such Bond or of such
coupon for the purposes of receiving payment thereof and for
all other purposes mentioned in this Agreement, any notice to
the contrary notwithstanding.

Article eleven.—The text of the Bonds and coupons shall be
in English and the form and text shall be satisfactory to the
Fiscal Agents and in conformity with the requirements of the
New York Stock Exchange and of any other exchanges where
the Bonds are to be listed. The Bonds shall contain a pro-
vision whereby the Republic certifies and declares that all acts,
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conditions and things required to be done and performed and to
have happened precedent to and in the creation and issue of the
Bonds, have been done and performed and have happened in
due and strict compliance with the Constitution and laws of the
Republic of Poland.

Article twelve—Pending the engraving and execution of
definitive Bonds, the Republic shall execute and deliver one or
more temporary printed Bonds, in such denominations and cur-

_rencies as the Fiscal Agents may request, and substantially of
the tenor of the Bonds herein described, but without coupons
or with not more than two coupons, and with such appropriate
variations from the form of definitive Bonds as the Fiscal
Agents may approve. Subject to such regulations as the Fiscal
Agents with the concurrence of the Republic, may prescribe,
temporary Bonds shall be exchangeable without cost to the
holder, for the same aggregate amount of other temporary
Bonds without coupons or with not more than two coupons, or
of definitive Bonds. The Republic will cause such other tem-
porary Bonds and the definitive Bonds to be prepared, executed
and delivered free of charge to the Fiscal Agents or at such
place or places as they may request as promptly as possible for
the purpose of making such exchanges. The Fiscal Agents
shall have charge, on behalf of the Republic, of all matters in
regard to the preparation of the temporary and definitive
Bonds.

Article thirteen.—The definitive dollar Bonds shall be signed
by the Minister of the Republic at Washington, D. C., or any
other duly authorized representative of the Republic. The
definitive sterling Bonds shall be signed by the Minister of the
Republic at London, or any other duly authorized representa-
tive of the Republic. In addition to such signature, the defini-
tive Bonds shall bear the facsimile signature of the Minister of
Finance of the Republic and facsimile signature on behalf of
the Commission of Control of the Public Debt, and shall be
sealed with the Seal of the Republic or of one of its Embassies
or Legations. The coupons on the definitive Bonds shall like-
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wise bear the facsimile signature of the Minister of Finance of
the Republic. The coupons, if any, on the temporary Bonds
shall bear the facsimile or manual signature of the person who
signs such temporary Bonds.

The temporary Bonds shall be signed by the Minister of
Finance or some other duly authorized representative of the
Republic, shall bear facsimile signature on behalf of the Com-
mission of Control of the Public Debt and shall be sealed
with the Seal of the Republic or of one of its Embassies or
Legations.

The Republic hereby authorizes the Fiscal Agents to issue
or cause to be issued Interim Receipts for the dollar Bonds and
‘the associate Fiscal Agent in Great Britain to issue Scrip
Certificates for the sterling Bonds,

Article fourteen—The temporary and definitive Bonds shall
be registered or countersigned (for identification) by the Fiscal
Agents, or one of them, or some responsible financial institu-
tion selected by them, and of whose selection the Republic shall
be notified. Such registration or countersignature shall be con-
clusive evidence, and the only evidence, that the Bonds have
been duly issued hereunder. All expenses of registration or
countersignature shall be paid by the Republic.

Article fifteen—In case any Bond or coupon shall be muti-
lated, stamped, destroyed, lost or stolen, the Republic shall
execute and issue and the Fiscal Agents, or the associate Fiscal
Agent in Great Britain with respect to the sterling Bonds, shall
cause to be registered or countersigned and delivered, a new
Bond or coupon of like tenor and denomination, and which may
in the discretion of the Fiscal Agents, or the associate Fiscal
Agent in Great Britain with respect to the sterling Bonds, bear
the same serial number (except that in case stamped dollar
Bonds or coupons not otherwise mutilated are surrendered in
exchange for dollar Bonds or coupons not stamped, the new
Bond or coupon shall bear a different serial number) in
exchange for and upon surrender and cancellation of such
mutilated or stamped Bond (with its coupons, if any), or
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coupon, or in lieu of and substitution for the Bond (with its
coupons, if any), or coupon, so destroyed, lost or stolen. The
applicant for such substituted Bond or coupon shall furnish
evidence of the destruction, loss or theft of the Bond (with
its coupons, if any), or coupon so destroyed, lost or stolen, and
indemnity. The evidence and the indemnity shall be satisfac-
tory to the Fiscal Agents, or to the associate Fiscal Agent in
Great Britain, with respect to the sterling Bonds, and to the
Republic acting through its diplomatic representative at Wash-
-ington, or at London, with respect to the sterling Bonds. The
applicant for the Bond or coupon to be given in exchange or
substitution shall pay the cost of preparation and issue thereof.

Article sixteen—Any notices to bearers or registered owners
of Bonds or bearers of coupons for which provision is not
specifically made in this Agreement may be given in the manmer
provided for redemption of Bonds through the Sinking Fund
pursuant to Article three of Chapter Fourth hereof, or in such
other manner as the Fiscal Agents in their discretion may
approve.

CHAPTER SECOND.

APPLICATION OF PROCEEDS.

Article one—The Republic agrees that the net proceeds of
the Loan shall be applied as and only as specified in Part IV of
the annexed Plan. It is recognized, however, that the figures
therein contained are approximate and indicative only, and the
amounts as therein set forth are subject to modification in detail
as may hereafter be agreed between the Republic and the Fiscal
Agents or the Adviser as their representative.

Article two—If and as the Government (with the concur-
rence of the Adviser, so long as he shall be in office) shall con-
sider that all or any part of the revolving fund contemplated
by Part IV, par. 2 of the annexed Plan is not required for the
purposes for which it has been created, it may be employed to
such extent to the redemption of Bonds under the provisions of
Article five of Chapter Fourth, or, whether or not Bonds be

63



then redeemable under such Article, to the purchase of Bonds at
such prices as the Republic may approve and which may be in
excess of the redemption price. Bonds so purchased shall be
cancelled as provided in Article six, Chapter Fourth.

Article three—As provided in the annexed Plan, the net pro-
ceeds of the sale of the Bonds, after deduction of expenses inci-
dent to the issue, etc., will be paid to the Bank of Poland and it
will be arranged between the Republic and the Bank of Poland
that the zloty equivalent will be deposited with the Bank of
Poland in a special account, subject to being released to the
Republic, without undue delay, as to principal, only for pur-
poses authorized as hereinabove provided. Any drafts against
such special account will require the written or cabled authori-
zation or countersignature of the Adviser named in the Plan,
as representative of the Fiscal Agents.

CuarTer THIRD.
SECURITY.

Article one—The Bonds and the coupons thereto attached
shall constitute the direct obligation of the Republic which
pledges its full faith and credit for the due and punctual pay-
ment of principal, premium, interest and Sinking Fund and any
other amounts required for the service of the Loan, and for the
due performance by the Republic of all of its obligations as set
forth herein and in the Bonds and coupons.

Article two.—As specific security for the Bonds and coupons
and for the performance of all said obligations, the Republic
hereby assigns to the Fiscal Agents for the service of the Bonds
and such obligations, all gross revenues and income of what-
ever character received by or on account of the Republic from
duties, imposts, taxes and charges of whatever character
imposed by it or by its authority or for its account upon or in
respect of importations and exportations (the latter so long as
export duties are maintained), and including any customs rev-
enues such as those of the Free City of Dantzig in which the
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Republic has or may hereafter have any interest, and the
Republic hereby creates a first charge and lien on all such
revenues to secure the indebtedness evidenced by the Bonds
and coupons and this Agreement.

Article three—The Republic undertakes that it will through-
out the life of the Bonds maintain taxes, imposts, duties, and
charges so that the assigned revenues under the preceding
Article shall at all times be sufficient to meet the service of the
Loan and all obligations of the Republic hereunder and that the
- taxes, imposts, duties and charges, the revenues and income in
respect of which are assigned, shall be payable only in legal cur-
rency of the Republic and not in Bonds, warrants, scrip, cou-
pons or other like obligations of the Republic. The Fiscal
Agents, through their representative in Poland, shall be fur-
nished by the Government with information in such detail as
they may reasonably require with reference to assigned rev-
enues and the estimated effect of any proposed alterations of
duties, imposts, taxes or charges which produce them.

Article four—The assigned revenues shall forthwith upon
their receipt by or on account of the Republic be deposited with
the Bank of Poland in a special account known as “Account of
the Fiscal Agents of the External Loan 1927 ”.* Such account,
except as herein expressly provided, can be drawn against only
by the Fiscal Agents or their representative in Poland and for
the purposes provided in this Agreement. At the end of each
month, or earlier if the amount in such account earlier equals
one-sixth of the current semi-annual service charge of the
Loan, as specified in Chapter Fourth, the Fiscal Agents, acting
through their authorized representative in Poland, as herein-
after mentioned, shall transfer the amount in such account, up
to such one-sixth, to accounts of the Fiscal Agents outside of
Poland, after first converting the same into one or more of the
stabilized currencies of the Bonds. In the event, however, that
the Republic shall in any month have anticipated such transfer
by payment to the Fiscal Agents out of other funds or assigned

*In his first report the Adviser describes the p d d d to carry
out this provision. See supra, pp. 191, 192.
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revenues released to it, the Republic shall be credited therewith
and the transfers hereunder reduced accordingly.

So long as the Republic shall not be in default hereunder,
and subject to the provisions of Article six of this Chapter, as
soon as the representative in Poland of the Fiscal Agents shall
have transferred to the Fiscal Agents in any month the amount
specified above, together with an amount equal to any deficits
of preceding months, and the Fiscal Agents, directly or through
their representative, shall have acknowledged to the Bank of
Poland that they have received such sums as contemplated
hereby (which they shall do without delay), then all additional
and further funds which in such month shall be paid into the
“Account of the Fiscal Agents of the External Loan 1927 "
may be drawn freely against by the Republic.

The deposit of the assigned revenues into such account shall
commence November 1, 1927, and there shall be deposited in
such account on or before November 30, 1927, the full amount
necessary to constitute the first payment of one-sixth of the
current semi-annual service charge.

Article five—The Fiscal Agents will at all times maintain a
representative in Warsaw satisfactory to them, with authority
to transfer assigned revenues for account of the Fiscal Agents
in accordance with the provisions and intent of the Agreement.
Any representative so appointed may be removed and a substi-
tute appointed by the Fiscal Agents, and the Fiscal Agents, in
so far as feasible, will maintain as their representative a person
or institution which is persona grata to the Republic.

As their representative, the Fiscal Agents hereby appoint
with full authority as aforesaid the person who is the Adviser
under the attached Plan of Stabilization. Upon the termina-
tion of the functions of the Adviser, the Fiscal Agents will
appoint the Bank of Poland as their representative.

Aprticle six—In accordance with the information which has
been furnished by the Republic, the assigned revenues are, and

for three years last past have been of an average annual aggre-
gate amount equal to not less than four times the maximum
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annual service charge of the Loan. In the event that, in any
month, it proves to be the fact that the assigned revenues paid
into the account of the Fiscal Agents during the preceding
twelve months shall have been less than twice the current annual
service charge of the Loan, on the basis of the value of the zloty
at the time of calculation, then the assigned revenues in lieu of
being released to the Republic as contemplated by Article four
above, shall be retained in the account of the Fiscal Agents and
subject to transfer only at their direction for the purposes of
- the Loan service until there has been created a special surplus
in the account of the Fiscal Agents equal to the maximum
annual service charge, and assigned revenues will be released to
the Republic as contemplated in said Article four only subject
to the creation and maintenance of such surplus; provided,
however, that whenever the assigned revenues for the twelve
preceding months shall again amount to three times the current
annual service charge, then any such special surplus shall forth-
with be released to the Republic and the régime contemplated
by Article four hereof shall be restored. Assigned revenues
for the purpose of this Article six shall be deemed to be duties,
charges, imposts and taxes on imports and exports as provided
by Article two and also any other distinctive sources of rev-
enues of the Republic which the Republic may, at its option,
irrevocably, for the life of the Bonds, assign and charge for the
service of the Loan in the same manner as the Customs rev-
enues are assigned and charged as provided by Article two of
this Chapter and which the Fiscal Agents may accept, which
they are authorized to do without thereby assuming any liability
or responsibility to the bondholders.*

Article seven.—In the event of any failure on the part of the
Republic to pay the interest, Sinking Fund, principal or
premium of the Bonds as contemplated thereby and hereby or
to comply with any other covenant herein contained for the
benefit of the Bonds, and if such failure or default shall have
existed for a period of six (6) months, the entire principal
amount of the Bonds at the time outstanding together with the
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premium thereon may be declared and shall become due by
election of the holders of at least Twenty-five per cent in
amount of the outstanding Bonds, such election to be evidenced
by declaration communicated to the Fiscal Agents and by them
to the Republic.

CueAPTER FOURTH.
SERVICE OF BONDS.

Article one—The amount required for the semi-annual
service of the Bonds to be issued hereunder, exclusive of the
amounts payable by the Republic to the Fiscal Agents for their
compensation, shall consist of semi-annual service payments
comprising :

(A) The semi-annual Sinking Fund payment which for
each six months’ period

Between October 15, 1927 and October 15, 1931 shall be
2% of 103% of the maximum principal amount of the Bonds;

Between October 15, 1931 and October 15, 1935 shall be
2%, % of 103% of the maximum principal amount of the
Bonds;

Between October 15, 1935 and October 15, 1939 shall be
2%% of 103% of the maximum principal amount of the
Bonds;

Between October 15, 1939 and October 15, 1943 shall be
234% of 103% of the maximum principal amount of the
Bonds, and

Between October 15, 1943 and October 15, 1947 shall be 3%
of 103% of the maximum principal amount of the Bonds.

(B) The semi-annual interest instalment, consisting of an
amount equal to six months’ interest on all Bonds not redeemed
or otherwise retired prior to the next succeeding semi-annual
interest date,

Such semi-annual Sinking Fund instalments are calculated
to retire the entire issue of the Bonds not later than maturity.
Whenever reference is herein made to the current annual
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service payment or charge it shall be deemed to be twice the
current semi-annual service payment as above.

Article two.—From the revenues specifically assigned as
security for the Bonds, and/or from its other resources or
funds, the Republic shall place in the hands of the Fiscal
Agents on or before the end of each calendar month, an amount
equal to at least one-sixth of the current semi-annual service
payment, and on or before 45 days prior to each interest date
an amount which with other amounts held by the Fiscal Agents

“shall be equal to such current semi-annual service payment.

For the purposes of this Agreement service payments to be
made during March and April and during September and Octo-
ber shall be calculated as though to be made within the balance
of the six months’ period ending September 1 and March 1,
respectively.

Article three—The semi-annual service payment shall be
applied to the amortization of the Loan as follows:

Whenever, in each semi-annual period, the Fiscal Agents
shall have received and set aside for interest an amount equal
to the next semi-annual interest instalment on all Bonds then
outstanding, further sums received prior to 45 days before the
next interest date shall be applied by the Fiscal Agents, to pur-
chase Bonds for the Sinking Fund, if obtainable at not more
than the redemption price and accrued interest. Bonds so
acquired shall be redeemed or retired for the Sinking Fund as
of the interest date first succeeding their acquisition. The
amount of accrued interest on Bonds so purchased may be paid
out of the current interest fund held by the Fiscal Agents as
aforesaid.

The difference, if any, between the principal cost of Bonds
so purchased and the redemption price, and the difference
between accrued interest thereon and the six months’ interest
shall be credited to the next semi-annual Sinking Fund
payment.

Any cash balance of the current semi-annual Sinking Fund
payment held by the Fiscal Agents 45 days prior to the interest
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date, and constituting an excess over the current semi-annual
interest instalment (and excluding moneys to be credited as
aforesaid to the next semi-annual Sinking Fund payment) shall
be applied to the redemption, at 103% of their principal
amount, of Bonds called by lot as follows:

Not more than 45 days and not less than 35 days prior to
each interest date the Fiscal Agents shall call Bonds at the
redemption price in an amount sufficient to exhaust, as nearly as
may be practicable, the cash held by them as representing the
semi-annual Sinking Fund payment (and provided such cash
amounts to at least $51,500). Bonds shall be drawn in the
following manner :

The particular Bonds to be redeemed shall be determined by
lot by drawings conducted by the Fiscal Agents (and/or, in the
case of sterling Bonds, by the associate Fiscal Agent in Great
Britain) not later than 35 days preceding such next interest
date. A representative of the Republic may be present at such
drawings, if the Republic so requests. Notice of the dollar
Bonds so drawn for redemption shall be published, at least two
times in one or more newspapers of general circulation in the
City of New York and such other cities, if any, as may be
selected by the Fiscal Agents and notice of the sterling Bonds
so drawn for redemption shall be published at least once in one
or more newspapers of general circulation in the City of Lon-
don and such other cities, if any, as the Fiscal Agents may
determine. The first publication shall be made at least 30 days
immediately preceding the next interest date. Such notice shall
state the distinctive numbers of the Bonds to be redeemed
(unless all outstanding Bonds are to be redeemed), the date
of redemption, which shall be the next interest date, and the
places for surrender and payment. In the case of registered
Bonds so drawn, notice may be mailed to the registered owner.
On or after such date and at one of the places so specified in
the notice, the holder of each Bond so called for redemption
may surrender the same, with all coupons maturing after such
date. Upon such surrender, there shall be paid to the holder of -
such Bond, out of funds provided for that purpose by the

70



Republic, the redemption price of such Bond. Any Bond so
called for redemption and for the payment of which finds shall
have been provided by the Republic, shall cease to bear interest
after such redemption date, and all coupons for subsequent
interest shall be void.

Article four—In lieu of the whole or any part of any Sink-
ing Fund payment, or instalment thereof, the Republic may
deliver Bonds to the Fiscal Agents for cancellation for the
Sinking Fund, such Bonds to bear all coupons maturing after
-the next interest date. Such Bonds shall be credited at the
redemption price and must have been purchased by the Repub-
lic (as certified to the Fiscal Agents) at not more than the
redemption price and accrued interest. Bonds to be credited as
aforesaid can be delivered to the Fiscal Agents not later than
the day preceding the first date on which the Fiscal Agents are
authorized to draw Bonds by lot on account of such Sinking
Fund payment and Bonds so delivered shall be deemed to be
redeemed or retired as of the next interest date.

Article five~—In addition to the amortization of the Loan
through the semi-annual Sinking Fund payments, the Republic
may, at its option, redeem the Bonds on October 15, 1937 or on
any interest date thereafter in whole or in part, by call by lot at
103 per cent of their principal amount. The manner of
redemption and notice thereof shall be as provided by the last
paragraph of Article three of this Chapter. Notice of election
to redeem and funds for redemption under this Article shall be
given to the Fiscal Agents not less than 45 days prior to the
redemption date.

Article six—All Bonds acquired for the Sinking Fund, or
otherwise redeemed, and the coupons thereto appertaining, shall
be cancelled and returned to the Republic, or shall be cremated
and a cremation certificate furnished to the Republic, and no
Bonds shall be issued in lieu thereof.

Article seven—Nothing herein contained shall impose any
obligation on the Fiscal Agents, or on any sub-Fiscal Agents
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or associate Fiscal Agents, to redeem or acquire any Bond or
Bonds or to make any payment with respect to the Bonds or
coupons, except out of funds previously received from the
Republic for such purposes.

CHAPTER F1FTH.
THE FISCAL AGENTS.

Article one.—The Republic hereby appoints Bankers Trust
Company and The Chase National Bank of the City of New
York and their respective successors by merger or consolidation
or which shall take over their respective businesses as an
entirety, the Fiscal Agents of the Republic for all purposes
relating to the Bonds and the service of the Loan represented
thereby; and said institutions hereby accept such Fiscal Agency,
subject to the provisions of this Agreement. Such appoint-
ment, unless sooner terminated as hereinafter provided, will
continue until all of the Bonds have been paid or until moneys
provided for payment become returnable to the Republic as
contemplated by Article three, Chapter First.

Article two.—The Fiscal Agents may appoint one or more
sub-Fiscal Agents or associate Fiscal Agents in the United
States of America or in Europe, approved by the Republic, as
paying agents for the principal and interest of the Bonds and
with whom the Fiscal Agents may deposit funds of the Repub-
lic designated for the payment of principal or of interest on the
Bonds and whose names may appear on the Bonds and coupons.
‘The Republic shall not, however, itself have to treat with other
than the Fiscal Agents with respect to the service of the Loan.

Article three—The Fiscal Agents may make such arrange-
ments as under current banking practice are appropriate for
the interchange of funds and in general for facilitating the
payment of Bonds and coupons at the different places where
they may be presented for payment or collection. The Republic
shall be credited or debited as the case may be with any net
profit or net loss or cost which may result from the conversion
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of moneys from one currency into another of the currencies
named in the Bonds in connection with the remittance or
exchange of funds necessary for service payments. In making
such conversions the Fiscal Agents will exercise their best judg-
ment on behalf of the Republic.

Article four.—Any sub-Fiscal Agent or associate Fiscal
Agent may be removed by the Fiscal Agents, who may appoint
successors in the same manner as contemplated by Article two
of this chapter.

Article five—The Fiscal Agent shall not be deemed, by vir-
tue of this Agreement, to be trustees- for, nor agents of, the
bondholders. They shall not be under any duty to the bond-
holders to make any request of the Republic, or to take any
action on behalf of the bondholders with respect to the obliga-
tions or covenants of the Republic under this Agreement, but
may do so and act for and represent the bondholders if they so
determine.

Article six—The Fiscal Agents will be indemnified by the
‘Republic for all losses and expense incurred by them, directly
or on behalf of the sub-Fiscal Agents or associate Fiscal
Agents, on account of any claims or proceedings brought on
behalf of any bondholder or person claiming to be a bond-
holder, provided such loss or expense is not due to any failure
to exercise in good faith their duties under this Agreement.

Article seven—Fach of the Fiscal Agents and the sub-Fiscal
Agents and associate Fiscal Agents and their representatives,
shall be answerable to the Republic or to the bondholders only
for its own individual failure to exercise good faith or for
failure to exercise reasonable care.

Article eight —The Fiscal Agents, or either of them, may at
any time resign by giving notice of such intention to the Re-
public, specifying the date on which such resignation shall
become effective, provided that such notice shall not be less
than 90 days, unless the Republic agrees to accept less notice.
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In the event of the resignation of a Fiscal Agent such Fiscal
Agent will put at the disposition of the remaining or successor
Fiscal Agent all such information and accounting as to the
service of the Loan as will permit the service to proceed with-
out interruption. The Republic shall at all times maintain at
least one Fiscal Agent to attend to the service of the Loan
which shall be a responsible financial institution of New York
City.

Article nine—The Fiscal Agents or the sub-Fiscal Agents
or associate Fiscal Agents shall not incur any liability whatso-
ever to the Republic or to the bondholders or to anyone else, in
acting in reliance upon any Bond, coupon or other instrument
which appears to them to be genuine, provided they show that
they so acted in good faith.

Article ten.—The Fiscal Agents and the sub-Fiscal Agents
or associate Fiscal Agents may purchase or otherwise deal in
any of the Bonds, with the same rights as though not acting as
such. A

Article eleven—All moneys received by the Fiscal Agents
for the service of the Loan may be held until paid out in accord-
ance with the terms of this Agreement, as a general deposit.

CHAPTER SIXTH.
MISCELLANEOUS PROVISIONS.

Article one—Any notice, request or instruction or order
which may be required or permitted to be given hereunder by
one party to another shall be deemed sufficient (unless herein
otherwise expressly provided), if given as follows:

(A) If from the Fiscal Agents to the Republic, by the
President or a Vice-President of one of the Fiscal Agents,
by a writing delivered to the Polish Legation at Washing-
ton, D. C, or by writing or cable confirmed in writing
addressed to the Minister of Finance, Warsaw, Poland

(B) If from the Republic to the Fiscal Agents, by
delivery at the office of the Fiscal Agents or either of
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them, in the City of New York, of a writing over the sig-
nature of the Minister of the Republic of Poland at
Woashington, D. C.,, or Consul of Poland at New York
City, or by cable addressed to the Fiscal Agents or one of
them at its office in the City of New York by the Minister
of Finance of the Republic of Poland and confirmed in
writing delivered through the Legation of the Republic of
Poland at Washington, D. C.

(C) If from the representative at Warsaw of the
Fiscal Agents, or an associate Fiscal Agent or sub-Fiscal
Agent, by a writing or cable signed by them or any of
them, if an individual, or if a corporation or firm, by a
president or vice-president or managing director, or mem-
ber of the firm.

Article two—Any person named or referred to in this
Agreement and entitled to the benefit hereof, may act in reli-
ance on any cable or notice purporting to proceed from a due
authority and reasonably believed by the recipient to be genuine.

Aprticle three.—In case the Republic should be unable to make
the payments herein contemplated in New York City, or in
England, Switzerland, The Netherlands or Sweden, or if the
payments cannot be collected in France, on account of a state
of war or otherwise, the Republic shall deposit all such pay-
ments in a bank designated by the Fiscal Agents and approved
by the Republic, in any neutral country.

Article four—Provision will be made by the Republic to list
and maintain the listing of the Bonds upon the New York
Stock Exchange and the exchanges in other countries where
the Bonds may have been publicly offered, if and so long as
such listings are, in the judgment of the Republic and the Fiscal
Agents warranted in the interest of the bondholders in such
countries respectively. The Republic shall pay the reasonable
expenses of such listing and maintenance thereof, including the
stamps, taxes, listing fees, etc. )

Article five—In compliance with any reasonable request
made by the Fiscal Agents at any time, the Republic will fur-
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nish them with all information in regard to its revenues,
expenses, financial affairs and general condition, in so far as
the same is relevant to the external obligations of the Republic
evidenced hereby or by the Bonds.

Article six—The rights and obligations under this Agree-
ment shall inure to the benefit of and be binding on the Repub-
lic on the one hand, and, on the other hand, the Fiscal Agents,
as well as their successors as Fiscal Agents.

IN WITNESS WHEREOF, the Government of the Republic of
Poland has caused this Agreement to be duly executed on its
behalf by Gabrjel Czechowicz, its Minister of Finance, and
Bankers Trust Company and The Chase National Bank of the
City of New York have caused this Agreement to be duly
executed on their behalf by their duly authorized representa-
tives, Mr. Henri Fischer and Mr. Jean Monnet, respectively, in
three counterparts of which the Government of the Republic
of Poland, Bankers Trust Company and The Chase National
Bark of the City of New York will each retain one, all as of
the day and year first above written.

For
THE GOVERNMENT OF THE REPUBLIC OF PoLAND
G. CzecHOWICZ )

[Seal bearing Minister of Finance.
Following Words:
RzeczrospoLITA
Porsra
MINISTERSTWO
SKARrBU.]
For
Bankers Trust CoMPANY
H. FIscHER [L.s.]
: Vice President.
For
Tue Caase NaTioNaL Bank or tBE CITY OF
New York
Jean MoNNET [L.s.]

Attorney in fact.
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oF THE UNITED STATES OF AMERICA
City of Warsaw Republic of Poland

On this fifteenth day of October, 1927, before me personally
came Mr. GasrjeL CzecHowicz, who, being by me duly
sworn, did depose and say: that he resides in the City of War-
saw, Republic of Poland; that he is the Minister of Finance of
said Republic of Poland duly empowered to act for and on
behalf of said Republic, and that he affixed his signature and

CONSULATE GENERAL }
§s.:

"executed and delivered the foregoing instrument by authority

of and pursuant to the laws of the Republic of Poland.

W. A. LEONARD
Consul of the United States of America
[Seal American Consulate General,
Warsaw, Poland.]
Service No. 25525
(no fee)

CoNnSULATE GENERAL
oF THE UNITED STATES OF AMERICA {SS.:
City of Warsaw Republic of Poland §

On the fifteenth day of October, 1927, before me personally
came Mr. Hener FiscHER, who, being by me duly sworn, did
depose and say: that he resides in Paris, France; that he is the
Vice-President of Bankers Trust Company, the Corporation
described in and which executed the foregoing instrument, and
that he affixed his signature and executed and delivered the
foregoing instrument on behalf of and by authority of the
Board of Directors of said Corporation.

W. A. LEONARD
Consul of the United States of America
[Seal American Consulate General,
Warsaw, Poland.]
Service No. 25525A
(no fee)
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oF THE UNITED STATES OF AMERICA
City of Warsaw Republic of Poland

On the fifteenth day of October, 1927, before me personally
came JEAN MoNNET, who, being by me duly sworn, did depose
and say: that he resides in Paris, France; that he is the duly
authorized attorney in fact of The Chase National Bank of the
City of New York, the Corporation described in and which
executed the foregoing instrument, and that he affixed his
signature to and executed and delivered the foregoing instru-
ment on behalf of and by authority of the Board of Directors
of said Corporation.

CoNSULATE GENERAL }
ss.:

W. A. LEONARD
Consul of the United States of America
[Seal American Consulate General,
Warsaw, Poland.]
Service No. 25525B
(no fee)



10. COMMUNICATION FROM THE MINISTER
OF FINANCE relative to the employment of
so much of the proceeds of the Stabilization
Loan as is in excess of the amount contem-

plated by the Stabilization Plan.¥®

Varsovie, le 15 Octobre 1927.
Bankers Trust Company,
- Blair and Co., Inc,,
Chase Securities Corporation.
MEssiEURS,

Etant donné que le net produit de l’empmnt de stabilisation,
1927, pourrait depasser le chiffre d’environ 60 millions de
dollars, mentionné dans le plan de stabilisation, je tiens i vous
dire que I'excedent sera utilisé conformément au plan de stabili-
sation et d’accord avec I’Adviser.

Le Ministre des Finances
De 1a Republique Polonaise :
G. CzecHOwICZ.

Translation of letter dated 15th October, 1927

‘Warsaw.

Bankers Trust Company,
Blair and Co., Inc.,

Chase Securities Corporation.
DEear Sies:

In view of the fact that the net proceeds of the 1927 stabili-
zation loan may exceed the figure of about sixty million dollars
mentioned in the Stabilization Plan, I wish to inform you that
the excess will be used in accordance with the Stabilization Plan
and as agreed with the Adviser.

(Signed) G. Czecrowicz,
Minister of Finance of the Polish Republic.

‘Themmmﬂyphmdmﬂufmdwhdimmbyﬁm
Plan to provide for See Report of Adviser, p. 189.
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11. COMMUNICATION FROM MINISTER OF
FINANCE relative to submission to the Diet
of the two decrees of October 13, 1927, rela-
tive to stabilization.

MINISTER SKARBU
Warsaw, October 22, 1927.
Bankers Trust Company,
Chase Securities Corporation,
. Blair and Co. Inc.,
and their associates,
Care of Messrs. Sullivan & Cromwell,
49 Wall Street,
New York, N. Y.

Re: Stabilization Loan of 1927.

DEAR Sigs,

I have the honor to inform you that the Government will
submit the decrees relative to the Program of Stabilization and
contraction of a foreign loan, relative to revalorizing the Zloty
and relative to amendment of the Bank of Poland statutes, to
the Diet promptly upon the reconvening of the Diet and within
the period provided in art. 44 of the Constitution.

I have the honor to remain, gentlemen

Very truly yours,
G. Czecuowicz
Minister of Finance of Republic of Poland



12. COMMUNICATION FROM THE COMMIS-
SION OF CONTROL OF PUBLIC DEBT
relative to signature of Stabilization Bonds
and formulation of supplementary budget.
(Translation.)

" Marshall of the Senate
of the Republic of Poland. Warsaw, October 25th.1927.

To the Minister of Finance,
Warsaw.—

At the sitting held on the 18th. inst. the Commission of the
Control of the Public Debt have decided the following:
1. To delegate Mr. Osiecki and Mr. Michalski, the two mem-
bers of the Commission to sign the Loan Bonds; :
2. To invite the Government to furnish without delay the Diet
with a supplementary budget bill for the year 1927/28 in
accordance with the program of stabilization promulgated
as an enclosure to the Presidential Decree of 13th. October
1927 (J.L.R.P.Nr.88, Oct.789.)
The Chairman of the Commission
of the Control of Public Debt.
(—) TrAMPCZYNSKI
A true translation:
A. THEBAUD NAGORSKI
De. A. NaGORsK1
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13. EXTRACT FROM THE MINUTES OF THE
SIXTY-FIFTH MEETING of the Council of
the Bank of Poland, of November 5, 1927,
relative to increase of Bank Capital. (Trans-
lation.)

. Pursuant to Art. 4 of the old Statutes, the Council
unanimously voted to increase the stock capital up to
150.000.000 Zloty.

A true copy (signed) Z. KarPINSKI, Secretary of the
Council of the Bank.
A TrUE AND ExacT TRANSLATION
Warsaw this 9 of November 1927
Register No. 5501
E. Staczvnskr
Sworn Translator



14. MINUTES OF EXTRAORDINARY GENERAL
MEETING OF THE SHAREHOLDERS OF
THE BANK OF POLAND, amending the Stat-
utes of the Bank. (Translation.)

Minute
of the Extraordinary General Meeting of the Shareholders
of the Bank of Poland, held on November 5th 1927.

The Chairman of the Bank of Poland Mr. Stanislas Kar-
pinski has opened the sitting at 12 o’clock 20 min. stating that
according to the art 15 of the Statutes of the Bank the notices
of the convocation of an Extraordinary General Meeting of the
Shareholders of the Bank of Poland had been duly published in
Nr. 237 of the “ Monitor Polski ” of October 15th 1927.

Since up to the 3-d inst. inclusively there were declared for
the meeting but 367356 shares, that is 2 number inferior to the
quorum required by art. 21 of the Statutes for the resolution of
the motion concerning the modifications of the Statutes, the
meeting in the first instance i.e. at 9 o’clock A.M. could not be
held, whereas the present meeting, as convened in the second
instance is competent to transact business irrespectively of the
number of shareholders present.

The order of the day comprises the motion of the Council,
concerning the modification of the Bank’s Statutes.

A legally valid resolution in this matter, according to the
art. 23 of the Statutes, can be carried by a majority of 2/3
votes present.

The lists of presence signed on admission show a quorum of
256 shareholders present, representing 362097 shares with the
right of 12625 votes, the required majority being thus 8417
votes.

Mr. Karpinski, President, invited Mr. Edward Szydlowski
to act as Secretary of the Meeting.
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Before proceeding to the deliberations, the Chairman had
expounded to the Meeting the necessity of the proposed modi-
fications of the Statutes, in connection with the Decree of the
President of the Republic of October 13th 1927, relating to
the program of stabilization and the contracting of an external
loan, and thereupon consecutively explained the new wording
of the respective articles of the Statutes. As to the proposed
modification of the art. 75 the Chairman informed the meeting,
that the Council of the Bank, in agreement with the Minister
of Finance, had resolved to withdraw the respective motion, so
that the same is to be struck out of the list of motions of the
Council served on the shareholders (last page but one of the
annex art. 75).

The deliberations on the proposed modifications being
opened, Messrs Waclaw Fajans, Pawel Heilperin, Stephen
Jablonski, Franciszek Karpinski, Antoni Kotlarski, Henryk
Laguna, August Minkowski, Wladyslaw Rawicz-Szczerbo,
Dymitr Szarzynski. Jézef Zaborski and Antoni Rzad took the
word, proposing a more precise wording of the article 262 in
order to avoid any doubt as to the circumstance that the right
of election of the thirteenth member of the Council is to remain
in force only for three years. The chairman explained that the
proposed wording of the first paragraph of the art 263 is to
be conceived precisely in the above meaning which shall be
positively and expressly stated in the minutes of this Meeting.

The Chairman further explained the task of the newly
coopted member of the Council who according to the officially
promulgated program of stabilisation shall fulfil kinds of
duties: to wit: those of a member of the Council and of a
superviser of the application of the loan and of the fulfilment
of the said program of stabilization.

In other matters explanations have been given by the Chair-
man, by the Director General Mieczkowski and by the Director
Zygmunt Karpinski, whereupon the meeting have unanimously
adopted all the modifications of the Statutes, proposed by the
Council in their wording as set forth in the annex, the primi-
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tively proposed modifications of the art. 75 having been
previously cancelled
Finally, the Chairman imparted to the Meeting that under
the program of stabilization the whole new issue of the shares
of the Bank will be taken over by the Treasury of the State at
the rate of 150 for 100 (whereof 100 Zloty to increase the stock
capital and 50 Zloty the reserve fund) it being understood that
the Treasury will in the proper time sell such shares by public
subscription, in the first line to persons being already share-
- holders of the Bank. An agreement in that respect between
the Treasury and the Bank has been already accepted in all its
particulars and will be signed in the next days. The shares of
the II issue as long as they are property of the Treasury, enjoy
no voting rights at the General Meetings.
The sitting was closed at 13 o’clock 40 min.
Chairman : KARPINSKIE
Secretary: SZYDLOWSEL
A true copy
(—) Z. KarpiNsky, Secretary of the Council of the Bank.
A True AND Exact TRANSLATION
Warsaw this 9 of November 1927
Register No. 5506
E. StaczyNskx
Sworn Translator
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15. COMMUNICATION FROM THE BANK OF
POLAND TO THE MINISTER OF FINANCE,
requesting Legislative sanction of amendment
of Bank statutes. (Translation.)

PRESIDENT Warsaw, 5th November 1927.
OF THE BANK OF POLAND.
To the Minister of Finance.

I beg to advise you that an extraordinary general meeting
have to-day passed the amendments of the Statutes of the Bank
as stated in the enclosure with the exception of the projected

- amendment of Art. 75 of which the text remains as heretofore

and I request you—pursuant to Art. 12 of the Statutes—to
submit the said amendments to the legislature for sanction.
(signed) KARrPINSKL
A true copy: (signed) Z. Karrinski, Secretary of the Council
of the Bank.
A true translation:
Dr. A. NAGORSKI.



16. DECREE OF NOVEMBER 5, 1927, ratifying
amendments to the Statutes of the Bank of
Poland. (Translation.)

From the Polish official Journal of Laws of the 5th
November 1927, Nr. 97, par. 856.

DECREE
OF THE PRESIDENT OF THE REPUBLIC
dated November 5, 1927
relating to the ratification of modifications
in the Statutes of the Bank of Poland.

According to the article 44 par. 6 of the Constitution and
according to the Law of August 2nd 1926, granting to the
President of the Republic authority to issue ‘decrees having the
force of law (Journal of Laws of the Republic of Poland
Nr. 78, par. 443), I hereby decree as follows:

Art. 1. In accordance with art. 12 of the Statutes of the
_ Bank of Poland (an enclosure to the decree of the President
of the Republic dated J y 20, 1924—J. L. R. P. Nr. 8,
par. 75—in its new text fixed in the enclosure to the decree of
the President of the Republic dated September 4, 1926—
J. L. R. P. Nr. 92, par. 531) the resolution relating to the modi-
fication of several articles of the Statutes of the Bank of
Poland passed at the extraordinary General Meeting of the
Shareholders of the Bank of Poland held on the 5th November
1927 is hereby ratified. The text of the articles modified is
given in the form of an enclosurg¢ which is an integral part of
the present Decree.

Art. 2. The Minister of Finance is hereby authorized to
publish the Statutes of the Bank of Poland (J.L.R.P. Nr. 8/
1924, par. 75) taking into considerations the modifications

87




introduced by the law dated December 19, 1924 (J.L.R.P.
Nr. 2/1925, par. 15), by the decree of the President of the
Republic dated September 4, 1926 (J.L.R.P. Nr. 92, par. 531)
and by the present Decree.

Art. 3. The increase of the Stock Capital of the Bank of
Poland by 50.000.000 zloty, provided in par. ¢ of the Annex
to Part II of the Program of Stabilization of the Government
of the Republic of Poland (J.L.R.P. Nr. 88, par. 789) and
sanctioned by the Minister of Finance is not subject to stamp
duties.

Art. 4. The Minister of Finance is hereby intrusted with
execution of the present Decree.

Art. 5. The present Decree comes into force as from the
date of its promulgation.

President of the Republic: I. Moscicki.

President of the Council of Ministers and Minister of War:
J. Pilsudski.

Minister : K. Bartel.

Minister of the Interior: Slawoj Skladkowski.

Minister for Foreign Affairs: August Zaleski.

Minister of Finance : G. Czechowicz.

Minister of Justice: A. Meysztowicz.

Minister of Education and Cults : Dr. Dobrucki.

Minister of Agriculture: K. Niezabytowski.

Minister of Commerce and Industry : E. Kwiatkowski.

Minister of Railways : Romocki.

Minister of Public Works : Moraczewski.

Minister of Labour and Social Welfare: Dr. Jurkiewicz.

Minister of Agrarian Reform: Witold Staniewicz.

Minister of Posts and Telegraphs: Boguslaw Miedzinski.

The Enclosure to the Decree of the President of the
Republic dated November 5, 1927 /par. 856/.



TEXT OF THE MODIFIED ARTICLES OF THE
STATUTES OF THE BANK OF POLAND

ArTiCLE 1.

In order to maintain a stable currency as well as to regulate
currency circulation and credits, a limited company is organ-
ized, by virtue of the present statutes under the corporate name

-of “Bank Polski ”, hereinafter called the * Bank ”, with the
privilege granted by the State to issue bank notes.

ArTICIE 4.

The share capital of the Bank amounts to 150,000,000 Zlotys
divided into 1,500,000 shares of 100 Zlotys each.

A further increase of the share capital may be effected on the
basis of a resolution of the General Meeting of Shareholders as
specified in Art. 12,

ARTICLE 5.

The shares of the Bank are nominative. Every nominative
share issued is registered in a shareholders’ register kept by
the Bank showing the name of the holder, place of residence
and profession.

The shares of the Bank must be consecutively numbered and
must bear the Bank’s seal and the signatures: of the Presidént
of the Bank, of the Manager and the Cashier. The signatures
may be facsimiles.

Pursuant to a resolution of the Council of the Bank collec-
tive shares may be given.

The nominative shares may be exchanged, with the consent
of the President of the Bank, for bearer shares, in denomina-
tions of not more than ten shares and the total number of
bearer shares shall not exceed 15% of the stock capital of the
Bank.

The bearer shares may at the request of the bearer be ex-
changed for nominative shares with the consent of the Presi-
dent of the Bank.
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ARTICLE 12,

The competence of the general meeting includes:

(a) The approval of annual statements, balance sheet, profit
and loss account as well as of proposals for the distri-
bution of profits;

(b) The election of members of the Council of the Bank and
of the supervisory committee, of their substitutes and
the fixing of their compensation;

(c) Acting upon all question whatever which may be sub-
mitted by the Council of the Bank;

(d) The increase of stock capital of the Bank;

(e) The making of other amendments to the statutes;

(f) The liquidation of the Bank,

Resolutions relating to increase of stock capital passed at a
general meeting require the approval of the Minister of
Finance.

Resolutions relating to other amendments of the statutes as
well as to the liquidation while the privilege of note issue is
still in force require ratification by the legislature.

ARTICLE 15.

Notice of calls of a general meeting shall be published in the
“ Monitor Polski ”, together with the order of the day, at least
three weeks before the date fixed for the meeting.

In case of emergency a general meeting may be called by the
President of the Bank upon notice published in the “ Monitor
Polski ”” three days before the date fixed for the meeting and
also published in a conspicuous place in at least five Polish
newspapers.

ArTICLE 18.

Any shareholder entitled to take part in a general meeting
(Article 16) and to vote (Article 17) may be represented and
exercise his rights through a proxy.

The holder of less than 25 shares may authonze another
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shareholder to represent him as his proxy and every 25 shares
including those represented by proxy give right to one vote.

Only shareholders entitled to take part in a general meeting
may be proxies of individual shareholders, but no person can
have more than 500 votes including his own.

A shareholder other than an individual may appoint a proxy
who may act whether or not he is himself a shareholder, such
proxy, however, to be named, in writing, in the application for
admittance.

Each shareholder may appoint only one proxy.

Powers of attorney giving right of admittance and to vote
are free from stamp duty. i

The powers of attorney should be in the form of a letter
addressed to the Management of the Bank of Poland and
signed by the shareholder with his full name and surname.

ArTICLE 19.

Powers of attorney entitling the proxy to take part in a
general meeting should be submitted to the head office of the
Bank in Warsaw, not later than seven days before the date
fixed for the meeting in order to be entered upon the list of
persons authorized to vote and to prepare entrance cards indi-
cating the number of votes.

The shareholders receive entrance cards in conformity with
the particulars contained in the stock register. The issue of
entrance cards shall begin a fortnight before the date fixed for
the, meeting and shall be discontinued three days before the
meeting.

In case of a meeting being called in compliance with Article
15, paragraph 2, the issue of entrance cards shall be discon-
tinued only one day before the date for the meeting.

ARTICLE 26A.

By virtue of a resolution of the Council passed at least by 9
members of the Council and the President of the Bank and
approved by the Minister of Finance, the number of the mem-
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bers of the Council may be increased by one such member to be
elected by the Council of the Bank with the same majority for
a period of three years at the most.

The election of the member of the Council chosen by the
Council must be approved by the next ordinary General Meet-
ing of Shareholders. In case of his death, resignation or
inability to act the Council will elect a new member for his
unexpired term.

ArTICLE 34.

The Council of the Bank shall decide upon the number of ¢
signatures and designate the persons to sign obligations, letters
and any documents issued by the Bank.

A list of procuration holders in the branches of the Bank
shall be exhibited in a prominent place in every branch of the
Bank.

ARTICLE 47.

The Bank will be obligated to exchange, on demand, its bank
notes issued for gold coins without limit as to amount.
The Minister of Finance, in conformity with a resolution of
the Council of the Bank, will cause a decree of the cabinet to
be promulgated fixing the date on which the head office of the
Bank will be compelled to commence the exchange of bank
notes for gold, as provided for in the monetary act.
Pending the establishment of a convertibility of bank notes
as contemplated in the section 1 of the above Article, the bank
notes shall be payable at the Bank’s option in:
a) gold coins,
b) gold bars, according to the relation of 5924,44 Zlotys to
1 kg. of fine gold,

¢) foreign gold drafts according to mint parity whereby the
Bank will be entitled to charge a premium equal to for-
warding charges of gold from Warsaw to the locality
where the drafts are payable.

The bank notes shall be payable only at the Head Office of
the Bank at Warsaw, and only in amounts exceeding 20,000
Zlotys.
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ArTICLE 51.

The notes in girculation and the deposits must be covered to
the amount of 40% at least by the following:

a) gold coins and bullion,

b) silver taken at its value in relation to gold but not exceed-

ing 5% of the gold reserve,

¢) foreign moneys,

d) sums due from foreign banks of the highest standing

payable on call or at 30 days notice at the most,

e) cheques payable on demand and drafts on foreign banks

of the highest standing,

f) bills of exchange accepted or endorsed by foreign Banks

of high standing and payable within a period of 90 days.

The securities specified under c.; d., e. and £. ought to be in
foreign currencies convertible into gold.

The Council of the Bank shall determine which foreign cur-
rencies comply with the above conditions.

In calculating the reserve ratio the following items ought to
be deducted :

a) sums derived from loans collateraled by the Bank’s gold,

b) the Bank’s obligations in foreign currencies payable

within a period of 90 days.

The Bank will carry three-fourths of its minimum reserve
requirements, calculated according to the above article, in gold
coin and bullion.

ARTICLE 52.

‘Whenever the Bank’s reserve calculated according to Art. 51
shall fall below 40%, the Bank shall pay to the Treasury a tax
on the excess circulation of notes above the sum covered to the
amount of 40% according to the following scale:—

3% per annum if the reserve falls below 40%
6% « 5% ] “ « “ 37%

10% &« " “« < “« “ “ 34% to 30% inc.

and finally if the reserve ratio falls further below 30% the
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10% tax ought to be increased by 1% for each 1% by which
the reserve ratio falls below 30%.

The tax shall be computed every ten days together with
drawing up of decade balance sheets. .

If the reserve ratio falls below 40% the discount rate of
the Bank must exceed 6% by at least one-third of the rate of
the tax paid to the Treasury.

ARTICLE 53.

Bank notes in circulation not covered by values specified in
Art. 51 should be covered by:

a) Bills of exchange specified in paragraph a. of Art. 55
and other securities,

b) Polish silver coins and bullion reserve which should not
exceed 5% of the total amount of the bank notes issued,

¢) loans secured as specified in Art. 63,

d) interest bearing securities in portfolio of the kind speci-
fied in Art. 55 par. e,

e) amount of advances to the Treasury against a no interest
bearing credit of 50 million zlotys granted to the Treas-
ury for the term of the note issue privilege.

ARTICLE 55.

The scope of the Bank’s activities in addition to issuance of

bank notes (Art. 46-54) comprises:

a) the discounting of bills, warrants, securities called for
redemption and coupons (Art. 58 and 60),

b) the granting of loans, secured as specified in Art. 63,

c) the purchase and sale of gold and silver,

d) the purchase and sale of foreign moneys and bills keeping
accounts abroad and profiting from credits necessary for
this purpose and the Bank is authorized to pledge its bill
portfolio and other securities and re-discount inland or
foreign bills,

e) purchase and sale for its own account of Government
bonds, communal and mortgage obligations providing
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that no more than 10% of the Bank’s own capital is
engaged in such business,

f) acceptance of deposits (Art. 69) and opening of current
accounts,

g) sale of drafts and money orders payable at the Bank’s
own branches,

h) receiving of bills and other documents for collection,

i) receipt of deposits and its custody (Art. 71),

j) transaction of any commission banking business.

ARTICLE 77.

The shares of the Bank and ordin:a.ry dividend and extraor-
dinary dividend are exempt from any tax up to December 31st
1937.

ArTICLE 78.

The Bank should publish in the Monitor Polski:
a) a balance sheet and annual statement of profit and loss
account at least a fortnight before a general meeting,
b) a summarized balance sheet for a period of every 10 days
within 7 days after each period of 10 days,
The summarized balance sheet should include the following
items:
A. On the assets side:
a) metals: gold and silver in terms of gold value (Art.
51 par. a and b),
b) foreign money, bills and foreign obligations serving
as a cover for the bank notes circulation,
¢) Polish silver coins and bullion, (Art. 53 par. b),
d) portfolio of bills (Art. 55 par. a),
e) secured advances (Art. 63), .
f) bonds discounted (Art. 60) and acquired for Bank’s
own account (Art. 55 par. e),
g) advances to the Treasury (Art. 53 par. a),
h) real and personal property,
i) miscellaneous assets,
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B. on the liabilities side:
a) capital stock,
b) reserve fund,
¢) bank note in circulation,
d} current accounts and deposits,
e) miscellaneous Labilities,

A true and exact translation:
‘Warsaw this 9th of November, 1927,
Register No. 5500.
E, Sraczynsky,
Sworn Translator,



17. COMMUNICATIONS BETWEEN THE BANK
OF POLAND AND THE MINISTER OF
FINANCE relative to increase of capital of
the Bank. (Translation.)

Warsaw, 5th November 1927,
President
of the Bank of Poland.

To
the Minister of Finance.

I beg hereby to advise you that the Council of the Bank has
unanimously passed a resolution to increase the stock capital
of the Bank from 100 million zlotys to 150 million zlotys.

Pursuant to Art. 4 of the Statutes of the Bank I request you
to give to the said resolution your consent.

(——) KarPINSKIL
A true copy: (signed) Z. KarpINsKi:, Secretary of the
Council of the Bank.
A true translation:
De. A. NaGORSKIL.

Translation from the Polish.

Copy.
MINISTRY OF FINANCE Warsaw, 5th November 1927,
L.D. 11.7689/1.
To the
Chairman of the Bank of Poland
here.

In reply to your letter of 5th instant I beg to advise you that
in conformity with Art. 4 of the Statutes of the Bank I hereby
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give my consent for the increase of Stock capital of the Banl
of Poland up to 150.000.000 zloty (hundred fifty million zloty)
in accordance with the resolution passed by the Council of the
Bank on November 5, 1927.
Minister of Finance (signed) G. Czecmowicz.
A true copy (signed) Z. Karprinski, Secretary of the
Council of the Bank.
A True anp Exacr TransraTiON
Warsaw this 8th of November 1927
Register No., 5495
E. Staczynski
Sworn Translator



18. EXTRACT FROM MINUTES OF MEETING
OF THE COUNCIL OF BANK OF POLAND,
held November 5, 1927, electing Mr. Charles
Dewey to be member of the Council with
the functions contemplated by the Plan of
Stabilization. (Translation.)

In accordance with new Article 26a of the statutes of the
" Bank the Council voted :

1. To increase the number of members of the Council by
one member for the period of three years;

2. To elect to the Council for the period of three years
Mr. Charles Dewey. Mr. Dewey will, for the period foreseen
in Article 6, Part II1, of the Program of Stabilization adopted
by the Government by the Decree of the President of the
Republic dated October 13, 1927, referring to the Program of
Stabilization and contracting of an external loan, in addition
to his functions as member of the Council exercise the func-
tions foreseen in paragraph d of the Annex to Part II and in
paragraph 3 of Part IIL of the Program of Stabilization, and
will also enjoy the facilities foreseen in the above mentioned
paragraphs. In case of absence or disability, he may designate
a substitute of the same nationality who will exercise his
functions.

.3. The election of Mr. Dewey will be submitted to the ordi-
nary general meeting of the shareholders of the Bank the first
quarter, 1928 %

A true copy (signed) Z. Karpinski, Secretary of the Council
of the Bank.

A True ANp Exact TransLaTiON
Warsaw this 8th of November 1927
Register No.. 5496
E. StaczyNskr
Sworn Translator

* The election of Mr. Dewey was unanimously confirmed at the general
theeting of Shareholders held February 10, 1928,
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19. COMMUNICATIONS BETWEEN THE BANK
OF POLAND AND THE MINISTER OF
FINANCE with reference to the election of
Mr. Dewey as an additional member of the
Council of the Bank. (Translation.)

Warsaw, 5th November 1927.
President
of the Bank of Poland.
To the Minister of Finance.

1 beg to advise you that pursuant to Art. 26a of the Statutes
passed today at the general meeting the Council of the Bank
have by a qualified majority required by the said article
appointed

Mr. CaArLES S. DEWEY
the Under Secretary of State of the Department of Finance
at Washington as a member of the Council of the Bank for
the period of 3 years.

I request you to sanction this resolution.

(——) KarpPINSKL
A true copy: (signed) Z. Karpinskl, Secretary of the
Council of the Bank.
A true translation:
Dr. A. NAGORSKI

MiN1sTRY OF FINANCE Warsaw, 5th November 1927.
L.D. 11./7795/1.
To the Chairman of the Bank of Poland,
here.

In reply to your letter of 5th instant and in conformity with
Art. 26a of the Statutes of the Bank of Poland I hereby give
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sanction to the resolution of the Council of the Bank of 5th
instant relating to the increase of the number of the Council
by one member for the period of 3 years.
Minister of Finance:
(signed) G. CzecHOWICZ.
A true copy: (signed) Z. KawrrINsKI, Secretary of the
Council of the Bank.
A TrUE AND Exact TRANSLATION
Warsaw this 8th of November 1927
Register No. 5494
E. Staczynski
Sworn Translator
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20. PROSPECTUS LETTER FROM POLISH MIN-
ISTER OF FINANCE TO AMERICAN
BANKERS.#

REPUBLIC OF POLAND

Warsaw, October 13, 1927,
Bangers Trust CoMpany
Brar & Co., Inc.
Cuase SECURITIES CORPORATION
Guaranty Company oF NEw York

Dear Sirs:

1 have the honor to furnish the following information with
reference to the Republic of Poland Stabilization Loan of 1927,
consisting of $62,000,000 principal amount of Bonds known
as Republic of Poland Seven Per Cent External Sinking Fund
Gold Bonds, Stabilization Loan, 1927, and £2,000,000 principal
amount of Bonds known as Republic of Poland Seven Per Cent
Stabilization Bonds, 1927, to be issued internationally for the
purpose of carrying into effect a Plan of Stabilization adopted
by the Polish Government in cooperation with the Bank of

* Substznudly similar letters were addressed to the following Continental

France—
Banque de Paris et des Pays Bas.
Bangue Franco Polonaise.

The Nethei ands

Co.
Ltppmann Rosenthal & Co.
De Twentsche Bank.

P
Banque de Commerce a Varsovie.
weden—

Stockholms Ensklldz Bank.
Kreditakticbolaget.

Smtzerland—
Societe de Banque Suisse.
Credit Suisse,
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Poland. Arrangements have been made for the issue of the
entire Stabilization Loan as follows:

£ 2,000,000 principal amount in England

$ 2,000,000 principal amount in France

$ 4,000,000 principal amount in Holland

$ 1,000,000 principal amount in Poland

$ 2,000,000 principal amount in Sweden

$ 6,000,000 principal amount in Switzerland

$47,000,000 principal amount in the United States

of America

PurPose OF THE LoaN

The Loan is designed to consolidate and perpetuate a condi-
tion of monetary stability and budgetary equilibrium which the
Polish Govrenment has already achieved by its own efforts.
The Loan forms part of a comprehensive monetary, budgetary
and administrative plan for ensuring a stable gold currency
which will constitute a solid foundation for the development
of the Nation’s resources and facilitate relations with external
markets by enhancing the credit of Poland already established
at home and abroad.

The Plan has been carefully prepared by the Government
with the help of its Bankers and of competent international
experts after taking into account the results of several years
of experience and effort, and was formally promulgated in
Poland by decree of October 13, 1927.

The Plan is designed to achieve permanent budgetary equi-
librium ; it entrusts the monetary policy of the Nation to the
Bank of Poland which enjoys full independence and will receive
all necessary resources; finally it provides for the collaboration
with the Bank and Government of an American Adviser.

The Plan not only determines the use of the proceeds of
the Loan but the carrying out of the program of the Plan is a
definite engagement of the Republic taken in connection with
the issue of the Loan.

Credits to the Bank of Poland have been arranged by the
following Central and Reserve Banks:

103



Qesterreichische Nationalbank........ Austria

Banque Nationale de Belgique ........ Belgium
Narodni Banka Ceskoslovenska. . ..... Cazechoslovakia
Nationalbanken.................... Denmark
Bankof England .................. England
Finlands Bank .................... Finland
Banquede France.................. France
Reichsbank .................cveen. Germany
Magyar Nemzeti Bank.............. Hungary
Bancad'Ttalia..................... Italy
Nederlandsche Bank................ Netherlands
Sveriges Riksbank ................. Sweden
Banque Nationale Suisse ............ Switzerland
Federal Reserve Bank............... United States

PreseNT EconoMic aND FiNanciaL CONDITIONS

With an area of approximately 150,000 square miles and a
population approaching 30,000,000, Poland ranks as the sixth
nation of Europe as regards both territory and population.

Poland is self-supporting to a greater degree than most
European countries; 65% of the population is engaged in
agricultural pursuits and agricultural production normally ex-
ceeds domestic requirements. Poland ranks second in Europe
in the production of rye and potatoes, third in barley and oats,
and fourth in sugar beets. The country possesses immense
natural resources, especially timber, coal and oil, and it is the
second largest producer of zinc ore in the world. The iron
and steel industry of Poland is important and highly developed.
It is located principally in the coal districts where it thus enjoys
favorable conditions for operation. Lodz is recognized as one
of the world’s great textile centres. The country is served by
about 12,000 miles of railway line owned entirely by the
Government and operated at a profit.

Poland enjoys access to the sea both through the Free City
of Danzig and through the port of Gdynia located on the Baltic
on Polish territory.
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The year 1926 was a period of industrial revival, unemploy-
ment diminishing in a marked degree and both exports and
imports showing a healthy increase and satisfactory relation-
ship. This economic progress definitely continues during the
present year.

Budgetary equilibrium has already been attained, with a sub-
stantial excess of receipts over disbursements, During the fiscal
year ended March 31, 1927, there was a budget surplus of
about $17,500,000 (about Z1. 156,000,000). The first five
.months of the current fiscal year show a budget surplus of
about $14,500,000 (about Z1. 130,000,000).

The debt of Poland both external and internal is small, the
external debt, including this Loan, amounting to the equivalent
of about $15 per capita and the internal to the equivalent of
less than $2 per capita. The external debt, including this Loan,
aggregates the equivalent of about $438,700,000, whereof the
principal item is advances from the American, French, British,
Italian and other Treasuries during the war and Armistice
periods aggregating the equivalent of about $253,500,000;
liability under the Treaty of Saint Germain for a portion of
the former Austro-Hungarian debt amounts to the equivalent
of about $36,600,000.

The non-political external debt of Poland consists of the
equivalent of about $148,600,000, including this Stabilization
Loan.

In addition to the foregoing items there are a number of
items of debit and credit arising under post-war Treaties, which
items are still in suspense and in the main unliquidated, but it is
calculated that, on net balance, the debt of Poland will not
thereby be increased materially, if at all.

The Polish Government has concluded favorable arrange-
ments with the American, British, Italian, Dutch, Norwegian,
Swedish, Danish and Swiss Governments for the refunding of
their respective Treasury advances and payments under such
agreements are being regularly made.
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STABILIZATION PLAN

The Plan provides for the following measures of a monetary,
budgetary and administrative character:

Monerary Poricy: The Zloty has been given a gold
value of $0.1122 per Zloty pursuant to the decree of October
13, 1927, corresponding to the exchange rates which have
prevailed without substantial variation for over a year.

All currency notes heretofore issued by the Republic will
be retired, the notes of the Bank of Poland becoming the
only paper currency. These Bank Notes will be payable in
gold or gold exchange drafts, on the basis of the new gold
value. To ensure the ability of the Bank to maintain such
payments :

Notes will be issued only in accordance with new reserve
requirements providing for a minimum reserve, in gold
or gold exchange, against both note and deposit liabilities,
of 40% ; at least 30% being in actual gold; _

Substantially the entire foreign exchange resulting from
the present Loan will be put at the disposal of the Bank
of Poland with the result that its reserve ratio will then
become one of the highest of any Bank of Issue in the
world ;

The capital of the Bank will be increased so that its
combined capital and surplus will amount to over 200,-
000,000 Zioty.

In addition the Bank of Poland will have at its disposal
the credits in its favor from the Central Banks of Issue
above referred to.

Bupcerary Poricy: The budgetary equilibrium already
attained will be established on a firm basis. A total of 300
million Zloty of additional revenue is to be provided for the
1927-28 Budget, and a substantial surplus for the year
1928-29. A strict control of all departmental expenses will
be exercised by the Minister of Finance through a system of
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monthly budgets. The entire floating debt of the Treasury
will be redeemed and a working fund for the Treasury of
75,000,000 Zloty will be created to emable the Government
to meet any possible seasonal insufficiencies in its receipts.
The Government renounces long term borrowings for
budgetary purposes.

AMERICAN ApviSER: An American citizen will be elected
a member of the Board of the Bank of Poland for a period
of three years. He will assist and advise the Bank and the
Government as to the carrying out of the various measures
provided for in the Plan, and will be supplied with such in-
formation as he considers necessary to enable him to dis-
charge his duties as prescribed in the Plan. The Adviser
will prepare a quarterly report addressed to the Bank of
Poland and promptly published by it, thus keeping public
opinion in Poland and abroad informed of the progress of
the various aspects of the Plan.

Proceeps of THE Loan: The Zloty equivalent of the
proceeds of the Loan will be credited to the Government by
the Bank of Poland, the credit being available only for the
purposes of the Plan, and only with the authorization or
counter-signature of the American Adviser. About 75%
of the proceeds of the Loan will, directly or indirectly, be
applied to stabilization purposes, thus securing a better basis
for the present currency without increasing the amount of
currency in circulation; the remaining 25% being available,
in further aid of stabilization, to provide credit facilities to
State enterprises and agricultural institutions, in accordance
with a program to be worked out between the Government,
the Bank of Poland and the American Adviser. These
credits will be independently administered on behalf of the
Government by the Bank of Poland.

SECURITY OF TBE LOAN

The Bonds constitute the direct obligations of the Republic
which pledges its full faith and credit for due and prompt pay-

107



ment of principal, premium, interest and Sinking Fund. As
specific security the Government will assign its gross customs
revenues which will be paid into a special account of the Fiscal
Agents of the Loan with the Bank of Poland. The Government
is entitled to draw thereon, in each month, only after 2 sum
equal to 1/6 of the current semi-annual service charge including
Sinking Fund has first been transferred to the Fiscal Agents.

The customs revenues for the past three fiscal years ending
March 31, 1927, have averaged in excess of the equivalent of
$40,000,000 per annum, being over 5 times maximum annual
service requirements of the Loan. During the first five months
of the fiscal year 1927-1928 customs receipts amounted to the
equivalent of about $14,500,000, being over 170% of budget
estimates.

Figures in this letter have been converted into dollars at
Zloty 891 to the dollar except for figures relating to periods
prior to the de facto stabilization which have been calculated
at the average rate of exchange of the Zloty prevailing each
month. Conversions of other currencies are made at approxi-
mately current rates.

: Very truly yours,
CzecHOWICZ
Minister of Finance of the Republic of Poland.
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21. PROSPECTUS LETTER FROM POLISH
MINISTER OF FINANCE TO ENGLISH
BANKERS.

Warsaw, 13th October, 1927.
- To Messrs. Lazarp BrorrERs & Co., L.

Dear Sirs,

In accordance with your request, I have the honour to furnish
the following information:—

The Republic of Poland has an area of approximately
150,000 square miles, and a population approaching 30,000,000.
It is the sixth nation of Europe as regards both territory and
population. The population is largely agricultural and Poland
ranks second in Europe in the production of rye and potatoes,
third in barley and oats, and fourth in sugar beet. The country
possesses immense natural resources, especially timber, coal and
oil, and is the second largest producer of zinc ore in the world.
The iron and stee! industries are highly developed, and Lodz
is recognised as one of the world’s great textile centres. The
country is served by about 12,000 miles of railway lines owned
entirely by the Government and operated at a profit. Unem-
ployment has fallen from 395,000 in January, 1926, to 126,600
in September of this year.

BuUDGET.

Post-war difficulties due to currency fluctuations have now
been overcome, and Budgetary equilibrium has been attained.
For the fiscal year ending March 31st, 1927, there was a Budget
surplus of about £3,600,000,* and for the first five months of
the current fiscal year the Budget surplus is nearly £3,000,000.

'Theﬁguresm this letter (except where otherwise stated) have been

almhuedatZlotySSlmtheS(bunglhegoldvalueﬁxedbythemhhs:
tion decree), say, ZL 43.48 to the £ sterling.
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PusLic DEsT.

In the terms of sterling the External Debt, including the
present Loan and the liability under the Treaty of St. Germain
for a portion of the Austro-Hungarian Debt, amounts to about
£90,300,000, of which about £52,000,000 represents advances
from the American, British, French, Italian, and other Treas-
uries during the period immediately following the war. The
Internal Debt amounts to about £7,000,000. The External
Debt amounts to £3, and the Internal Debt to less than 5s. per
head of the population.

The Polish Government has concluded favourable arrange-
ments with practically all the various creditor Governments for
the funding of their advances, and payments are being regularly
made.

CusTtoMs REVENUES.

Converted at the average monthly rate of exchange the
Customs Revenues, upon which the Stabilisation Loan is spe-
cifically charged, have for the past three fiscal years ending
March 31st, 1927, averaged £8,270,000 sterling, being over 5
times the maximum annual service requirements of the Loan,
which amount to £1,641,300 per annum.

If the least favourable of these three years is taken, the
Customs Revenues would have covered the maximum service
of the Loan about three times.

During the first five months of the current fiscal year Cus-
toms Revenues amounted to nearly £3,000,000, being over
170 per cent. of the Budget estimate.

Imports and Exports, calculated at the average monthly
rates of exchange during the past three years ending 31st
December, have been as follows:—

Imports. Exports.
1924 ......... £58,600,000 £50,188,000
1925.......... £63,556,000 £50,426,000

1926.......... £35,525,000 £51,774,000
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OBJyECTS oF THE LoaN.

The object of the Loan is to consolidate and perpetuate the
condition of monetary stability and Budgetary equilibrium
which the Polish Government has already achieved by its own
efforts. The Loan forms part of a comprehensive monetary,
budgetary, and administrative programme embodied in a Plan

- of Stabilization which has been carefully prepared by the
Government, with the help of its Bankers and of competent
international experts, with a view to achieving the above-
mentioned object. The Plan has been promulgated by a Decree
having the force of Law dated 13th October, 1927.

CeNTRAL Bank CREDITS.

On the basis of the Plan, credits to the Bank of Poland
amounting in total to $20,000,000 have been arranged by the
Central and Reserve Banks of the following countries:—
Austria, Belgium, Czecho-Slovakia, Denmark, Finland, France,
Germany, Great Britain, Hungary, Italy, The Netherlands,
Sweden, Switzerland, and the United States of America.

PLAN OF STABILISATION.

The Plan provides inter alia for the following :—

(1) The Zloty is to be stabilized on a gold basis with a
value corresponding to the exchange rates for the paper Zloty
which have prevailed without substantial variation for over a
year. A decree having the force of Law, dated 13th October,
1927, has accordingly been promulgated giving the Zloty a
gold value equal to Zloty 8.9141 to the Dollar. All currency
notes heretofore issued by the Republic will be retired, and the
notes of the Bank of Poland will become the only paper cur-
rency. These notes will be payable in gold or gold exchange
drafts on the basis of the new gold value, and will only be
issued in accordance with the new Reserve requirements, pro-
viding for a minimum Reserve in gold or gold exchange against
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both note and deposit liabilities of 40 per cent., at least 30 per
cent. being in actual gold. The entire foreign exchange result-
ing from the present Loan moreover will be put at the disposal
of the Bank of Poland, with the result that its gold reserve will
then become approximately 80 per cent., which is one of the
highest ratios of any Bank of Issue in the world.

(2) The Subscribed Capital of the Bank of Poland will be
increased by £1,725,000, bringing its combined Capital and
Surplus to a total of over £4,500,000.

(3) Administrative machinery is set up to ensure that the
Budgetary equilibrium already attained will be maintained in
the future. The system of monthly Budgets is to be continued;
expenditure is not to exceed Budget estimates unless a corre-
sponding increase in revenue is provided for; the Minister of
Finance has been given power to supervise all expenditure ; and
the Government has renounced the right to long-term borrow-
ings for Budgetary purposes. A total of £6,900,000 of addi-
tional revenue for the 1927/28 Budget, and a substantial
surplus for the year 1928/29, will be provided.

(4) The entire Floating Debt of the Treasury, amounting
to approximately £580,000, will be redeemed.

(5) A Treasury Reserve of about £1,725,000 will be de-
posited with the Bank of Poland, and will only be used to
meet any possible seasonal insufficiencies in receipts.

(6) An American Adviser will be elected a Member of the
Board of the Bank of Poland for a period of three years. He
will assist and advise the Bank and the Government as to the
carrying out of the various measures provided for in the Plan,
and will be supplied with such information as he considers
necessary to enable him to discharge his duties as prescribed
in the Plan. The Adviser will prepare a Quarterly Report
addressed to the Bank of Poland, to be promptly published by
it, thus keeping public opinion in Poland and abroad informed
of the progress of the various aspects of the Plan.

(7) The proceeds of the Loan will be available only for the
purposes of the Plan and subject to the authorisation and
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counter-signature of the American Adviser. The Plan con-
templates that these proceeds will be distributed among the
purposes already described, approximately as follows —

1. Increase in the Capital of the Bank of Poland £1,725,000

2. Conversion of the existing Note Issue.. .... £5,290,000

3. Redemption of the Floating Debt.......... £ 575,000

4, Treasury Reserve ...........ccviieinnne £1,725,000

5. Future Economic Development ........... £3,100,000
Yours truly,

GagrieL CZECHOWICZ,
Minister of Finance.
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22, FIRST PAGE OF THE AMERICAN PRO-
SPECTUS OF THE STABILIZATION
LOAN.

RepuBLIC OF PoLAND StasiLization Loan, 1927
$47,000,000
Seven Per Cent External Sinking Fund Gold Bonds
American Issue

Offering of the English and European portions of this Loan is
being made by Lazard Brothers & Co., Ltd., in England;
Societe de Banque Suisse and Credit Suisse in Switzerland;
Lippmann, Rosenthal & Co., De Twentsche Bank and Hope
& Co. in Holland ; Bank Handlowy w Warszawie in Poland;
Stockholms Enskilda Bank and Skandinaviska Kreditak-
tiebolaget in Sweden and Banque de Paris & des Pays-Bas
in France.

To BE paTED: OcTOBER 15, 1927

To maTUuRE: OcroBER 15, 1947

Interest payable October 15 and April 15. Principal and inter-

est payable at the principal office of Bankers Trust Company or

The Chase National Bank of the City of New York, Fiscal

Agents for the Loan, in United States gold coin of the present

standard of weight and fineness, without deduction for any

taxes or imposts now or hereafter levied by or within the

Republic of Poland; also payable at the option of the holder in

London in Pounds Sterling at the rate of $4.8665 per Pound

Sterling; in Zurich or Basle, in Swiss Francs at the rate of

5.183 Swiss Francs per dollar; or in Amsterdam, in Dutch

Florins at the rate of 2.488 Florins per dollar; or in Stockholm,

in Swedish Kronor at the rate of 3.731 Kronor per dollar.

Redeemable in whole or in part at the option of the Republic

only (except for Sinking Fund) on October 15, 1937, or any

interest date thereafter, on thirty days’ published notice at 103.

Coupon Bonds registerable as to principal only in denomina-
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tions of $1,000, $500 and $100, interchangeable except into
$100 denominations. The Republic agrees to retire the entire
Loan in semi-annual installments commencing at the annual
rate of 4% for each of the first four years and increasing such
annual rate 4 of 1% for each succeeding four year period to
a maximum rate of 6% per annum. Such retirement is to be
effected by the tender of Bonds or by cash sinking fund pay-
ments applicable to the purchase of Bonds at or below the
redemption price and accrued interest or, if not so obtainable,
- to the redemption on April 15, 1928, and semi-annually there-
after upon thirty days’ published notice of Bonds called by
lot at 103%. .
Bonds are payable at maturity at 103%.

The following information has been summarized from the
accompanying letter of the Minister of Finance
of the Republic of Poland:

This issue forms part of an International Loan to be issued
for the purpose of carrying into effect a Plan of Stabilization
adopted by the Polish Government in co-operation with the
Bank of Poland.. Arrangements have been made for the issue
of the entire Stabilization Loan as follows:

£ 2,000,000 principal amount in England

$ 2,000,000 principal amount in France

$ 4,000,000 principal amount in Holland

$ 1,000,000 principal amount in Poland

$ 2,000,000 principal amount in Sweden

$ 6,000,000 principal amount in Switzerland

$47,000,000 principal amount in the United States
of America

Purpose of the Loan: The Stabilization Loan is designed to
consolidate and perpetuate a condition of monetary stability
and budgetary equilibrium which the Polish Government has
already achieved by its own efforts. The Plan of Stabilization
represents a comprehensive monetary, budgetary and adminis-
trative program for ensuring a stable gold currency which will
constitute a solid foundation for the development of the Na-
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tion’s resources and facilitate relations with external markets
by enhancing the credit of Poland already established at home
and abroad.

Present Economic and Financial Conditions: With an area
of approximately 150,000 square miles and a population ap-
proaching 30,000,000, Poland ranks as the sixth nation of
Europe as regards both territory and population.

Poland possesses immense natural resources, especially tim-
ber, coal and oil, and it is the second largest producer of zinc
ore in the world. The iron and steel industry of Poland is
highly developed and is located principally in the coal districts
where it enjoys favorable operating conditions. The country
is served by about 12,000 miles of railway line owned entirely
by the Government and operated at a profit.

Budgetary equilibrium has already been attained, with a sub-
stantial excess of receipts over disbursements. During the fiscal
year ended March 31, 1927, there was a budget surplus of
about $17,500,000 (about ZI. 156,000,000). The first five
months of the current fiscal year show a budget surplus of
about $14,500,000 (about ZI. 130,000,000).

The debt of Poland both external and internal is small, the
external debt, including this Loan, amounting to the equivalent
of about $15 per capita and the internal debt to the equivalent
of less than $2 per capita. The external debt, including this
Loan, aggregates the equivalent of about $438,700,000, where-
of the principal item is advances from the American, French,
British, Italian, and other Treasuries during the war and
Armistice periods aggregating the equivalent of about $253,-
500,000. The non-political external debt of Poland consists
of the equivalent of about $148,600,000, including this
Stabilization Loan.

The Polish Government has concluded favorable arrange-
ments with the American, British, Italian, Dutch, Norwegian,
Swedish, Danish, and Swiss Governments for the refunding
of their respective Treasury advances and payments under such
agreements are being regularly made.
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Stabilization Plan: The Plan provides for the following
measures of a monetary, budgetary and administrative
character:

Monetary Policy: The Zloty has been given a gold
value of $0.1122 per Zloty pursuant to the decree of
October 13, 1927, corresponding to the exchange rates
which have prevailed without substantial variation for
over a year. Zloty paper currency will be issued only by
the Bank of Poland and in accordance with new reserve
requirements providing for a minimum reserve, in gold or
gold exchange, against both note and deposit Labilities, of
40% ; at least 30% being in actual gold. Substantially the
entire foreign exchange resulting from the present Loan
will be put at the disposal of the Bank of Poland with the
result that its reserve ratio will then become one of the
highest of any Bank of Issue in the world. _

Budgetary Policy: The budgetary equilibrium already
attained will be established on a firm basis. A total of
300 million Zloty of additional revenue is to be provided
for the 1927-28 Budget, and a substantial surplus for the
year 192829,

American Adviser: An American citizen will be named
as Adviser to the Government and the Bank of Poland
with powers and authority designed to promote the success
of the Plan. He will be elected to the Board of the Bank
of Poland.

Proceeds of the Loan: The Zloty equivalent of the pro-
ceeds of the Loan will be credited to the Government by
the Bank of Poland, the credit being available only for the
purposes of the Plan, and only with the authorization or
counter signature of the American Adviser.

Credits: Credits to the Bank of Poland have been
arranged by the Central and Reserve Banks enumerated
in the accompanying letter.

Security of the Loan: The Bonds constitute the direct obli-
gations of the Republic which pledges its full faith and credit
for due and prompt payment of principal, premium, interest
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and Sinking Fund. As specific security the Government will
assign its gross customs revenues which will be paid into a
special account of the Fiscal Agents of the Loan with the Bank
of Poland. The Government is entitled to draw thereon, in
each month, only after a sum equal to 1/6 of the current semi-
annual service charge including Sinking Fund has first been
transferred to the Fiscal Agents.

The customs revenues for the past three fiscal years ending
March 31, 1927 have averaged in excess of the equivalent of
$40,000,000 per annum, being over 5 times maximum annual
service requirements of the Loan.

During the first five months of the fiscal year 1927-1928 cus-
toms receipts amounted to the equivalent of about $14,500,000,
being over 170% of budget estimates.

Application is to be made by the Republic of Poland to list the
dollar Bonds on the New York Stock Exchange.

Price 92 and accrued interest to yield over 7.86%

These Bonds are offered for delivery when, as and if issued
and accepted by us and subject to approval of our counsel,
Messrs. Sullivan & Cromwell and Messrs. Rushmore, Bisbee &
Stern. It is expected that temporary Bonds or imterim receipts
of The Chase National Bank of the City of New York
exchangeable for temporary or definitive Bonds, will be avail-
able for delivery on or about November 9, 1927.

BankERrs Trust ComPANY Bramr & Co.

New York Inc.
CHASE SECURITIES GUARANTY COMPANY

CORPORATION of New York
Statements and information contained herein have been

obtained from official and other sources in part

by cable, and while not guaranteed we

believe them to be reliable.
October 18, 1927
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23. FIRST PAGE OF THE ENGLISH PROSPEC-
TUS OF THE STABILIZATION LOAN.

REPUBLIC OF POLAND
STABILISATION LOAN, 1927.

(Authorised by a Decree of the President of the Republic of
Poland, dated 13th October, 1927).

i £2,000,000 7% SteERLING BoNnDs.

The Bonds now offered form part of a total issue limited to
$62,000,000 and £2,000,000. The dollar bonds are to be issued
as to $47,000,000 in New York and $15,000,000 in France,

Holland, Switzerland, Sweden and Poland.

The Bonds are a first charge and lien on all Customs Revenues
of the Republic present and future.

Issue Price 92 Per CENT.
Repayable Within 20 Years at 103.

The proceeds of the Loan will be available only for the pur-
poses of the Plan of Stabilisation, and will be applied subject
to the authorisation and counter-signature of the American
Adviser to be elected a Member of the Board of the Bank of
Poland for a period of three years.

Principal and interest of the Bonds will be free from all
present and future Polish taxes and will be payable in London
in sterling at the offices of Messrs. Lazard Brothers & Co.,
Limited, or at the option of the holders in New York in dollars
at the fixed exchange of $4.86 to the £ at the offices of Barnkers’
Trust Company and The Chase National Bank of New York.

The Bonds will be to Bearer in denominations of £100 and
£500 with half-yearly coupons attached, payable 15th April and
15th October, the first full coupon being payable 15th October,
1928. A coupon for £2 10s. 11d. per cent. payable 15th April,
1928 (in sterling only), representing interest at 7 per cent. per
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annum on the instalments from the due dates thereof, will be
attached to the Scrip Certificates.

The Bonds will be repayable at 103 on or before the 15th
October, 1947, and redeemable by means of a Sinking Fund
calculated to redeem the entire issue by maturity, commencing
at 4 per cent. per annum of the total nominal value of the
Bonds, plus the premium of 3 per cent. and rising every fourth
year by one-half per cent. to 6 per cent. The Sinking Fund
will be applied half-yearly by purchases at or below 103 per
cent., plus accrued interest, or by drawings at 103 per cent., the
first operation being in respect of the period ending 15th April,
1928. The Polish Government reserves the right to surrender
Bonds in satisfaction of the Sinking Fund and to redeem at
103 per cent. on 15th October, 1937, or on any interest payment
date thereafter, the whole or any part of the Bonds then out-
standing upon giving 30 days’ previous notice.

The Polish Government undertakes to assign to the Fiscal
Agents for the Loan by way of specific security its gross Cus-
toms Revenues, which will be paid into a Special Account of the
Fiscal Agents with the Bank of Poland. The Government is
not entitled to draw thereon in each month until a sum equal to
one-sixth of the current half-yearly service charge, including
Sinking Fund, has first been transferred to the account of the
Fiscal Agents outside Poland.

Messrs. Lazaro BroTHERS & Co., LiMiTED, offer for sale
the above-mentioned Sterling Bonds at the price of 92 per cent.,
payable as follows :—

£5 per cent. on Application.

£25 - » 25th October, 1927.
£30 v » 30th November, 1927,
£32 ” » 14th December, 1927.

Total.. £92 per cent.

Payment in full may be made on 25th October or on 30th
November under discount at the rate of 3 per cent. per annum.
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24. COMMUNICATIONS BETWEEN FRENCH
BANKERS AND FRENCH MINISTRY OF
FINANCE authorizing the export of capital in
connection with the French tranche of the
Stabilization Loan.

27 Septembre
Monsieur le Président
du Comité de Controle de 'Exportation

des Capitaux
Ministére des Finances
PARIS
45
Monsieur le Président,

Nous référant aux lettres que Monsieur le Président du
Conseil, Ministre des Finances, a bien voulu nous adresser, sous
le timbre de la Direction du Mouvement Général des Fonds,
les 5, 15 et 25 Juillet 1927, ainsi qu’a votre lettre du 9 Aoitt
1927 N° 190.786 nous avons I'honneur de vous rappeler que
nous avons accepté, avec d'autres Establissements de Crédit, de
participer 3 I'émission d'une tranche francaise de 'Emprunt
Polonais de Stabilisation 1927.

Cette tranche, dont le montant avait été primitivement fixé a
$2.500.000.—a été réduite dans la suite des mnégociations,
d’accord avec la Direction dua Mouvement Général des Fonds,
a $.2.000.000.—. Elle sera représentée par des titres d'un
montant nominal unitaire de $100. Les titres seront productifs
d’un intérét net de 7% et remboursables en 33* ans. Le prix
d’émission sera de 90%, plus les intéréts calculés sur le nominal
a compter de I'entrée en jouissance (ler Octobre 1927).

* The life of the bonds was suhsequently determined to be 20 years.
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La souscription, qui sera faite sur toutes les places i la méme
époque, s’ouvrira vraisemblablement le 5 Octobre prochain.
Elle aura, en France, une durée de 15 jours.

Pour la bonne régle, nous croyons devoir solliciter I'autori-
sation, au nom du groupe frangais, de transférer a I’Etranger
les fonds & verser par les souscripteurs résidants francais,

Les Banques faisant partie du groupe sont ci-aprés désignées,
avec leurs participations respectives dans I'opération

Emission de

$2.000.000
Banque de Paris et des Pays-Bas............... $360.000
Banque Franco-Polonaise .................... 144.000
Banque de 'Union Parisienne................. 280.000
Crédit Lyonnais .......c.ocoveiinennnnnann.. 120.000
Société Générale ...........ciiiiiiiiiiiia.. 120.000
Comptoir National d’Escompte ................ 120.000
Crédit Industriel et Commercial. . ......... vee 120.000
Banque Nationale de Crédit........ccv0veenns 120.000
Crédit Commercial de France.................. 64,000
Crédit Mobilier Frangais ...........co0vuuuusn 120.000
Banque Frangaise et Italienne pour I’Amérique du
Sud...oon i e 64.000
Banque Ottomane ............cviieieveneanns 80.000
Banque des Pays de I'Europe Centrale. ......... 120.000
Banque des Pays du Nord.................... 8.000
de Neuflizeet Cie................cccuc.n e 80.000
A J.Sternet Cie......ooovieiinnnnenennnnn 80.000
$2.000.000

Veuillez agréer, Monsieur le Président, I'assurance de notre
considération trés distinguée.

BaNQUE pE Paris ET DES PAvs-Bas
(Signature)
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MINISTERE DES FINANCES
_ Paris, le 13 Octobre 1927

Comité de Contréle de ’Exportation

des Capitaux

—_— BANQUE DE Paris £1 DES Pays-Bas
N* 194.150 3, rue d’Antin
PARIS

Messieurs,

Vous avez bien voulu me faire connaitre que les négociations
relatives d I'émission d’'un emprunt polonais de stabilisation de
1927 viennent d’aboutir et vous sollicitez tant en votre nomr
qu’au nom des banques autorisées a participer a la tranche fran-
gaise de cet emprunt I'autorisation d’exporter les fonds i verser
par les souscripteurs résidant en France & concurrence de Ia
somme maxima de $2.000.000:

Jai I'honneur de vous faire connmaitre que l'autorisation
sollicitée est accordée. Vos co-participants et vous mémes
devrez pour ce transfert vous conformer aux prescriptions de
1a loi du 3 Avril 1918.

Les titres souscrits devront étre rapatriés en France, la
présente lettre valant titre pour I'importation matérielle de les
titres en France.

Agrées, Messieurs, mes salutations distinguées.

Par délégation du Ministre,
p. LE PrESiDENT DU COMITE,
(Signature)
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25. AGREEMENT BETWEEN THE REPUBLIC
OF POLAND AND THE FRENCH BANKERS
respecting the assumption by the Republic of
French taxes on the interest on the Bonds up
to 25% of such interest.

Entre:
LE GOUVERNEMENT DE LA REPUBLIC
POLONAISE
représenté par son Ministre des Finances ci-dessous
nommé le Gouvernement
et:
LE GROUPE FRANGAIS DE BANQUES
ci-dessous dénommé Groupe Frangais
participant & 'Emprunt de stabilisation 7% du Gouvernement
Polonais représenté par Mr. Edmond Spitzer, Directeur Général
de la Banque Franco-Polonaise.

11 a été convenue ce qui suit:

En vue de la réalisation de son plan de stabilisation moné-
taire, le Gouvernement a décidé I'émission d'un Emprunt
d’environ $72.000.000.—, 7% or, amortissable en 20 années,
représenté par des obligations libellées partie en dollars, partie
en Livres.

Le Groupe frangais a accepté de garantir, sur les obligations
en dollars, le prise ferme d'une tranche destinée au Marché
frangais, d'un montant de $2.000.000. (deux millions de
dollars), capital nominal.

Les coupures de la tranche francaise seront de $100 et
auront une numerotations continue qui servira a les identifier.
Elles seront, de plus, differenciées des obligations faisant partie
des autres tranches par une estampille appropriée qui sera
apposée sur les titres et sur les coupons par les soins du
Gouvernement Polonais, d’accord entre ses représentants diplo-

124



matiques 3 Paris et la Banque de Paris et des Pays Bas,
représentant le Groupe frangais. Cette apposition sera faite
aux frais du Gouvernement.

Le Gouvernement prendra i sa charge, pendant toute Ia
durée de 'Emprunt, tous impdts, droits ou taxes afféronts ou
ayant égard a I'intérét des obligations précitées de la tranche
francaise, établis actuellement ou 3 établir dans Pavenir par
Ia République Frangaise, ou toute subdivision politique ou
zutorité fiscale francaise, mais seulement jusqu’a concurrence

- d’'un montant égal 3 25% de lintérét annuel, le porteur de
ces obligations n’ayant & supporter sur lesdits impdts frangais
que ce qui excéderait 25%.

Les provisions destinées au réglement des impdts frangais,
dont il s'agit, devront étre constituées intégralement chez la
Banque de Paris et des Pays-Bas, a Paris, au moins 21 jours
avant Péchéance de chaque coupon semestriel.

11 est convenu par les présentes que le gouvernement affecte
en garantie du paiement de ces provisions fiscales et jusqu'a
concurrence des sommes nécessaires, Pexcédent libre des
revenues affectés 4 la garantie de VEmprunt, la présente
garantie venant immédiatement aprés les provisions néces-
saires au service général de 'Emprunt.

Dans le but d’effectuer les transferts nécessaires, le Gouv-
ernement donne par les présentes, mandat irrévocable 3 la
Banque de Pologne, 3 qui les présentes seront notifiées par
les sou_ls du Gouvernement, de prélever sur 'excédent libre des
revenues affectés A l1a garantie de PEmprunt, les sommmes néces-
saires, au moins 30 jours avant Péchéance de chaque coupon
et de les remettre a la Banque de Paris et des Pays-Bas, a Paris.

En cas d’insuffisance des sommes disponibles ou & defaut,
le Gouvernement Polonais s’engage & prélever les sommes
nécessaires sur les ressources générales du Gouvernement et 2
les faire remettre 3 la Banque de Paris et des Pays-Bas, par
I'entremise de 1i Banque de Pologne.

Dans I'un ou l'autre cas, les provisions fiscales devront étre
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constituées intégralement & Paris, comme ci-dessus indiqué, au
moins 21 jours avant I'échéance de chaque coupon semestriel.

11 appartiendra aux banques frangaises de régler, a I'aide de
ces versements et jusqu'a due concurrence, les taxes frangaises
en se conformant a la législation en vigueur.

La Banque de Paris et des pays-Bas établira et enverra
périodiquement au Gouvernement Polonais des états indiquant
T'application qui aura été faite des provisions fiscales.

Elle lui fera connaitre ainsi qu’a la Banque de Pologne,
quand il y aura liey, toutes les modifications survenues dans la
législation fiscale et intéressant les obligations de la tranche
frangaise.

Les obligations originaires de la tranche frangaise seront
susceptibles d’étre échangées, au gré des porteurs, suivant les
conditions prévues dans le contrat général de 'Emprunt et
notament moyennant le paiement d’un droit de conversion,
contre d’autres obligations de $100, de $500 et de $1.000,
qui seront identiques aux titres originairement émis sur le
Marché américain. 1l est convenu que les nouvelles obliga-
tions, ainsi délivrées 2 la suite de ces échanges volontaires, ne
profiterout pas de I'exemption fiscale de 25% des impdts
frangais.

Pour tout le surplus, les obligations de la tranche frangaise
seront régies par les stipulations du contrat général d’emprunt.

11 est convenu que, du fait du présent accord, les banques
frangaises ne prennent aucune responsabilité vis-d-vis du
Gouvernement, ni vis-3-vis des porteurs des obligations faisant
partie de la tranche frangaise, dés lors qu'elles auront agi de
bonne foi. Elles seront indemnisées par le Gouvernement de
toute perte ou de tout litige qui pourrait résulter de cet accord
ou du paiement des taxes ci-dessus mentionnées et elles pour-
ront légitimement considérer tout titre de $100 portant
I'estampille de Ia tranche frangaise comme authentique.

11 est entendu que le présent accord recevra toutes les
autorisations requises pour sa validité par la législation polo-
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naise. Le Gouvernement fournira a cet effet au Groupe fran-

gais I'avis conforme du “ Solicitor Général ” de la République
Polonaise.

Varsovie, le 13 Octobre, 1927.

POUR LE GOUVERNEMENT DE LA REPUBLIQUE

DE POLOGNE
Par: G. CzecHOWIEZ
[Sceau] Ministre des Finances

POUR LE GROUPE FRANCAIS DE BANQUES
Par: EpMOND Sprrzer
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26. TEXT OF DEFINITIVE DOLLAR BOND AND
COUPON, of the $1,000 denomination.*

NoM $1,000
REPUBLIC OF POLAND
Seven Per Cent. External Sinking Fund Gold Bond
StariLizaTiox Loax, 1927
Due October 15, 1947

THE RepuBLic oF PoLaxD (hereinafter called the * Repub-
lic ), for value received, promises to pay to bearer, or if regis-
tered to the registered owner of this Bond, on the fifteenth day
of October, 1947, unless before said date this Bond shall have
been duly redeemed, the principal amount of

OxE THousaND DoLLAgs
and in addition thereto a premium of 3% of such principal
amount, and to pay interest on such principal amount from
October 15, 1927, at the rate of 7% per annum semi-annually,
on the fifteenth days of April and October in each year until
such principal amount and premium shall have been paid, but
only upon presentation and surrender of the attached coupons
for such interest as they severally mature. Such principal
amount, premium and interest shall be paid in the Borough of
Manhattan, The City and State of New York, United States
of America, at the principal office of either Bankers Trust Com-
pany or The Chase National Bank of the City of New York,
as Fiscal Agents of the Republic, or their respective successors,
in gold coin of the United States of America of or equal to the
standard of weight and fineness existing October 15, 1927, or
at the option of the holder in London, England, in pounds

*The text of bonds of $500 and $100 denominations and of their

the difference in denomination
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sterling at the rate of $4.8665 for each pound sterling, at the
office of Lazard Brothers & Co., Limited, as associate Fiscal
Agent, or its successor, or in Zurich or Basle, Switzerland, in
Swiss francs of the gold standard of weight and fineness exist-
ing on said date at the rate of 5.183 Swiss francs per dollar, at
the office of Société de Banque Suisse, or of Crédit Suisse, as
associate Fiscal Agents, or their respective successors, or in
Amsterdam, The Netherlands, in Dutch florins of the gold
standard of weight and fineness existing on said date at the

rate of 2.488 Dutch florins per dollar, at the office of Hope &
" Co., of Lippmann, Rosenthal & Co., or of De Twentsche
Bank, as associate Fiscal Agents, or their respective successors,
or in Stockholm, Sweden, in Swedish kronor of the gold stand-
ard of weight and fineness existing on said date at the rate of
3.731 kronor per dollar, at the office of either Stockholms
Enskilda Bank or of Skandinaviska Kreditakticbolaget, as
associate Fiscal Agents, or their respective successors, or shall
be collectible at the option of the holder in Paris, France, in
French francs at the office of Banque de Paris et des Pays Bas,
as associate Fiscal Agent, or its successor, at the buying rate
for sight exchange on New York of the associate Fiscal Agent
in France, on the date of presentation for collection; provided
that, as provided in the Loan Agreement hereinafter mentioned,
Bonds and coupons not presented for payment within five years
after all Bonds have been called or matured and moneys duly
provided for the payment thereof, may, at the election of the
Republic, be payable only at the office of the Treasury of the
Republic in Warsaw, Poland. Principal of and premium and
interest on the Bonds shall be paid by the Republic, insofar as
it is concerned, in time of war as well as in time of peace, and
free of all taxes or imposts within the Republic.

This Bond is one of an issue of Bonds constituting the
Stabilization Loan, 1927, of the Republic, herein called the
“ Bonds ", consisting of dollar bonds and sterling bonds in the
aggregate principal amounts of $62,000,000 and £2,000,000
sterling respectively, all issued under and pursuant to and
equally entitled to the benefits of a certain Loan Agreement
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dated October 15, 1927, between the Republic and Bankers
Trust Company and The Chase National Bank of the City of
New York, as Fiscal Agents, whereof copies are filed and avail-
able for inspection at the offices of the Fiscal Agents and asso-
ciate Fiscal Agents. The Bonds of this issue expressed in
dollars are issued in the denominations of $1,000, $500 and
$100.

As provided in said Loan Agreement the Republic covenants
to pay to the Fiscal Agents as and for a Sinking Fund to
amortize the issue by maturity sums equal to the following
percentages of 103% of the maximum principal amount of the
Bonds for each six months’ period : between October 15, 1927
and October 15, 1931, 2% ; between October 15, 1931 and
October 15, 1935, 214 % ; between October 15, 1935 and Octo-
ber 15, 1939, 214 % ; between October 15, 1939 and October
15, 1943, 234 % ; between October 15, 1933 and October 15,
1947, 3% ; such payments in each case to be made on or before
45 days prior to the respective interest dates.

As provided in said Loan Agreement, such payments shall
be applied by the Fiscal Agents to purchase Bonds for the Sink-
ing Fund, if obtainable at not more than the redemption price
and accrued interest, the difference, if any, between the prin-
cipal cost of the Bonds so purchased and the redemption price
to be credited to the next semi-annual Sinking Fund payment.
Any cash balance of the current semi-annual Sinking Fund pay-
ment held by the Fiscal Agents 45 days prior to the next inter-
est date and constituting an excess over the current semi-annual
interest instalment shall be applied to the redemption, at 103%
of their principal amount, of Bonds to be called by lot as pro-
vided in the Loan Agreement. In lieu of the whole or any part
of any Sinking Fund payment, the Republic may deliver Bonds
to the Fiscal Agents for cancellation for the Sinking Fund as
provided in the Loan Agreement.

In addition to redemption through the Sinking Fund, the
Republic may at its option redeem the whole or any part of the
Bonds at 103% of their principal amount on October 15, 1937,
or on any interest date thereafter as provided in said Loan
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Agreement. If this Bond shall be called for redemption and
provision for payment thereof made in accordance with the
terms hereof and of said Loan Agreement, interest hereon
shall cease to be payable from and after the date fixed in the
redemption notice.

For the due performance of its obligations as set forth herein
and in the coupons, the Republic has pledged its full faith and
credit.

As provided in the Loan Agreement, the Bonds are specifi--
cally secured by the gross receipts and income received, by or
on account of the Republic, from duties, imposts, taxes and
charges of whatever character, imposed by it or by its authority
or for its account upon or in respect of importations and
exportations (the latter so long as export duties are main-
tained), the Republic undertaking to maintain throughout the
life of the Bonds taxes, imposts, duties and charges, so that the
assigned revennes shall at all times be sufficient to meet the
service of the Loan.

As provided in the Loan Agreement, the entire principal
amount of the Bonds, together with the premium thereon, may
be declared and shall become due by election of the holders of
at least twenty-five per cent. in amount of the outstanding
Bonds in the event of failure or default on the part of the
Republic to meet its covenants for the benefit of the Bonds
contained herein or therein, if such failure or default shall have
existed for a period of six months.

This Bond shall be transferable by delivery, unless regis-
tered as to principal in the name of the owner upon the regis-
tration books of the Republic maintained at the office of
Bankers Trust Company, or its successor, as Bond Registrar,
and such registration noted hereon by such Registrar. After
such registration, no transfer hereof shall be valid unless made
on said books by the registered owner or by duly authorized
attorney, and similarly noted on the Bond, but this Bond may
be discharged from registration by being in like manner trans-
ferred to bearer and thereupon shall again become transferable
by delivery. Such registration, however, shall not affect the
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negotiability of the coupons, which shall continue to be trans-
ferable by delivery.

As provided in the Loan Agreement and upon payment of
charges therein mentioned dollar Bonds of the denomination of
either $1,000 or $500 shall be exchangeable for Bonds of the
other denomination of the same aggregate principal amount.
Bonds of the denomination of $100 may be exchanged for an
equal aggregate principal amount of Bonds of the denomination
of $1,000 or $500, but Bonds of the denomination of $1,000 or
$500 may not be exchanged for Bonds of $100 denomination.

The Republic certifies and declares that all acts, conditions
and things required to be done and performed and to have hap-
pened precedent to and in the creation and issue of the Bonds,
have been done and performed and have happened in due and
strict compliance with the Constitution and laws of the Repub-
lic of Poland.

Neither this Bond, nor any of the coupons for inter-
est hereon, shall become valid or obligatory for any
purpose until the form of registry for identification
endorsed ‘hereon shall have been signed by Bankers
Trust Company and The Chase National Bank of- the
City of New York, or their successors as Joint Fiscal
Agents.

IN wiTNESs WHEREOF, the Republic of Poland has
caused this Bond, bearing the facsimile signatures of its
Minister of Finance and of two members of its Com-
mission of Control of the Public Debt, to be signed on
its behalf by its duly authorized representative and im-
pressed with the seal of its Legation in the United
States, and interest coupons bearing the facsimile signa-
ture of its Minister of Finance to be attached hereto,
all as of the fifteenth day of October, 1927.

REepuUBLIC OF POLAND

By
Minister of Finance
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By
Minister of Poland, Washington, D. C.
Duly Authorized Representative

On behalf of the Commission
of Control of the Public Debt

Registered for identification :
Bankers Trust Company
The Chase National Bank of the City of New York
Joint Fiscal Agents
By Bankers Trust Company
By
Assistant Secretary
[Text of Coupon]
No. $35
On the fifteenth day of ,19
unless the Bond hereinafter mentioned shall have been called
for previous redemption and payment thereof made or pro-
vided for, the RepuBLIC OF PoLaND will pay to the bearer in
the Borough of Manhattan, The City and State of New York,
United States of America, at the principal office of either
Bankers Trust Company or The Chase National Bank of the
City of New York, as Fiscal Agents, or their successors, the
sum of :
TaIRTY-FIvE DoLiazs
in gold coin of the United States of America, or, at the option
of the bearer, in pounds sterling, Swiss francs, Dutch florins,
or Swedish kronor, or the said sum will be collectible in French
francs, at rates and places specified in the bond hereinafter
mentioned, free of all Polish taxes present or future, but only
on surrender of this coupon, being six months interest then due
on Republic of Poland 7% External Sinking Fund Gold Bond,
Stabilization Loan, 1927, NoM
Due 15, 19
ReruBLIC OF PoLAND,
By
Minister of Finance.
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[Reverse of Coupon}

Coupons not presented for payment within five years aftey
all Bonds of this issue have been called or matured and moneys
duly provided for the payment thereof, may, at the election of
the Republic, be payable only at the office of the Treasury of
the Republic in Warsaw, Poland.
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27. TEXT OF TEMPORARY STERLING BOND.*

(Temporary Sterling Bond—Exchangeable for other
Temporary Sterling Bonds or definitive engraved
Sterling Bonds when ready for delivery.)

No. S00000 £2,000,000
REPUBLIC OF POLAND

Stabilization Loan, 1927
Issue of -
£2,000,000 7% Sterling Bonds
(forming part of a total issue limited to $62,000,000 and
£2,000,000)
Issued pursuant to Law of the Republic of Poland of the 2nd
August 1926, and to a Decree of the President of the
Republic of Poland of October 13, 1927.

Bonb.

The RepusLic oF PoLaND (hereinafter and in the Condi-
tions endorsed hereon called “the Republic”) for value
received promises to pay to the Bearer of this Bond on the 15th
October, 1947, or upon any earlier date on which the principal
moneys hereof become payable in accordance with the Condi-
tions endorsed hereon the principal sum of

Two MiLLioN Pounbps

with a premium thereon of three per cent. and to pay interest
on the said principal sum of £2,000,000 from the 15th October,
1927, at the rate of seven per cent. per annum, half-yearly on
the 15th April and the 15th October in each year until such
principal sum and premium shall have been paid but only upon
presentation of this Bond and notation of such payment hereon.

Payment of the principal sum, premium and interest as and

'The definitive Sterling Bonds had not been issued on the date of com-

of this volume, but would only formal changes from the
present text. .
13




when due will be made at the office in London of Lazard
Brothers & Co., Limited, or at the option of the holder in
dollars of the United States of America of or equal to the gold
standard of weight and fineness existing on October 15, 1927,
at the fixed rate of $4.86 per £ sterling at the principal office of
either Bankers Trust Company or The Chase National Bank
of the City of New York, or their respective successors, as
Fiscal Agents of the Republic, in the Borough of Manhattan,
The City and State of New York, United States of America.
Such principal sum, premium and interest shall be paid free of
all taxes or imposts within the Republic,

The holder of this Temporary Bond is entitled (in common
with the holders of the other Bonds of this issue amounting in
all to $62,000,000 and £2,000,000) to the benefit of a certain
Loan Agreement (hereinafter and in the Conditions endorsed
hereon called “ the Loan Agreement "’} dated October 15, 1927
and made between the Republic of the one part and Bankers
Trust Company and The Chase National Bank of The City of
New York (hereinafter called “the Fiscal Agents”) of the
other part whereof copies are available for inspection at the
office of Lazard Brothers & Co., Limited, in London and to
which Agreement reference is made for a more precise state-
ment of the rights of the holder hereof. As provided in the
Loan Agreement the Republic assigned to the Fiscal Agents as
specific security for the Bonds all gross revenues and income of
whatever character received by or on account of the Republic
from duties, imposts, taxes and charges of whatever character
imposed by it or by its authority or for its account upon or in
respect of importations and exportations (the latter so long as
export duties are maintained).

This Bond is issued subject to and with the benefit of the
conditions printed on the back hereof which shall be binding
upon the Republic and upon all holders of this Bond.

The Republic certifies and declares that all acts, conditions
and things required to be done and performed and to have hap-
pened precedent to and in the creation and issue of the Bonds,
have been done and performed and have happened in due and
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strict compliance with the Constitution and laws of the Repub-
lic of Poland.

This Bond is a Temporary Sterling Bond without coupons
exchangeable for other Temporary Sterling Bonds or definitive
engraved Sterling Bonds of the same issue for an equal aggre-
gate principal amount in the denominations of £500 and £100
with coupons for interest attached, when ready for delivery.

IN wiTNESs WHEREOF, the Republic of Poland has
caused this Bond bearing the facsimile signatures of
two members of its Commission of Control of the
Public Debt to be signed on its behalf by its duly
authorized representative and impressed with the seal
of its Legation in the United States, all as of the
fifteenth day of October, 1927.

RepusLic oF PoLaND
by
Duly authorized Representative.
On behalf of the Commission of
Control of the Public Debt.
Registered for identification:
Bankers Trust Company
The Chase National Bank of the City of New York,
Joint Fiscal Agents
by Bankers Trust Company
by
Assistant Secretary.

THE CONDITIONS WITHIN REFERRED TO.

1. This Bond is a Temporary Bond and is one of an issue
of Sterling Bonds forming part of the Stabilization Loan,
1927, of the Republic, limited to the total amount of $62,-
000,000 of Bonds known as “ Republic of Poland 7% External
Sinking Fund Gold Bonds, Stabilization Loan, 1927, and
£2,000,000 of Bonds known as “ Republic of Poland 7%
Stabilization Bonds, 1927 (herein referred to as “ Sterling
Bonds "), and ranks pari passu in all respects with the other
Bonds of the Loan. The expression “the Bonds” used in
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these conditions includes all the said Bonds. The definitive
Sterling Bonds will be issued in denominations of £500 and
£100 each and will not be interchangeable. The definitive £500
Bonds will be numbered from Al upwards and the definitive
£100 Bonds will be numbered from B1 upwards.

2. The Republic undertakes that it will throughout the life
of the Bonds maintain taxes, imposts, duties and charges so
that the revenues assigned to the Fiscal Agents under the Loan
Agreement shall at all times be sufficient to meet the service
of the Loan and all obligations of the Republic in the Loan
Agreement.

3. As provided in said Loan Agreement the Republic cove-
nants to pay to the Fiscal Agents as and for a Sinking Fund
to amortize the issue by maturity sums equal to the following
percentages of 103 per cent. of the maximum principal amount
of the Bonds for each six months’ period: between October 15,
1927 and October 15, 1931, 2 per cent.; between October 15,
1931 and October 15, 1935, 214 per cent. ; between October 15,
1935 and October 15, 1939, 24 per cent. ; between October 15,
1939 and October 15, 1943, 234 per cent. ; between October 15,
1943 and October 15, 1947, 3 per cent.; such payments in each
case to be made on or before 45 days prior to the respective
interest dates. Such payments shall be applied by the Fiscal
Agents in purchasing Bonds if obtainable at not more than the
redemption price and accrued interest, the difference, if any,
between the principal cost of the Bonds so purchased and the
redemption price to be credited to the next semi-annual Sinking
Fund payment. All Bonds so purchased shall be redeemed as
of the interest date first succeeding their purchase.

4. Any cash balance of the current semi-annual Sinking
Fund payment (in excess of $51,500) held by the Fiscal
Agents 45 days prior to the next interest date and constituting
an excess over the current semi-annual interest instalment shall
be applied to the redemption at 103 per cent. of their principal
amount of Bonds to be called by Iot as provided in the Loan
Agreement.

5. In lieu of the whole or any part of any Sinking Fund
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payment or instalment thereof the Republic may in accordance
with the Loan Agreement deliver Bonds to the Fiscal Agents
for cancellation for the Sinking Fund, such Bonds to bear all
coupons maturing after the next interest date. Such Bonds
shall be credited at 103 per cent. and must have been purchased
by the Republic at not more than 103 per cent. plus accrued
interest.

6. The Republic may at its option redeem the whole or any
part of the Bonds at 103 per cent. on October 15, 1937 or on
_ any interest date thereafter as provided in the Loan Agreement.

7. Notice giving particulars of Bonds drawn or called for
redemption shall be published at least once in one or more
newspapers of general circulation in the City of London. The
first publication shall be made at least 30 days immediately
preceding the next interest date. Such notice shall state the
distinctive number of the Bonds to be redeemed (unless all
outstanding Bonds are to be redeemed) and the date of re-
demption which shall be the next interest date. On or after
such date the holder of each Bond so drawn or called for
redemption shall be bound to surrender the same with all
coupons maturing after such date.

8. All Bonds acquired for the Sinking Fund or otherwise
redeemed shall be cancelled and no Bonds shall be issued in
lieu thereof.

9. Any Bond called for redemption and for the payment of
which funds shall have been provided by the Republic shall
cease to bear interest after the date fixed for redemption and
all coupons for such interest, if any, shall be void.

10. As provided in the Loan Agreement, the entire principal
amount of the Bonds together with the premium thereon may
be declared and shall become due by election of the holders of
at least twenty-five per cent. in amount of the outstanding
Bonds in the event of failure or default on the part of the
Republic to meet its covenants for the benefit of the Bonds
contained herein or therein, if such failure or default shall
have existed for a period of six months.

11, The said principal sum premium interest and Sinking
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Fund of the Bonds shall be paid by the Republic in so far as
it is concerned in time of war as well as in time of peace irre-
spective of the nationality or residence of the bondholder or
coupon holder and whether or not the bondholder or coupon
holder is a citizen of a friendly or hostile State and without
requiring any declaration as to the citizenship or residence of
such holder or as to the length of time such holder has been in
possession of such Bond or coupon.

12. As provided in the Loan Agreement Bonds and coupons
not presented for payment within five years after all the Bonds
have been called or matured and moneys duly provided for the
payment thereof may at the election of the Republic be paid
only at the office of the Treasury of the Republic in Warsaw,
Poland.

13. The Republic has pledged its full faith and credit for
the due performance of its obligations as set forth herein.

14. Any other notice may be given to the holder of any
Sterling Bond by advertising the same once in one or more
newspapers of general circulation in the City of London, and
any such notice shall be deemed to have been duly given on the
date upon which such advertisement appears.
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28. OPINION OF THE SOLICITOR GENERAL
OF THE REPUBLIC OF POLAND with
reference to legal aspects of the realization
of the Stabilization Plan and Stabilization
Loan. (Traanslation.)

Warsaw, November 21, 1927.
SoriciTor GENERAL
OF THE REPUBLIC -OF POLAND
Nr. 3425/S/27.

Messrs. Sullivan & Cromwell,
49 Wall Street,
New York, N. Y.

Re: Stabilization Loan of 1927 of
the Republic of Poland.

DEear SIRs:

I am pleased to give you my opinion, as you have requested,
as to the various legal steps and proceedings necessary to be
taken and taken in connection with the Stabxhzatxon Loan of
1927 of the Republic of Poland.

The matters in question fall into two groups:

1. Matters to be done by the Government, and
2. Matters to be done by the Bank of Poland,
which shall be considered in this order:

1.

The Constitution of Poland (dated 17th march 1921) pro-
vides in Art. 6 that acts such as contracting a state loan, sale,
exchange and pledge of the state real property, imposing taxes
and public charges, establishing customs duties and monopolies,
fixing a monetary system as well as giving financial guaranties
by the State—cannot be effected except by law.. Article 8 pro-
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vides that the mode of exercising parliamentary control over
State debts shall be fixed by law.

Article 44 of the Constitution as amended by law of August
2, 1926 (J.L. Nr. 78, par. 442) provides in par. 5 that the
President of the Republic is entitled, when the Diet and Senate
are dissolved, in case of national emergency, to issue decrees
having force of law within the limits of the public legislature,
which decrees, however, shall not pertain to the modification
of the Constitution nor to other matters specifically stated
among which also to matters embraced in Article 6 of the
Constitution. This Article, in its next paragraph 6, also pro-
vides that a law may give to the President of the Republic
authority to issue decrees having force of law during the period
and regarding the matters indicated by this law, except, how-
ever, modification of the Constitution. There is no other
limitation on the right to give by law power to the President
to issue decrees, and, in my opinion, such a law might authorize
the President of the Republic to issue decrees having the force
of law also referring to the matters dealt with in Article 6 of
the Constitution and decrees so issued would be valid and
binding. The manner of issuance and publication of the decrees
under Article 44 of the Constitution is provided in par. 7 of
the said art. 44 of the Constitution. Reference in such decrees
shall be made to the rules of the Constitution, on the strength
of which they were issued, shall be issued at the instance of
the Council of Ministers, shall be signed by the President
of the Republic, the President of the Council of Ministers
and all the Ministers and published in the Journal of Laws.
I am of the opinion that decrees duly issued, signed and pub-
lished pursuant to a law as contemplated and contained within
the limits of powers, embodied in the above mentioned rules
of the Constitution or in a separate law, provided in par. 6
of art. 44 of the Constitution, have the same force as if they
had been voted by the Diet and the Senate and signed by the
President of the Republic in the manner regularly contemplated
by the Constitution for the enactment of laws by Parliament.
In accordance with the par. 7 of Art. 44 of the Constitution
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referred to these decrees come out of force if not submitted to
the Diet within fourteen days after the next session of the Diet,
or of having been submitted to the Diet are by the Diet declined.
1 am of the opinion that the Government is bound by the Con-
stitution to submit these decrees to the Diet within fourteen
days after the next session.

Pursuant to par. 6 Article 44 of the Constitution as amended,
the law of August 2, 1926 (J.L. Nr. 78, Par. 443) gives the
President of the Republic authority (until the opening of the
new Diet, which has not yet taken place) to issue decreeshaving
force of law (Article 1) in the sphere inter alia of measures
designated to secure the equilibrium of the budget, stabilizing
the currency and improving the ecounomic situation of the
country; such measures include in my opinion undoubtedly
the Stabilization Loan and the appertaining Plan of Stabiliza-
tion as well as stabilization and revalorization of the zloty:
By Article 2 of this law it is provided that the decrees issued
pursuant to this law should not relate to matters mentioned in
some of the Articles of the Constitution specified in this art. 2.
Among these articles art. 6 of the Constitution is not referred
to; the very art. 2 of the said law deals fully with a number
of matters which cannot be dealt with by decrees having the
force of law; among other with such questions as imposing
of new taxes and charges, raising of taxes now in foroe
creating of new monopolies, raising of customs dufies and
increasing the circulation of Treasury notes and of bullion, also
with such questions like pledging, exchange or sale of State
real property above the limit value which questions (along with
contracting of States loans) come under Art. 6 of the Consti~
tution. Whereas questions of contracting of State loans (fike-
wise the questions of fixing a monetary system) is neither in
this connection mentioned by the said Art. 2 among the matters
excluded from the interference of decrees having the force
of law.

It can be inferred in my opinion that this law does not
prohibit the issuance of a valid decree authorizing the con-
tracting of a loan. In my opinion the President of the Republic
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consequently may properly, in the manner provided by Article
44 of the Constitution as amended, issue decrees authorizing
the contracting of loans, adopting the Plan of Stabilization and
revalorizing the zloty.

In my opinion, the decrees of the President of the Republic
dated October 13, 1927, referring to the Program of Stabiliza-
tion and concluding of an external loan and referring to the
stabilization of the zloty, published in the Journal of Laws,
Nr. 88, paragraphs 789 and 790, were duly signed and pub-
lished in accordance with the provisions of the Constitution
and were in all respects issued in strict conformity with the
above mentioned provisions of the Constitution and law of
August 2, 1926 and have force of law.

I am informed by a reliable source the Office of the Council
of Ministers by a letter of 16.X1.1927 Nr. 18091 that the next
sitting of the Diet since the promulgation of these decrees
was held on the 3rd November 1927 and these decrees were
submitted to the Diet on the 8th November 1927 therefore
within the time prescribed by par. 7 Art. 44 of the Constitution.

The Bond Purchase Agreement dated October 13, 1927, the
Loan Agreement dated October 15, 1927, the Accord with
the French banking Group, dated October 13, 1927, and the
Fiscal Agent Agreement dated October 15, 1927, were all
validly authorized by the first-mentioned decree and, having
been signed by the Minister of Finance, as provided therein,
are and Bonds issued pursuant thereto will be legal, valid and
binding obligations of the Republic in accordance with their
terms.

The law of September 25, 1922 (J.L. Nr. 89, par. 805) was
issued pursuant to Article 8 of the Constitution, above referred
to, to provide the manner of exercising parliamentary control
of public debt. It provides for a Commission of the Control
of Public Debt consisting of a chairman and seven members
and their substitutes elected from the Diet and the Senate as
therein provided. According to this law, the control of the
Commission extends inter alia to (a) all foreign obligations of
the State; and (b) debts contracted by the State by means of
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issnance of obligations bearing interest (ie. bonds, Treasury
notes efc.).

Article 11 provides that all financial obligations undertaken
by the State shall be signed by two members of the Com-
mission. The Commission, pursuant to this law, exercises the
function of a registrar determining the legality of indebtedness.
The Commission at the meeting held October 18, 1927, au-
thorized two of its members, Messrs. J. Michalskdi and S.
Osiecki, members of the Diet, to sign the Bonds and as in-
. formed by the Minister of Finance by a letter of 28.10.1927
Nr. DII. 4509/2, formally notified the Minister of Finance
of this decision. Their signatures are necessary on the bonds
to constitute them binding and valid obligations of the Re-
public. Their signatnres, however, need not, in my opinion,
be manual but may be also facsimile. Coupons, being obliga-
tions subsidiary to the bonds, do not, in my opinion, require
the signatures of the members of the Commission. I might add
in this connection that as informed by the State Loan Office
at the Ministry of Finance by a letter of 16.X1.1927 Nr. 58532
neither obligations of (internal) premium Dollar loan issued
on the 1.3.1924 nor obligations of any other State loans bear
the original signatures of the members of the Commission
of the Control of Public Debt and the coupons do not bear
either original signatures or facsimile of these members. The
Commission is charged with the duty of seeing that the debt is
registered in the Ledger of Public Debt* The registration or
non-registration of a debt does not affect its validity as an
obligation of the Republic.

2

The Bond Purchase Agreement and the Plan of Stabilization
provided for certain amendments to the statutes of the Bank
of Poland, increase of .its capital and election of a foreign
member of the Council of the Bank.

The statutes of the Bank provide that amendments thus

® Registration was effected December 5, 1927, im the Public Debt Register,
Volume I, Book X1, p. 13.
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required to be made should be made at a meeting of the stock-
holders called by a meeting of the Council of the Bank on not
less than twenty-one days’ notice published in the Monitor
Polski. The statutes further provide that such amendments
must be approved by the holders of at least two-thirds of the
stock represented at the meeting and a quorum of the holders
of one-half of the stock is necessary. However, if a quorum
is not present at the first meeting, a second meeting of the
stockholders will be held within fourteen days and at such
meeting valid action may be taken regardless of the amount of
stock represented, a majority of two-thirds of the votes of
stockholders present being required, however, to approve the
amendments of the statutes.

In accordance with the official extracts from the minutes of
the meeting of the Council of the Bank of Poland and of
General Meeting of Shareholders of this Bank sent me the
Council of the Bank at its 64-th meeting held on the 14.10.1927
with a statutory quorum required unanimously agreed to call
an Extraordinary General Meeting on the 5.11.1927 in order
to make amendments in the statutes of the Bank. The neces-
sary notice fixing the dates of the meetings and stating the
order of the day as well as calling the shareholders was pub-
lished in the “ Monitor Polski”, dated 15.10.1927 Nr. 237,
pursuant to the statutes of the Bank. On the 5th November
1927 a General Meeting was held at which the proposed amend-
ments of the statutes were unanimously and duly voted.

According to the statutes of the Bank, amendments so ap-
proved by the stockholders are required to be sanctioned by law,
and, this was done by the decree of the President of the Re-
public dated November 5, 1927, relating to the sanction of
amendments in the statutes of the Bank of Poland which was
issued pursuant and in accordance with par. 6 Art. 44 of the
Constitution and with the law of 2.8.1926 and was promul-
gated in the Journal of Laws R.P.N.97 par. 856 coming into
force as from the date of publication i.e. from 5.11.1927.
This Decree has the force of law. In accordance with such
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action the proposed amendments of the statutes of the Bank
have been validly made and became a law.

The increase of the Bank's capital from 100.000.000 zlotys
to 150.000.000 zlotys did not require any action by the stock-
holders but merely a resolution of the Council of the Bank
passed by a majority of 9 members and a vote of the President
of the Bank also the approval of the Minister of Finance.
The Council of the Bank at its 65th meeting held on the 5.11.
1927 passed a resolution by the required number of votes—
. unanimously—to increase the stock capital and the Alinister
of Finance expressed his approval of the said resolution with a
letter of 5.11.1927 Nr. D. IL 7689/1.

At a meeting held on the 5.11.1927 the Council of the Bank
passed a resolution pursuant to art. 26a of the amended statutes
by a required number of votes, unanimously, to increase for
the period of 3 years the mmmber of members of the Council
by one and this resolution was—as required by the said Art
26a—approved by the Minister of Finance by a letter dated
5.11.1927. Nr. D.IL7795/1. At the same meeting the Council
of the Bank elected by the same number of votes imously
—in accordance with Art. 26a of the statutes—AfIr. Charles
Dewey to be the foreign member of the Council of the Bank
pursuant to the Program of Stabilization and exhibit “K”
to the above mentioned Bond Purchase Agreement and in ac-
cordance with Art. 26a decided to submit in the 1st quart of
1928 the election to the ordinary General Meeting for approval.

Solicitor General (signed) ST. BoROWIECKL
Reporter (signed) De. HirgricHT.
A true translation:
Dr. A. NacOrskL
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29. STATUTES OF THE BANK OF POLAND
after giving effect to the amendments ratified
by decree of November 5, 1927. (Translation.*)

STATUTES OF THE BANK OF POLAND
as modified in 1927

1) The original Articles of Association of the Bank were pub-
lished in the Journal of Laws No. 8 of January 25, 1924,

2) The modification of the transitory regulation contained in
Art. 92 was published in the Journal of Laws No. 27 of
March 21st, 1924,

3) The amendments of Art. 18 and 19 were published in the
Journal of Laws No. 2 of January 14, 1925.

4) Further modifications were published in the Journal of
Laws, No. 92 of September 8, 1926, item 531, and the
whole text of the amended Articles of Association was
promulgated in the Journal of Laws No. 109 of November

"5, 1926, item 639.

5) Further modifications of a number of articles were pub-
lished in the Journal of Laws No. 97 of November 5, 1927.

6) The complete text of the present Statutes was published in
the Journal of Laws No. 113 of December 21st, 1927,
item 966.

STATUTES OF THE BANK OF POLAND

I. GENERAL PROVISIONS.

Arrt, 1
In order to maintain a stable currency as well as to regulate
currency circulation and credits a company is organized by
virtue of the present Statutes under the name of ,,Bank Polski“,
hereinafter called the ,,Bank*, with the privilege granted by
the State to issue bank-notes.

* Translation as prepared and printed by the Bank,
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Azrt. 2.

The Bank is a juridical entity and has the right to use a seal
with the arms of the State encircled by the inscription ,,Bank
Polski“ (Bank of Poland).

ArT. 3.

The seat of the Bank is at Warsaw. The operations of the
Bank extend over the whole territory of the Polish Republic
and can, on the strength of special arrangements, confirmed
- by the Council of Ministers on the recommendation of the
Minister of Finance, be extended to other areas included in the
Polish customs territory.

The Bank may, with the approval of the Minister of Finance,
establish and close branch offices and agencies.

II. CAPITAL AND SHARES.

AgrT. 4.

The share capital of the Bank amounts to 150,000,000 zlotys
divided into 1,500,000 shares of 100 zlotys each.

A further increase of the share capital may take place on the
basis of a resolution of the General Meeting of Shareholders
as specified in Art. 12.

ArrT. 5.

The shares of the Bank are nominative. Every nominative
share issued is entered in a register of shareholders kept by the
Bank showing the given name and surname, place of residence
and profession of the shareholder.

The shares of the Bank shall bear consecutive numbers, the
Bank’s seal and the signatures of the President of the Bank,
of the Manager and of the Cashier. The signatures may be
engraved.

By virtue of a resolution of the Council of the Bank certifi-
cates for more than one share may be issued.

The nominative shares may be exchanged, with the consent
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of the President of the Bank, for bearer shares, represented by
certificates for not more than ten shares each; the total number
of bearer shares shall not exceed 15 per cent of the share
capital of the Bank.

Bearer shares, at the request of the holder and with the con-
sent of the President of the Bank, may be exchanged for
nominative shares.

ARrT. 6.

A sheet of coupons for the drawing of dividends for a period
of ten years and a counterfoil are attached to each share. On
the expiration of the ten years 2 new coupon sheet and counter-
foil are issued on the presentation of the old counterfoil. The
coupons and the counterfoils bear the number of the share and
the years in consecutive order, also the engraved signatures of
the Manager and the Cashier.

ARrT. 7.

The change of ownership of a nominative share, upon ap-
proval by the President of the Bank duly noted on the share
certificate beside the owner’s endorsement, shall be entered in
the register of shareholders.

A Shareholder wishing to acquire the right of attendmg
General Meetings and the right of eligibility to the Council of
the Bank and to the Auditing Committee must first secure the
permission of the President of the Bank of the transfer of 2
nominative share to his name.

In the case of succession the change of ownership of a
nominative share must be entered in the register of sharehold-
ers and noted on the share itself on the basis of legal proof of
the right of succession submitted by the heir.

ARrT. 8.

In case of loss of a nominative share the owner must notify
the Bank in order that first the loss of the share, and then,
after the lapse of three months, the cancellation of the lost
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share, may be published in the Official Gazette (Monitor
Polski), whereupon the Shareholder wiJg.receive a new nomi-
native share, together with counterfoil but without coupons,
bearing the same number and a note to the effect that it was
issued in place of the lost one.

In case of loss of a bearer share the general laws of the
country are applicable.

Notifications regarding the loss of coupons shall not be con-
sidered by the Bank.

ARrT. 9.

The fee to be paid to the Bank for the transfer or for the
issue of new shares in exchange for those lost will be fixed by
the Board of Directors.

Arr. 10.
The dividend will be paid to the holder of a coupon at such
a date as is designated by the General Meeting.
The right to obtain payment on coupons not presented within
five years from the due date of payment is forfeited and the

corresponding amount will be transferred to the Bank’s
Reserve fund.

III. THE AUTHORITIES OF THE BANK.
A. General Meeting.

ArT. 11.

Registered Shareholders exercise their rights of participat-
ing in the affairs of the Bank by means of the General Meeting.

Art. 12.

The following matters fall under the competence of the
General Meeting:
a) adoption of the annual report, balance-sheet, profit and
loss account and proposed distribution of profits,
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b) election of members and their substitutes for service
on the Council and the Auditing Committee, and the
fixing of their remuneration,

¢) motions put to the General Meeting by the Council of
the Bank,

d) increase of the share capital,

e) other modifications in the Statutes,

f) the winding up of the Bank.

Decisions of the General Meeting relative to an increase of
the share capital must be confirmed by the Minister of Finance.

Decisions concerning other alterations in the Statutes and
the winding up of the Bank previous to the expiration of the
period, for which the right to issue bank-notes is granted,
require confirmation by the Legislature.

Arr. 13.

The Bank shall hold ordinary and extraordinary General
Meetings.

Ordinary General Meetings are called by the Council once
a year, not later than in March, especially for deliberation with
respect to matters mentioned in paragraphs a) and b) of
Art. 12,

Extraordinary General Meetings are called by the Council:

a) by virtue of a resolution of the Council,

b) at the request of the President of the Bank,

c) at the request of Shareholders of the Bank, who are
authorized to participate in the General Meeting and
who represent at least one fourth of the share capital.

In cases provided in paragraphs b) and c) of this Article
the motions which are to be put to the General Meeting must
be presented to the Council simultaneously with the presenta-
tion of the request for the calling of the Meeting. They shall
be put to the Meeting by the Council together with the com-
ments of the Council.

Extraordinary General Meetings must be called not later
than four weeks after the presentation of the request to the
President of the Bank.
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Art. 14,

The motions of Shareholders who are authorized to partici-
pate in the General Meeting and who represent at least one
tenth of the share capital must be entered on the agenda of the
General Meeting, provided they are presented to the Council
four weeks before the Meeting.

AxT. 15.

The notice of the holding of a General Meeting and the
agenda must be published in the Official Gazette (Monitor
Polski) at least three weeks before the date of such meeting.

In case of emergency a General Meeting may be called by
the President of the Bank upon notice, published in the Monitor
Polski three days prior to the date fixed for the Meeting, and
re-printed by at least five Polish newspapers in a conspicuous
place.

Arxt. 16.

. Owners of nominative shares are entitled to attend the
General Meetings provided
a) they were entered in the register of shareholders at
least 4 months before the date of the Meeting; if from
the time of entry into the register of shareholders a
year has elapsed, the Bank may demand a proof of
present ownership of the shares before issuing an
admission-ticket,
b) they are qualified to transact business legally,
c) they have neither been deprived of civil rights nor
declared bankrupt.

Azr. 17.
Every 25 shares give right to one vote at the General Meet-
ing, but no Shareholder may have more than 500 votes.
Axrt. 18

Every Shareholder entitled to attend General Meetings
(Art 16) and to vote (Art. 17) may exercise his rights by
proxy.
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Any Shareholder possessing less than 25 shares may author-
ize another Shareholder to represent him as his proxy and
every 25 shares including those represented by proxy, give
right to one vote.

A proxy of a natural person must be a shareholder entitled
to attend General Meetings, but no person can have more than
500 votes including hissown.

A proxy of a juridical person may be anyone designated in
writing in the application for an admission-ticket, irrespective
of whether he is or is not a Shareholder of the Bank.

No Shareholder is entitled to have more than one proxy.

Powers of attorney for participation in General Meetings
and voting are free from stamp duty.

The power of attorney must be made out in the form of
a letter to the Management of the Bank signed with the full
given name and surname of the Shareholder.

ArT. 19.

Powers of attorney for participation in General Meetings
must be presented to the Head Office of the Bank in Warsaw
not later than seven days prior to the date of the Meeting, in
order that they may be entered in the list of those who are
authorized to vote, and that the admission-tickets indicating
the number of votes may be prepared.

Shareholders receive admission-tickets by virtue of their
names being included in the register of shareholders. The dis-
tribution of the tickets commences fourteen days and ceases
three days prior to the Meeting.

In the case of a General Meeting called in the manner speci-
fied in the second section of Art. 15 the distribution of the
admission-tickets ceases only on the day preceding the General
Meeting.

Agrrt. 20.

The plenipotentiary of the Treasury as a Shareholder of
the Bank, will be the person designated in writing by the
Minister of Finance prior to the holding of the General
Meeting.
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ArT. 21.

The resolutions of the General Meeting are valid when the
latter is attended by Shareholders representing at least one
fifth of the share capital, but for the taking of decisions regard-
ing the increase of the share capital, alterations in the Statutes,
or the winding up of the Bank, the presence of Shareholders
representing at least one half of the share capital is required.
In the absence of a quorum, another General Meeting shall be
called within 14 days, the decisions of which are valid irre-

. spective of the number of Shareholders present, and at which
only the matters placed on the agenda of the previous meeting,
which were not acted upon, may be discussed.

ArT. 22
.At General Meetings the chair shall be taken by the Presi-
dent of the Bank and in his absence by his substitute. The
minutes of the meeting will be kept by the secretary, who will
- be appointed by the chairman.

Art. 23.

Resolutions at General Meetings will be adopted by a simple
majority of votes, with the exception of decisions regarding
alterations of the Statutes and the winding up of the Bank
which require a majority of two thirds of the votes present;
in the case of elections, only those who have obtained more
than half of the votes will be considered as elected; if neces-
sary, the voting shall be repeated. Should the number of
votes be equal, the question shall be decided by drawing lots.

Shareholders representing one fifth of the votes present at
the General Meeting may elect one auditor and his alternate,
but in that case they are deprived of the right of participating
in the election of the other auditors and their alternates.

B. The Council of the Bank.
ArT. 24,

The Council directs the Bank’s policies in general, supervises
the work of the executives and decides on matters which do not
fall within the province of the General Meeting.
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The following duties in particular appertain to the Council :

a) the appointment of the General Manager and other

members of the Board of Directors and the presenta-

tion of their names for approval to the Minister of
Finance,

b) the issue of regulations governing the rights and duties
of the Board of Directors and the fixing of their
salaries,

c¢) the appointment of members of the Discount Com-
mittees,

d) the confirmation of the budget of expenditures of the
Bank drawn up by the Board of Directors,

e) the fixing of the discount, interest and commission
rates of the Bank,

f) decisions as to the purchase and sale of real property
(Articles 56 and 57) and with regard to participation
in undertakings specified in Art. 56,

g) the presentation of annual reports to the General
Meeting for confirmation.

ArrT. 25.

The Council of the Bank is composed of a President of the
Bank and a Vice-President of the Bank both appointed by the
President of the Republic and of 12 members who are elected
by the General Meeting which elects likewise each year three
alternates. If a member of the Council retires before the
expiration of his term of office or because of the protest of the
Minister of Finance (Art. 26), the vacancy shall be filled by
the alternate who obtained the largest number of votes. In
case of an even number of votes preference is given to the
senior alternate. The alternate shall carry on the duties of
the member until the next ordinary General Meeting.

ArT. 26.

The elective members of the Council shall be elected for a
period of three years.
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The Minister of Finance has the right to lodge a protest
against the election of any member or alternate within three
days after the election.

Every year four members of the Council retire in rotation
according to seniority but during the first two years the turn
to resign shall be decided by drawing lots. Retiring members
may be re-elected.

Azt. 26a.

By virtue of a resolution of the Bank’s Council passed by a
. majority of at least nine members of the Council and the
President of the Bank and approved by the Minister of
Finance the number of the members of the Council may be
increased by adding for a period not exceeding three years
one member to be elected by the Council of the Bank with the
same qualified majority of votes.

The election by the Council of the member chosen by the
Council must be confirmed by the next ordinary General Meet-
ing. In case of his death, resignation or inability to perform
his duties the Council shall elect a new member for his
unexpired term.

Art. 27.

During his term of office every elected member of the Coun-
cil must possess at least one hundred shares deposited in the
Bank and registered in his name. Should he represent a
juridical person, the shares are to be registered in the name
of the latter.

AsT. 28.

The members of the Council receive a remuneration for
attendance at meetings the amount of which will be fixed by
the General Meeting.

AzT. 29.

Deputies and senators, civil servants and members of the
armed forces of the State on active service, are not eligible
for membership of the Council The qualifications of the
members of the Council must correspond to the provisions of
Art. 16 paragraphs b) and c).
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A member of the Council who has lost the right of attend-
ing General Meetings or who is no longer eligible for the
Council, ceases to be a member.

Art. 30.

The Meetings of the Council shall be called by the President
of the Bank at least once a month, by written or telegraphic
notice.

At the request of four members of the Council a meeting
shall be called within one week.

ArT. 31.

At the Meetings of the Council the chair is taken by the
President.

Decisions will be valid if the meeting is attended by seven
members and the President or his alternate.

ArT. 32.

The resolutions of the Council of the Bank shall be taken
by a simple majority of votes with the exception of cases
requiring a qualified majority. In case of an equality of votes
the chairman shall be entitled to give the casting vote.

ArT. 33.

The minutes of the meetings will be kept by a person
appointed by the President.

Every member of the Council shall have the right to have
his separate opinion recorded on the minutes of the meeting.

Azt. 34.

The Council of the Bank shall determine the number and
the names of persons to sign obligations, correspondence and
all documents issued by the Bank.

A list of such procuration holders in the branches of the
Bank shall be exhibited in a prominent place in every branch
of the Bank.
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C. The President of the Bamk

Arr. 35

The President of the Bank shall be appointed by the Press-
dent of the Republic, om the recommendztion of the Comncil
of Miristers, for 2 period of five years, after the expiration of
which ke mzy be re-appomied.

The President of the Bank may mot be i the same timme
member of the Dt or Senzte nor coonpy 2 salamed govera-
. ment, roracipal oF private positiom; be may mot be member
of the mamaging or supervising badies of any vndertzking or
participate i them 25 partoer 2md he mmst fulfl the reguire-
ments of Art. 16 paragraphs b) and c).

The provisions of tiis artide do mot comcern omdertzkings @
which the Bank participetes m accordance witth Art 56

Axx. 36

The President shall receive out of the fmads of the Bank
a salary fixed by the Minister of Fimence o the recommnenda-
tion of the Councl of the Bank; he shall receive mo special
remmmeration for attendanee at meetings of the Cowncil.

Axr. 37.

The President may, on the recommendation of the Cowndl
of Mimisters, be removed from his post by the Pressident of
the Republic if he does not fulfd bis duties or is Incowmpetemnt
to fulfdl them, or becomes Foqualified in virtwe of Art 35.
The recommendation of the Cowmncil of Bimisters mest be
based on the repost of a Comemission zpponnted 2t the regumest
of the Mimnister of Finsmnre consisting of : cne member ap-
pointed by the Mimister of Finamee, ome mmember zppomted by
the President of the Supreme Court of Justice and ome memsber
zppointed by the President of the Sapreme Adummsstrative
Tribemal

Art. 33
The President will supervise zfl the affairs of the Bank, pre-
side at the meetings of the Coundl and look after the carrying
out of its decsions. He signs im the nemme of ihe Comneil the
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nominations of those members of the Board of Directors and
members of the staff whose appointments are reserved to the
Council.

The President has the right to suspend the carrying out of
any decision of the Council, if in his opinion such a decision
is contrary to the laws of the country, the Statutes of the
Bank, or the interest of the State in particular with regard
to the duties set forth in Art. 1. The suspended decision must
be submitted to the Minister of Finance and will not be carried
out if the veto of the President is approved by the Minister
within three days.

The President may attend the meetings of the Board of
Directors in an advisory capacity. If, however, in the opinion
of the President a decision taken by the Board of Directors
is not in accordance with the fundamental aims of the Bank,
he can suspend its operation pending decision by the Council
of the Bank.

Agrr. 39.

The President submits to the Minister of Finance, once a
month, a report on the affairs of the Bank.

In order to keep in close touch with the Bank, the Minister
of Finance has the right to appoint the Commissioner of the
Bank who may attend the meetings of the Council and the
Board of Directors in an advisory capacity and who may
demand from the management of the Bank any information
he requires.

ARgrT. 40.

The Vice-President of the Bank will be appointed by the
President of the Republic on the recommendation of the Coun-
cil of Ministers for a term of five years.

His qualifications should comply with the provisions of
Art. 35.

The Vice-President acts as substitute for the President of
the Bank in the absence of the latter. The President may turn
over to him part of his duties.

The Vice-President receives out of the funds of the Bank
a salary which is fixed by the Minister of Finance on the
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recommendation of the Council of the Bank; he receives no
special remuneration for attendance at meetings of the Council.
The Vice-President may be re-appointed. His removal
from his post before the expiration of five years is possible
only in accordance with the proceedings set forth in Art. 37.

Agrrt. 41.

Before taking office the President and the Vice-President
take an oath before the President of the Republic that they
will carry out their duties in accordance with the aims and
the Statutes of the Bank, and that with all their ability they
will strive that the Bank shall fulfi] its public functions.

A similar oath is taken by the members of the Council before
the President of the Bank.

D. The Board of Directors.

ArT, 42.

The Board of Directors of the Bank is its executive and
administrative organ and is composed of a General Manager
and Directors whose number is fixed by the Council. They
are elected by the Council and approved by the Minister of
Finance. The members of the Board cannot be deputies or
senators and they cannot occupy salaried posts outside of the
Bank, except in undertakings, in which the Bank participates
pursuant to Art. 56.

During the absence of the General Manager one of the
Directors, appointed by the Council acts on his behalf.

The General Manager and Directors will draw salaries, fixed
by the Council of the Bank, which salaries cannot be made
dependent on the profits or the turnover of the Bank and the
undertakings in which the Bank participates (Art. 56).

Arr, 43,

The General Manager or his alternate attends the meetings
of the Council without the right to vote and submits to it the
recommendations of the Board of Directors.

161



ARrT. 44,

The meetings of the Board of Directors are called by the
General Manager or his alternate whenever necessary; notice
of the holding of the meeting is given to the President of the
Bank. Minutes of the resolutions shall be kept in concise form
and copies shall be sent to the President. The decisions are
taken by a simple majority of votes.

E. The Auditing Committee.
Agr. 45, '

The General Meeting elects from among its members five
auditors and three alternates (Art. 23) for the Auditing Com-
mittee. The Auditing Committee examines during the first
quarter of each year the books of the Bank and submits its
report to the General Meeting. Apart from this function the
Auditing Committee may investigate any particular transac-
tion of the Bank, after previous understanding with the
President of the Bank. The latter may also demand such
an investigation.

The Auditing Committee has the right to demand from the
Council or the Board of Directors of the Bank any explana-
tions as well as the presentation of the necessary books and
vouchers. .

The Auditing Committee elects a chairman from among
its members and takes its resolutions by a simple majority
of votes. The presence of at least three members is required
to render valid decisions.

A retiring member of the Auditing Committee is replaced
by the alternate who received the largest number of votes.
Alternates may also perform the functions of members of the
Auditing Committee in the absence of a member.

The salaries of the members of the Auditing Committee are
fixed by the General Meeting.
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IV. ISSUE OF BANK-NOTES.

ArT. 46.

Until the 31st December, 1944, the Bank has the sole right
to issue bank-notes which are legal tender and have unlimited
power to liquidate obligations except in cases where pursuant
to an explicit provision of law or of contract payment is
required to be made in another manner.

This privilege may be prolonged by a special law.

Axr. 47.

The Bank shall be obliged to give gold coins in exchange
for bank-notes on demand and without limitation as to amount.

The date of the beginning of the obligatory convertibility
of bank-notes into gold in accordance with the monetary law
shall be fixed by a Decree of the Council of Ministers issued
on the recommendation of the Minister of Finance and based
on a resolution of the Council of the Bank.

Pending the establishment of convertibility of bank-notes
as contemplated in the first section of this Article, the bank-
notes shall be payable at the Bank’s option in:

a) gold coins,

b) gold bars at the relation of 5924.44 zlotys to one

* kilogramme of fine gold,

c) foreign drafts in currencies convertible into gold
according to mint parity; the Bank is entitled to
charge in such cases a premium equal to forwarding
charges of gold from Warsaw to the locality where
the drafts are payable.

The bank-notes shall be convertible only at the Head Office
of the Bank at Warsaw, and only in amounts exceeding
20.000 zlotys.

Agr. 48.

The denominations of the notes to be issued by the Bank
are determined by the Council with the approval of the Min-
ister of Finance. Before new notes are put into circulation a
full description of them must be ‘published in the Official
Gazette.
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ART. 49.

The withdrawal from circulation of notes of a certain de-
nomination or of all notes issued may be voted by the Council
of the Bank subject to the approval of the Minister of Finance.
The date fixed for the retirement of the notes, after the expira-
tion of which they will be void, shall be published in the Official
Gazette (Monitor Polski) and shall not be less than six months
from the date of publication.

The equivalent of the notes not presented within the time
prescribed shall be credited to the account of the Treasury.

ARrT. 50.

The counterfeiting of bank-notes is subject on the territory
where the Russian Penal Code of 1903 is in force—to the
penalties provided for counterfeiting Polish government notes,
on the territory where the Austrian Penal Code of 1852 is in
force—to the penalties provided for counterfeiting of public
securities, and on the territory where the German Penal Code
of 1877 is in force—to penalties provided for the counterfeit-
ing of the paper currency of the country.

The above penal codes will be enforced both for the-counter-
feiting and uttering of bank-notes or for the attempt to do so.

Arr. 51,

The notes in circulation and the sight liabilities of the Bank
must be covered to the amount of at least 40 per cent by
the following:

a) gold in coins and bars,

b) silver at its gold value, which item however may not
exceed 5 per cent of the holdings of gold,

c) foreign monies,

d) balances with foreign banks of highest standing pay-
able on demand or on not more than 30 days notice,

e) cheques and drafts on foreign banks of highest stand-
ing payable at sight,
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f) bills of exchange accepted or endorsed by foreign
banks of highest standing and payable within a period
of 90 days.

The assets specified in paragraphs ¢) d) e) and f) must be
in terms of foreign currencies convertible into gold.

The Coumcil of the Bank shall determine which foreign
currencies comply with the above conditions.

In calculating the net reserve the following items shall be

deducted :

a) sums derived from loans secured by the gold of
the Bank,

b) the Bank’s obligations in foreign currencies payable
within a period of 90 days.

The Bank shall carry three-fourths of its minimum reserve
requirements, calculated according to this article, in gold coin
and bars.

Art. 52.

Whenever the reserve ratio calculated in conformity with
Art 51, shall fall below 40 per cent, the Bank shall pay to the
Treasury a tax on the excess circulation of notes above the
sum covered to the amount of 40 per cent according to the
following scale:

gpercunpermiiﬂ:mraﬁofausbdmﬂpucmt
” - - £l » - N » » » L]
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"to 30 per cont incl
and finally, in case of a further fall, the 10 per cent tax shall
be increased by one per cent for each one per cent by which
the reserve ratio falls below 30 per cent.
The tax shall be computed every ten days in connection with
the preparation of the ten-day balance sheets. -
If the reserve ratio falls below 40 per cent the discount
rate of the Bank must exceed 6 per cent by at least one third
of the rate of the tax paid to the Treasury.
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ArrT, 53.

Bank-notes in circulation which are not covered by assets
specified in Art. 51 must be covered by:

a) bills of exchange and other securities specified in
Art. 55 par. a),

b) Polish silver coins and token money, not in excess
however of 5 per cent of the total amount of bank-
notes issued,

¢) loans against securities specified in Art. 63,

d) interest bearing securities as specified in Art, §s
par. e),

e) the debt of the State Treasury on account of the non-
interest bearing credit, of which the Treasury may
avail itself up to the amount of 50 million zlotys
throughout the duration of the Bank’s privilege of
note issue.

ART. 54.

The Bank will buy gold against bank-notes on demand at
the statutory relation with a deduction of charges for minting,
testing and other fees collected by the Government.

V. OPERATIONS OF THE BANK.

ARrrT. 55.

In addition to the issue of notes (Art. 46-54) the operations
of the Bank are as follows:

a) discount of bills of exchange, warehouse-certificates,
securities and coupons (Art. 58-60),

b) granting of loans against collateral consisting of
securities mentioned in Art. 63,

¢) purchase and sale of gold and silver,

d) purchase and sale of foreign currencies, bills, cheques
etc., keeping of accounts in foreign countries and
utilization of credits necessary for these operations;
in connection herewith the Bank is authorized to
pledge its bill portfolio and other securities and to
re-discount domestic and foreign bills of exchange;
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e) purchase and sale for its own account of interest
bearing Government, communal and mortgage bonds
provided that not more than 10 per cent of the Bank’s
own capital may be engaged for this purpose.

f) acceptance of deposits (Art. 69) and opening of cur-
rent accounts,

g) sale of cheques and money orders drawn on its own
branch offices,

h) collection of bills of exchange and other documents,

i) receiving of deposits for safekeeping and adminis-
tration (Art. 71),

j) all other banking operations for account of its
customers.

AgT, 56.

The Bank may not purchase any shares of stock or partici-
pations in enterprises for its own account with the exception
of shares and participations in undertakings entrusted with
the printing of bank-notes and other securities (Polska
Wytwérnia Papierbw Wartosciowych—Polish  Securities
Printing Works), undertakings whose purpose is the construc-
tion and maintenance of grain elevators and undertakings
organized in conjunction with the Minister of Finance for
the direct purpose of facilitating the operations of the Bank.
The participation of the Bank in the share capital of the above
mentioned undertakings may not exceed in the aggregate 25
million zlotys.

With the exception of the cases specified in Art. 57 the
Bank may not purchase real estate for its own account, unless
it be required for the offices of the Bank or the residences
of the Bank employees.

The Bank may neither grant credits against its own shares
nor purchase them for its own account; however it has the
right to purchase them for the purpose of investing the pension
fund of the Bank’s staff therein.
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Arr. 57.

The Bank may purchase real estate for its own account and
take over mortgages and other rights by cession, auction or
execution, but only for the purpose of covering doubtful and
overdue debts. The Bank must dispose of such properties
at the latest within one year from the date of purchase. An
extension of this term requires the approval of the President
of the Bank.

. Art. 58.

The Bank may discount bills of exchange resulting from
actual commercial transactions. The maturity of these bills
may not exceed three months and they must be payable in
localities in which a branch or an agency of the Bank is estab-
lished. They must ordinarily bear the signatures of at least
three absolutely reliable firms or individuals, but by exception
may bear only two such signatures.

Warehouse-certificates presented for discount must be pay-
able likewise at the latest within three months and must bear
the “signatures of at least two absolutely reliable firms or
individuals.

Warehouse-certificates fully guaranteed by agricultural
products and bills of agriculturists for purchase of seeds,
artificial fertilizers, agricultural machinery and tools and live-
stock may be payable in six months, but the total amount of
these warrants and bills may not exceed 20 per cent of the
Bank’s portfolio.

The Bank is not obliged to disclose its reasons for non-
acceptance of a bill for discounting.

ARrT. 59.

The discounting of bills will be effected in all parts of Poland
at a uniform rate of discount, which is fixed by the Council
and published in the Official Gazette.

Agr. 60.

The Bank may discount Government, communal and mort-
gage bonds and their coupons, payable at the latest within
within three months from the date of discount.
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The total amount employed for discounting such securities
may not exceed 10 per cent of the bill portfolio.

Agr. 61.

The bills presented for discounting are examined by Dis-
count Committees.

The Discount Committees decide by a majority of votes on
the eligibility of bills and other securities, within the limits
of the credits granted to individual clients.

~ The Discount Committees are presided over by the Branch
Managers of the Bank. The chairman may reject bills or
securities in spite of previous approval by the majority of the
members of the Discount Committee, but must at the request
of the committee, submit such cases to the Board of Directors.

ArrT. 62.

The members of the Discount Committees are appointed
by the Council from among persons possessing a good knowl-
edge of agriculture, industry and trade in a given district,
after consultation with the business associations of that dis-
trict. The Council will take steps to ensure that the more
important branches of industry and commerce are represented
on the Discount Committees.

The members of the Discount Committees are elected for
three years and may be re-elected.

They receive no remuneration for the performance of
their duties.

Members of the Discount Committees are under obligation
to act with the greatest impartiality and conscientiousness
and to treat these conferences as strictly confidential. No
member is allowed to express his opinion, or to vote, or to
influence other members in connection with the acceptance of
bills or other securities of firms in which he is interested.
Before taking office, the members of the Committees take an
oath before the President of the Bank, or a person appointed
by him. The text of the oath shall be determined by the
Council.
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Near relatives, and partners of, as well as employees in,
undertakings owned by members of the Council or Discount
Committees cannot be appointed members of these Committees.

ARrr. 63.

The Bank may grant loans and may open credits, for a
period not exceeding three months, against the following
collateral:

a) gold and silver,

b) bonds bearing fixed interest listed on the Polish Stock
Exchanges to an amount not exceeding 20 per cent
of the Bank’s bill portfolio.

¢) bills of exchange with a maturity not exceeding six
months payable in this country or abroad in Polish
or foreign currency, provided that the bills comply
otherwise with the conditions laid down in Art. 58,

d) foreign currencies, bills, cheques etc. provided they
comply with the provisions laid down in Art. 51
paragraphs c); d), e) and f).

ART. 64,

A collateral transaction is effected by the handing over to
the Bank of the collateral securities, accompanied by a declara-
tion from their owner authorizing the sale of the securities
by auction or on the Stock Exchange in the event of the non-
payment of the loan within ten days from the date of its
maturity.

ART. 65.

The interest rate to be paid on loans guaranteed by collateral
securities must be at least one per cent above the discount rate
in force during the time for which the interest is calculated.

The Council of the Bank shall determine the other condi-
tions and standards for such loans, and in particular draw up
the list of securities and stipulate to what percentage of their
value they will be accepted as collateral.
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ARrT. 66.

If a debtor wishes to repay any debt to the Bank before it
is due, he shall have the interest on the unexpired period
refunded to him in accordance with principles laid down by
the Council of the Bank.

ARrrT. 67.

Should a loan guaranteed by a security not be repaid on
the due date, the Bank will have the right to sell the security
- for the account of the debtor without applying to the Courts
and without declaring the debtor in default. The sale may
be effected on the Stock Exchange or-by public auction through
the intermediary of a notary public. The Bank is not obliged
to inform the debtor of the proposed sale. The amount exceed-
ing the debt to the Bank is placed at the disposal of the debtor
after deduction of the expenses of the Bank incurred in con-
nection with the sale of the collateral.
The Bank has the right to claim direct from the debtor the
repayment of the debt, which was not paid on maturity regard-
less of its recourse to legal proceedings based on the collateral.

ARrrT. 68,

The securities held as collateral by the Bank are not subject
to protest or seizure for the collection of outstanding private,
Government or other debts, and cannot before the full settle-
ment of the Bank’s claim including principal, interest and
expenses of the advance, be transferred to the bankrupt’s estate
in case of the debtor’s bankruptcy.

The sale of the pledged securities effected in accordance
with Art. 67 cannot therefore be stopped by legal action.

ARrT. 69.

The Bank may receive on current, non-interest bearing
accounts, against a simple receipt, domestic and foreign moneys
and bank-notes to be repaid on demand or at a fixed date.
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With the consent of the Minister of Finance the Bank may
likewise accept interest bearing deposits but only from the
members of its own staff.

The Bank may refuse to open accounts or to accept
deposits and it may close any existing account without giving
the reason for such action.

ArT. 70.

At the request of the Minister of Finance the Bank is
obliged to accept and effect payments to and from the account
of the Treasury free of charge. In addition it may act as
fiscal agent on behalf of the Treasury, provided that the
transactions involved do not increase the Government’s indebt-
edness to the Bank.

Arr. 71.

The Bank receives for safekeeping gold, silver, cash and
documents, in unsealed packages, as well as securities for
safekeeping and administration. Government Departments
and Courts of Justice authorized to accept deposits may allow
these to be placed with the Bank. Such a deposit is then equal
to one effected with those authorities or Courts of Justice who
granted the permission, on condition that the depositor con-
forms to the restrictions laid down in the permit.

The depositing of securities with the Bank includes also
trust funds, which may be deposited with the Bank on condi-
tion that the following procedure is observed: a deposit cer-
tificate shall be issued, on which the securities deposited and
the owner's name are stated; instead of the coupon sheets
an authorization giving the name of the person authorized
to collect coupons, is delivered; the handing over of coupons
is noted each time on the authorization.

Agt. 72,

Deposit certificates issued by the Bank are transferable by
endorsement, unless another mode of procedure be fixed at the
time of the making of the deposit. The Bank may demand
that the endorsement be confirmed by a court of justice or a
public notary.
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Arr. 73.

The Bank transacts all operations in accordance with the
present Statutes. In cases not provided for herein, the pre-
scriptions of the existing law will be applied, )

The scope and methods of conducting business authorized
by the Statutes are fixed by the Council.

VI. ANNUAL REPORT, BALANCE SHEET AND DISTRIBUTION
oF ProFITS.

ARrT. 74.

The financial year of the Bank corresponds to the calendar
year.

Securities owned by the Bank are calculated in the balance
sheet at the rate quoted on the Stock Exchange on the 31st
December; should there be no quotations on that day—at the
rate of the preceding days. Should however the rate quoted
on the Stock Exchange exceed the purchase price, the latter
is taken. .

Of the overhead charges only expenses connected with the
issue of bank-notes can be spread over a number of years.

ARrT. 75.

From the total annual net profit 10 per cent shall be credited
to the reserve fund, until such time as it amounts to 20 per cent
of the share capital; in the following years 5 per cent shall
be set aside for the reserve fund, until it amounts to 50
per cent of the share capital.

From the remginder the Shareholders first receive a divi-
dend not exceeding 8 per cent. Should the surplus, available
after making the transfer to the reserve fund, not exceed 12
per cent of the share capital, out of the balance remaining
after the subtraction of an 8 per cent dividend, one half shall
be distributed among the Shareholders as super-dividend, the
other half shall be paid to the Treasury. Should the profit,
less the fund placed to reserve, exceed 12 per cent of the share
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capital, out of the balance remaining after the subtraction of
the 8 per cent dividend, of a 2 per cent super-dividend and
payment of 2 per cent to the Treasury—one third shall go to
the Shareholders and two thirds to the Treasury.

If the annual profit is not sufficient to enable the distribution
of a dividend of 4 per cent, and if at the same time the reserve
fund exceeds 10 per cent of the share capital, the reserve fund
may be used to make up a 4 per cent dividend.

ART, 76.

The reserve fund is intended to cover losses and amortiza-
tions, which cannot be covered out of the annual profits, and
for the completion of dividends up to 4 per cent (Art. 75).

At least half of the reserve fund. must be invested in
Government bonds.

Agrr, 77.

The shares of the Bank as well as the dividends and the
super-dividends are tax exempt up to December 31st, 1937.

Arr. 78.

The following statements shall be published by the Bank
in the Official Gazette (Monitor Polski) :

a) the annual balance sheet and the profit and loss

* account not later than a fortnight before the General
Meeting, .

b) a summarized balance sheet for each ten-day period
at the latest seven days after the expiration of such
period.

The summarized balance sheet must contain :
‘A. On the Assets side:

a) precious metals: gold and silver at their gold value
(Art. 51, paragraphs a) and b),

b) foreign currencies, bills, cheques, drafts and balances
with foreign banks included in the reserve against
bank-notes in circulation,

c) Polish silver coins and token money (Art. 53, par. b),
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d) bill portfolio (Art. 55, par. a),
e) loans against securities (Art. 63),
f) discounted (Art. 60) and purchased interest bearing
securities (Art. 55, par. e),
g) the Treasury debt (Art. 53, par. e),
h) buildings and equipment,
i) other assets,
B. On the liabilities side:
a) share capital,
b) reserve fund,
¢) bank-notes in circulation, :
d) deposit accounts and other sight liabilities,
e) other liabilities. : :

VII. WINDING UP OF THE BANK.

Agr, 79.

The Bank Polski may be wound up in virtue of a resolution
taken by a majority of two thirds of the votes present at a
General Meeting, specially called for the purpose. The agenda
of this Meeting, including the question of the winding up of
the Bank, must be published in the Official Gazette not later
than four weeks before the date of the meeting. If the resolu-
tion for the winding up of the Bank is passed before the expira-
tion of the term for which the Bank received the right to issue
bank-notes, it shall require confirmation of the Legislature.

Arr. 80.

In the event of the expiration of the right to issue bank-
notes or of the liquidation of the Bank at an earlier date, the
Treasury may take over the Bank, fully or partially, in virtue
of a special law, at its balance sheet value, after verification
by the Minister of Finance.

Agrr. 81.

In the event of the taking over of the Bank by the Treasury,
the amount established as its value shall be handed over to
the Council of the Bank for payment to the Sharcholders. The
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Council represents the interests of the Shareholders in the
settlement and its competence in respect to matters resulting
from the taking over of the Bank expires after the payment
is made.

Arr. 82

Should the Government not exercise its right of taking over
the Bank after the expiration of the note issue privilege, or
should it exclude certain departments of the Bank, the General
Meeting may decide upon the continuation of the operations
of the Bank with the exception of the issue of bank-notes and
of all rights and obligations appertaining thereto and of all
other special privileges. In the latter case the Government
acquires the right to the name of the Bank, while a General
Meeting of the present Shareholders will draw up new Statutes
under which the Bank will be subject to the same regulations
as other joint stock banks. The Government cannot refuse
the approval of the new Statutes if they are in accordance
with the existing general regulations.

ArrT. 83.

The resolution to continue the operations of the Bank as
an ordinary joint stock bank must be passed at a General
Meeting by a majority of two thirds of the votes.

ArT. 84.

If the Treasury does not take over the Bank, its liquidation
shall be effected in accordance with the general regulations for
the winding up of limited companies.

VIIIL. SpecIAL PRIVILEGES OF THE BANK.

ArT. 85.

The Bank of Poland is exempt, with the exception of the tax
on land and buildings, from all Government and communal
taxes as well as from all stamp duties.
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Art. 86.

No stamp duty is payable on the Bank’s books or on docu-
ments issued by the Bank or its branches.

ArT. 87.

The books of the Bank and the extracts therefrom, if duly
made out, are public documents possessing the power of evi-
dence and the evidences of indebtedness together with extracts
from the Bank’s books have the power of writs of execution
and of mortgages.

Arr. 83.
The Bank is free from the duty of registration.

ArT. 89.

The Bank can be sued only before the competent Court of
Justice at Warsaw.

Art. 90.

Disputes between the Government and the Bank, arising out
of the application of the present Statutes and in connection
with the right of issue of bank-notes, shall be decided by a
Committee of Arbitrators without further legal proceedings.

The Committee of Arbitrators will be composed of the Presi-
dent of the Supreme Court as Chairman and of four members,
two of whom will be appointed by the Council of Ministers
and two by the Council of the Bank.

The decisions of the Committee of Arbitrators are passed
by a simple majority of votes after previous hearing of the
representatives of the Government and of the Council. In
the event of an even number of votes, the Chairman has the
casting vote. The Committee of Arbitrators is not restricted
in its activities by special regulations, but is bound to assign |
definite reasons for its decisions.
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30. FIRST REPORT OF THE FINANCIAL
ADVISER.

Warsaw, January 18th, 1928.
To THE BANK OF PoLAND:
I have the honor to submit herewith my first quarterly
report as the Foreign Member of the Council of the
Bank of Poland and Financial Adviser to the Polish
Government. This report is prepared in accordance
with the provisions of the Stabilization Plan, Part
111, Paragraph 3.
Very respectfully,
CHarLEs S. DEWEY
Foreign Member of the Council of the
Bank of Poland and Financial Adviser
to the Polish Government.

REPORT OF THE FINANCIAL ADVISER
INTRODUCTION

With the view to stabilizing the zloty on a gold basis, estab-
lishing Poland's credit at home and abroad, and ensuring a
solid foundation for the economic development of the country,
the President of the Republic of Poland, by decree dated Octo-
ber 13th, 1927, adopted a program of stabilization. On Octo-
ber 15th, 1927, the Republic of Poland contracted a loan for
the purpose, among other things, of providing the Republic
with funds requisite to enable it to carry out this Plan of
Stabilization.

The Stabilization Plan provides for the election of an Amer-'
ican as a member of the Council of the Bank of Poland to
assist and advise the Bank in relation to its duties under the
Stabilization Plan. The Government also agrees that this
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American member of the Bank of Poland’s Council shall be
appointed Financial Adviser to the Republic of Poland to assist
and advise the Government through the Ministry of Finance
as to the various measures provided for in the Plan. The
American member of the Council of the Bank of Poland, here-
inafter called “ the Adviser ”, is elected for a period of three
years. During his tenure of office he will also exercise certain
functions as representative of the Fiscal Agents of the Loan.

While the Stabilization Plan relates in detail various meas-
ures to be taken to make it fully effective, it mentions only
incidentally (Part III, Art. 5) as a possibility an arrange-
ment—which has since become an actuality—an arrangement
by which fourteen of the Central Banks of Issue of the world
have agreed to assist Poland to continue its economic stability.
This arrangement reflects the spirit of cooperation that under-
lies the entire Plan. It witnesses the public interest and confi-
dence that Poland will pursue a course of hard work and follow
a program of sound economic principles which will place her
in a high position among those nations that have shown their
friendship for her.

The Stabilization Plan provides that the Adviser will prepare
a quarterly report on the progress of the various aspects of the
Plan. The report will be addressed to the Bank of Poland
which will promptly publish it.

It is the Adviser’s intention not only to cover in his reports
the measures referred to, but also to describe the general situ-
ation as regards the credit of Poland and the economic condi-
tions as they exist in the country. Such estimates of conditions
will be stated with all frankness and as a result of information
gained as far as possible at first hand.

This first report covers only the first six weeks of the
Adviser’s residence in Warsaw. During this period all efforts
have been directed to the development of machinery for putting
into operation the measures provided for in the Stabilization
Plan and under the Loan Agreement between the Government
of the Republic of Poland and the Fiscal Agents of the
External Loan, 1927.
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Part I

BUDGETARY, FISCAL AND ADMINISTRATIVE MEASURES

As shown in Annex III to this report, the first nine months
(April to December) of the fiscal year 1927-1928 have been
quite prosperous for the government finances. As a result the
total receipts have exceeded expectations by a considerable mar-
gin. The original estimate of receipts for the first nine months
amounted to 1.495,000.000 zlotys; actual collections were
1.968,700.000 zlotys. Although actual expenditures also
exceeded estimates the surplus of receipts was 214,000.000
zlotys. At the present rate it is expected that the receipts for
the entire twelve months will reach at least 2.600,000.000
zlotys, and after providing for expenditures as now anticipated
of about 2.300,000.000 zlotys will show a surplus of about
300,000.000 zlotys.

At the time the Stabilization Plan was drafted, it was not
foreseen that existing revenues would produce so large a
budgetary surplus, and the plan provided that the Government
should at once create additional revenues above the budget esti-
mates of at least 300,000.000 zlotys for additional expenditures
for administrative purposes and for the service of the Stabili-
zation Loan and in order to create a substantial surplus, As it
is expected that the existing system will produce considerably
more than this sum, the Government has not deemed it neces-
sary to create new forms of revenue or to increase tax rates at
the present time.

The Government is now considering an increase of pay to its
employees, whose salaries have scarcely kept pace with the
advance in cost of living resulting from the depreciation of the
zloty in 1925 and 1926. The exact rate and method of increase
has not yet been decided upon, but from information received
any additional expenditures for this and other administrative
purposes, including the service of the loan, will still leave a sub-
stantial surplus for the fiscal year 1927-1928.

The budgetary provisions of a general order in the Stabiliza-
tion Plan are being followed. The budget for the fiscal year
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1928-1929, as at present forecasted, shows receipts of
2.350,395.000 zlotys and expenditures of 2.228,251.000 zlotys.

Receipts, being intentionally estimated conservatively, as thus
put at a figure considerably less than will be actually attained
in 1927-1928, while expenditures are estimated at a figure not
much differing from the probable actual total for 1927-1928.

A monthly statement will be sent by the Ministry of Finance
informing the Adviser of any alterations in the annual budget
subsequent to its promulgation, and this statement will also
itemize any re-allocations of revenue from one item to another,
- all of which are subject to the approval of the Minister of
Finance. It will also make mention of the allotments and actual
expenditures under the system. of monthly administrative
budgets, which system is being continued.

Pursuant to the Stabilization Plan, the Minister of Finance
has entered into an agreement with the Bank of Poland,
whereby all the free funds of the Treasury will be deposited
with that Bank, excepting those funds remaining in the
Treasury Cash Offices or the Postal Savings Bank, the primary
collecting agencies.

The Bank of Poland will receive not later than the 15th day
of each month a report stating the balances, as of the last busi-
ness day of the preceding month, in the Treasury accounts with
the Postal Savings Bank and the Cash Offices.

The report of December 30, 1927, gives the following
balances:

In the Treasury Cash Offices.... zI  79,418.529
In the Treasury account in Postal

Savings Bank .............. » 15,873.487
In the Treasury account of the

Bank of Poland ............ » 226,789.993

2l 322,082.009

The free funds of the state-owned non-commercial enter-
prises, including among others the state railways, the state
forests and the tobacco and spirits monopolies, will be kept sep-
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arate from the general government funds, and for the present,
at least, will continue to be deposited with the banks owned and
operated by the Government. It is not thought that the use of
their deposits in these banks will affect the monetary and credit
policy of the Bank of Poland as the amounts are comparatively
small, representing only working capital. The Government
takes as its profit all sums earned by these enterprises in excess
of necessary current requirements,

The Minister of Finance controls the budgets and financial
operations of the state-owned enterprises through his repre-
sentatives. A detailed statement as to the actual organization
of this system of control is being prepared for the Adviser.

A plan for the organization of the railways on an autono-
mous basis or * régie intéressée ” is now being formulated by
the Government. The Ministry of Finance will provide the
Adviser with a copy of this plan when completed.

The Minister of Finance has announced his intention to
appoint a committee of experts to prepare a plan of tax reform
and to make recommendations for the necessary changes in the
existing system. He has already appointed a committee repre-
senting the different types of banking interests in Poland, to
study the commercial banking laws and propose measures for
* the improvement thereof.

The Adviser is informed that since the date of taking effect
of the Stabilization Plan the Minister of Finance has not made
use of the broad powers given him by Article 9 of the 1927
budget law, allowing treasury funds to be lent to State Banks,
municipalities, public enterprises and for other purposes, but
has proceeded as if the revised article which, under the Plan,
is to be incorporated in the 1928 budget law, were already in
effect. The proposed budget law of 1928 provides that Treas-
ury funds may be loaned to municipalities under the condition
that such advances do not exceed 20% of the total funds
derived from taxes collected by the Treasury on behalf of the
municipalities as a whole during the year. For the period of
operation of the Stabilization Plan the actual proportion of
such loans has been between 5% and 6%, and it is not antici-
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pated that the limit of 20% will in the future be attained.
Arrangements have been made whereby the Adviser will be
currently informed of such loans to municipalities as well as of
the total expected revenue to be collected by the Treasury on
behalf of the municipalities as a whole.

The Minister of Finance is preparing a plan whereby all
external borrowing requirements either by the Government or
by municipalities must be submitted to him for his approval
before any negotiations are commenced. He also contemplates
asking for legislation that will in a considerable measure give
. the Government control over private external borrowings.

The provisions contained in the Plan for the retirement of
the floating debt have been fully complied with. This debt,
which matured at various dates prior to December 31, 1927,
has all been paid off.

Government receipts are well in excess of expenditures at the
present time and unless some unforeseen condition arises should
continue to show an excess. For this reason the Treasury
Reserve provided for in the Plan to enable the Treasury to
meet current expenses when current receipts are temporarily
insufficient will not be immediately employed.

Part II
MONETARY STABILIZATION

The currency of Poland has been stabilized de facto for more
than a year.

As part of the Program of Stabilization the Government
agreed to take a number of measures to render this stability
legally effective. By decree of the President of the Republic,
dated October 13, 1927, the currency of the Republic of Poland
is on a gold basis. The standard of value is the zloty which is
divided into 100 groszes.

For mint parity 5924.44 zlotys are coined out of one kilo~
gram of pure gold. Gold coins will be minted of a composition
consisting of 900 parts of pure gold and 100 parts of alloy.
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One kilogram of this composition is coined into 5332 zlotys.
The proposed coins will be of the following denomination:
The 100 zloty piece containing 18.7546 grams (9/10 fine)
”» 50 ” ” »” 9.3773 ”
» 25 ” » » 4.68865 ”

The relationship of the gold zloty to other gold currencies
is as follows:

8.914 zlotys are equivalent to one United States Dollar
43.381 ,, ” » ,» one Pound Sterling.
.72, » ,» one Gold Franc.

The former legal value of the zloty was the same as that of
the gold franc, so that the revalued unit is equal to (1 divided
by 1.72) 58.14 percent of the former unit.

The Polish Government under the law of October 22, 1926,
has renounced its right of issue of paper money. At the time
of stabilization became effective, de jure, there were outstand-
ing 280,000.000 zlotys of Treasury notes circulating as money.
The Stabilization Plan contemplated their retirement in two
ways:

a) The liability for 140,000.000 zlotys to be assumed by
the Bark of Poland upon payment to it by the Government of
an equivalent sum out of the proceeds of the loan.

b) The government will deposit with the Bank of Poland
90,000.000 zlotys to be used by it in minting silver coins not
less than 500 fine, of 2 and 5 zloty denomination, to the total
amount of 140,000.000 zlotys. The balance of the present
Treasury note issue to be retired therewith.

As a matter of fact the retirement of 140,000.000 zlotys of
Treasury notes was effected in November out of the free funds
of the Treasury, this account being reimbursed directly from
the proceeds of the loan. No bank notes consequently were
issued to replace Treasury notes. The 140,000.000 zlotys of
Treasury notes to be retired by exchange of silver coin remain
outstanding, pending arrangement for the minting of an
equivalent amount of coin.

The Bank of Poland is charged with, and henceforward will
by all means in its power seek, the permanent stability of the

184



zloty, and with this end in view has taken a number of meas-
ures which required a modification of its statutes. By decree of
the President of the Polish Republic dated November 5, 1927,
the new statutes became legally effective. The chief changes
are given below and their effect may be traced by reference to
the Bank of Poland’s statements.

1) The old statutes provided that the Bank should maintain
a 30% cash reserve against its note circulation liability. This
percentage was increased and the requirements broadened in
the new statutes, by directing the Bank to maintain a 40% cash
- reserve against its deposit liability as well as its note circulation
liability. Of this 40% the statutes require three quarters, that
is, 30%, to be in gold coin or bullien. The Bank of Poland
has recently contempleted its purchase of sufficient gold to
bring its holdings up to the requirement, and now (December
31, 1927) has in vault or under “ earmark ” 31,1% of its note
and deposit liability. It is the policy of the Bank to hold only
substantially. the minimum amount of gold required by the
statutes, investing the balance of its cover in foreign bills
readily convertible into gold.

2) During the year 1925 the Bank of Poland was doing all
in its power to arrest the depreciation in the value of the zloty,
using as one method the making of loans secured by devisen
arising from credits granted by foreign business concerns to
Polish concerns. Holders of bills payable in stable foreign
currencies were often unwilling to sell their bills to the Bank
to be added to its depleted exchange reserve. To overcome the
reluctance of the bill holders to relinquish their ownership by
sale, the Bank of Poland instituted a plan of acquiring the bills
under a form of repurchase agreement. Transactions of this
kind were shown in the Bank’s statement under the asset item
“ avances sur reports ” and the contra liability “ engagements
provenants de reports”. New transactions of this sort have
now been suppressed and the outstanding amounts, together
with the item of accounts in foreign currencies (“comptes en
monnaies étrangéres ') have been consolidated under the items
“ divers "’ on both sides of the statement.
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3) The Stabilization Plan and modified statutes provide for
an increase of the capital of the Bank of Poland from 100
million zlotys to 150 million zlotys, the Treasury to purchase
the new stock at a price to be agreed upon by itself and the
Bank, after giving consideration to the book value of the stock.

As already stated, on October 13, 1927, by decree of the
Government the Polish zloty, formerly the equivalent the gold
franc, was revalued so that one gold franc equals 1.72 zlotys.
This devaluation of the zloty made it necessary to increase the
nominal amount of certain assets of the Bank theretofore
expressed in terms of zlotys of the value of one gold franc.
The corresponding increase was taken up on the other side of
the balance sheet as a special reserve. The apparent increase in
book value of the stock by about 80,000.000 zlotys represents
thus merely a change in the unit in which the value of these
assets is expressed.

Despite the fact that after this revaluation of assets the
balance sheet of the Bank prior to capital increase showed a
book value of 184 zlotys per share, the old stock had been
selling on the Warsaw stock exchange at a price of 155, which
included dividend to be declared shortly after January lst,
1928. In deciding upon the price to be paid for the stock by
the Treasury the current price of the old stock rather than its
book value was the controlling factor, and a conclusion was
reached to fix this price at 150 zlotys per share.

As a result of this sale of 500.000 new shares of the Bank of
Poland at a price of 150 zlotys per share, the capital of the
Bank has been increased to 150,000.000 zlotys and the reserve
account increased by 25,000.000 zlotys. In accordance with
the terms of the Stabilization Plan the newly issued shares have
been deposited with the Adviser, pending their re-sale by the
Government to the public.

The Treasury now contemplates issuing rights to the stock-
holders of the Bank to subscribe for the new stock in propor-
tion to their present holdings at a price of 150 zlotys per share.
No date for this offer has at present been decided upon. This
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offer by the Treasury, at a price substantially lower than the
book value of the stock, is expected to overcome partially the
disappointment of the old stockholders due to not receiving a
stock dividend at the time the reserve was increased by the
revaluing of certain assets of the Bank.

As stated in the Stabilization Plan (Part II, Par, 1) “ under
its present statutes the Bank of Poland, as a stock company, is
entirely independent of the Government, which is not entitled to
secure advances from the Bank or cause the Bank to issue any
notes against State debt, except, however, within the limits now
specially authorized in the Statutes of the Bank .

Modification of Periodical Statement of the Bank. On
November 10th the Polish Government was notified that
$53,209.333.33 and £1,729.333.0.8 had been placed to its credit
as the proceeds of the Stabilization Loan. The Treasury at
once opened an account with the Bank of Poland under the
caption “ Special Account of the Minister of Finance” and
deposited therein the zloty equivalent to its credit, amounting
to zl. 549,326.477"30.

In order to fulfil the statutory requirements pertaining to
gold cover, the Bank of Poland at once purchased $20,000.000
of gold in the New York and London markets, and invested
the balance of the special account of the Minister of Finance
in “devisen”, i.e. assets in stable foreign currencies. As a
result of these transactions the percentage of the cover against
note and deposit liabilities, pending a realignment of the balance
sheet, rose temporarily to over 100 percent.

During the latter days of November, consideration was given
to the subject of re-drafting the form of the periodical state-
ment of the Bank. No radical changes were suggested, merely
the changing of certain items in order that the statement might .
be more easily read by the general public.

By comparing the statements for November 20 and Novem-
ber 30, 1927, (Annex No. II) it will be noted that the first
modification introduced among the assets is the dividing of item
No. 1 to show:
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a) gold in Poland
b) gold under earmark abroad
c) silver at its gold value

instead of the general items of gold and silver.

Further it was agreed that asset item No. 2 should be divided
into item No. 2 showing devisen serving as cover and item
No. 3 showing devisen not serving as cover. This latter
includes devisen which will have to be taken out of the Bank
in carrying out certain details of the Plan, for example to buy
silver abroad, or to reimburse the suppressed * engagements
provenant de reports ”. It includes also the countervalue. in
devisen, of the 75,000.000 zloty fund assigned as a Treasury
Reserve.

Turning to the liability side of the statement, items No. 1
and No. 2 reflect the increase of capital of 50,000.000 zlotys
and the increase of the reserve by 25,000.000 zlotys.

Item No. 3 represents the deposit labilities requiring statu-
tory cover. It includes, besides other current deposits, certain
special sub-items arising in connection with the operation of
the Stabilization Plan. These will be best understood by refer-
ence to the purposes to which the Stabilization Loan is appli-
cable, listed as captions A to F in Part IV of the Stabilization
Plan.

Item “A” of 75,000.000 zlotys is allocated for the increase
of the capital of the Bank of Poland and its use has already
been described.

Item “B” of 140,000.000 zlotys, the balance of which is
mentioned under item No. 3 of the Bank statement of Novem-
ber 30 as “Account for Purchase of Treasury Notes™, has
already been entirely used for that purpose, and no part appears
in the bank statements of recent date.

Item “ C” of 90,000.000 zlotys, mentioned in the Bank state-
ment as “Account for the Purchase of Silver ", is to be applied
to that purpose as soon as arrangements are completed for the
minting of 140,000.000 zlotys of silver coins to be given in
exchange for an equivalent amount of Treasury notes, thus
retiring their entire outstanding circulation.
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Item “ D of 25,000.000 zlotys, allocated to the discharge of
the Treasury floating debt, was immediately used for that
purpose and is not mentioned in the Bank’s statement of
November 30.

Item “ F ” of 135,000.000 zlotys is mentioned in the Bank’s
statement as “ State Fund provided for Economic Develop-
ment ” but for a sum amounting to 146,136.583 zlotys, this
fund having been increased over the amount originally esti-
mated in the Stabilization Plan, owing to an increase in the
principal amount of the Joan at the time of its issue. Part of
this sum has since been used for the purposes contemplated.

This “ Fund F , as it is called locally, is of particular interest
to Poland, as its prompt, but well’ considered, use will be of
great benefit to internal economic and credit conditions. The
Plan provides that the principles and rules for the investment
of the fund shall be agreed upon between the Government, the
Bank of Poland and the Adviser. An agreement has been
reached by them under which a committee of three persons,
two representing the Government and one the Bank of Poland,
shall consider and make unanimous recommendations to the
Minister of Finance for the investment of the fund, which will
be released by the Adviser in tranches of 20,000.000 zlotys. A
detailed report will be made by this committee of three to the
Finance Minister, the Bank of Poland and the Adviser, explain-
ing the exact use made of each tranche. This report will be
considered by them and recommendation made to the committee
for further investment, prior to the release of the next tranche.
In this way current requirements will be better served than if
set rules were made at the beginning for the investment of the
entire fund.

The securities received by the Government representing
advances made from Fund “ F ” will be deposited with the Bank
of Poland in a special portfolio. It is the duty of the Bank to
make sales of these securities in Poland or abroad from time to
time as the opportunity presents itself, and to reimburse Fund
“F” with the proceeds of the sales. It is to be hoped that in
this way new working capital will be progressively injected into
Poland.
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Item “E” of the Plan, amounting to 75,000.000 zlotys, men-
tioned in the Bank’s statement (item 5) as “ Special Account of
the Treasury ”, is to provide a working fund for the govern-
ment to enable it to meet current expenses when current receipts
are insufficient. The receipts of the Government being suffi-
cient, there is no immediate use for this fund, and it is not
placed among the sight liabilities of the Bank and therefore
requires no statutory reserve.

The re-arrangement of the Bank of Poland’s statement sim-
plifies its reading and makes the development of the Stabiliza-
tion Plan more easily understood. Greater knowledge due to
better understanding should increase Poland’s credit.

Parr II1
THE SERVICE OF THE LOAN

" Pursuant to the loan agreement dated October 15th, 1927,
between the Government of the Republic of Poland, acting
through its Minister of Finance, and the Fiscal Agents of an
international group of bankers, the Government contracted a
loan for the purpose, among other things, of providing funds
to carry out a comprehensive Plan of Stabilization.

The following table presents the principal amount of the loan
and the semi-annual service and monthly service during the

first year.
Sterling Bonds

Dollar Dollar Total
Bonds Amount Equivalent  in Dollars
atpar*

Original principal ... $62,000.000  £2,000000  $9,733.000  $71,733.000

First semi-annual
service........ 3,447.200 1.200 541.155 3,988.355
664.725

111
Monthly service ... 574.533 18.533.6.8 90.192
Balance of principal,
second period ... $60,760.000  £1,960.000  $9,538.340  $70,298.340
Second semi-annual
Service........ 3,403.800 109.800 §34.342 3938142
Monthly service ... 567.300 18.300 89.057 656.357

Not only does the Republic of Poland pledge its full faith
and credit for the payment of interest and principal of the loan,
* Converted at par, $4.8665=4%.
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but it assigns for its service all gross revenue and income of
whatsoever character received from import and export duties.

In the first instance the Fiscal Agents of the Loan are to be
represented in Poland by the Adviser. Under instructions
received from them the Adviser has set up the necessary system
for the deposit of the gross assigned revenue into a blocked
account for the service of the loan. The Adviser has also pro-
vided a method of recording the gross receipts of each Govern-
ment sub-division or bureau collecting import or export duties.
It is the Adviser’s duty to arrange for the transfer of the
monthly service of the loan, and upon authorization from the
Fiscal Agents to release any surplus receipts of the assigned
revenue to the use of the Polish Government.

Referring to the table given above, it will be noted that the
total service of the loan during the first year amounts to
$7,926.497. According to the records of the Ministry of
Finance, the total gross receipts from import and export duties
for the twelve month period November 1st, 1926, to October
31st, 1927, amounted (in round figures) to $32,200.000
(287,200.000 zlotys), if the zloty is taken at its present relation
to the dollar, which relationship existed more or less constantly
during the period mentioned.

The gross receipts for the month of November, 1927, were
$3,805.000 (33,900.000 zlotys) and for December $3,870.000
(34,500.000 zlotys) as compared with $2,040.000 (18,200.000
21.) for November, 1926, and $2,365.000 (21,100.000 zl.) for
December, 1926. This advance in receipts from customs is not
due to changes in rates of duty, but is apparently due to an
increased purchasing power in the country, resulting in a con-
stant upward trend in imports during the past twelve months.

The development of a system for keeping a record of the
gross receipts of customs-collecting offices presented some diffi-
culties. .The Plan does not contemplate that the Adviser should
have an elaborate staff, and for this reason any system, while
supplying accurate information, must at the same time be
simple. The following plan has been adopted and put into
operation.
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There are at present about 225 customs-collecting offices in
Poland. Through six of these about 65% of the total customs
dues are received. The remaining 219 offices are located either
in small towns or at border points. The customs collectors at
all offices have been instructed to deposit their gross receipts
into a sub-division of the Fiscal Agents’ account opened in the
local branch of the Postal Savings Bank. The six large offices
will make daily deposit of their gross receipts and the remaining
small ones at least once every ten days. This delay in the case
of the small offices is due to the distance of many of them from
a town containing a branch of the Postal Savings Bank.

Each customs collector sends every ten days to the repre-
sentative of the Fiscal Agents an account of his gross collec-
tions during that period.

The Bank of Poland sends every day an account of the total
receipts into the Fiscal Agents’ account, as well as of all with-
drawals authorised by the Fiscal Agents.

The Ministry of Finance sends to the representative of the
Fiscal Agents, at the earliest possible date, the definitive account
of gross customs receipts collected during the preceding month.

These three separate reports should produce an identical
result and enable the representative of the Fiscal Agents to
check the actual payments and to make an independent analysis
of the trend of customs receipts.

As already stated, the Bank of Poland makes a daily report
as to amounts received from customs offices into the Fiscal
Agents’ account. When the balance in this account reaches the -
sum required to meet the monthly service of the loan, the repre-
sentative of the Fiscal Agents instructs the Bank to transfer
the monthly tranche, and upon advice of its receipt by the Fiscal
Agents, and subject to other special conditions of the Loan
Agreement, the Bank of Poland is authorized to pay over to the
Government, during the remainder of the month, all further
sums received from customs offices into the Fiscal Agents’
account.

As a matter of fact the Polish Government has thus far paid,
and intends normally to pay, each monthly tranche for the
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service of the loan in advance, out of the free funds of the
Treasury. In that case the receipts from the customs are
immediately turned over from the Fiscal Agents’ account to the
general account of the Government.

Part IV

THE SHORT-TERM CREDIT SITUATION

Since 1921 Poland has substantially completed her task of
reconstruction and replaced the vast amount of physical equip-
ment destroyed during the period of hostilities. The rapidity
with which Poland has replaced her capital losses severely
strained her banking system and was directly responsible for
bringing into existence certain state banking institutions
through the medium of which the Government attempted to
alleviate the shortage of capital and thereby assist economic
reconstruction.

In May, 1924, the Government organized the National
Economic Bank known as Bank Gospodarstwa Krajowego.
Under its charter it is permitted to grant long term loans
through issuing mortgage bonds, municipal and railway bonds
and, for industrial needs, bank bonds; to foster building activi-
ties and the reconstruction of devastated land, and to carry on
all banking business with particular consideration for the needs
of the State, state enterprises and self-governing units. The
By-Laws further define the activities of the Bank by enumerat-
ing them as granting authority to make:

a) long term loans,

b) building loans for the needs of reconstruction,

¢) loans to savings institutions of self-governing units,
d) carrying on all banking operations.

In May, 1924, by decree of the President of the Republic,
the Agrarian Bank, known as Polski Panstwowy Bank Rolny,
was reorganized under the name of the Panstwowy Bank
Rolny. This decree provided that the by-laws governing the
above bank shall be issued by the Minister of Land Reform in
agreement with the Minister of Finance and the Minister of
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Agriculture. The object of the Bank is to foster land parcel-
lation, to promote the development of Polish agriculture and
to cooperate in organizing agriculture credits. This institution
under the pressure of economic conditions somewhat broadened
the sphere of activities for which it was originally intended, and
has been granting short term credits out of funds provided by
the State.

As a result the operations of the Agrarian Bank and the
National Economic Bank somewhat overlapped. At the
present time the authorities at the head of these Banks, together
with the interested departments of the Government, are
endeavouring by mutual arrangement to agree upon the exact
activities of each institution.

During the period of inflation the joint stock banks were
unable to adequately supply the short term credit requirements
of the country, and influenced by this fact and with a view to
tiding over the emergency the National Economic Bank began
to deal directly with business firms. This practice has con-
tinued up to the present time, and raises a question which
should be given considerable study ; namely, the extent to which
a government institution should compete in commercial busi-
ness with privately owned banks.

During the period of most active reconstruction the private
banks took their part in the work of extending loans, but in
doing so were obliged to accept as collateral the only security
to be had, namely an interest in the enterprise itself. With the
fall of the zloty during the year 1925, much of this type of
collateral became frozen assets and while deposits have recently
commenced to increase rapidly, the commercial banks still lack
cash with which to adequately meet the constantly growing
demand for short term credit. At the present time the private
banks’ discount rate on short term credit bills is 12%, and
while this rate invites foreign deposits into the country, yet they
do not come in sufficiently large amounts to satisfy current
demands and may cease entirely should interest rates fall.

A somewhat paradoxical aspect of the situation is the fact
that, despite the great credit needs of the country, the Bank of
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Poland is unable to employ all of the funds at its disposal.
This condition is explained by the fact that the Bank, as a
note-issuing institution requiring prompt liquidity of assets,
cannot loan beyond three months, while the conmnercial prac-
tices and conditions are such that credits of somewhat longer
term are chiefly demanded. At the present time neither indus-
try nor agriculture arrange their finances in such a manner
as to produce a sufficient supply of commercial paper eligible
for rediscount by the Bank of Poland under its statutes. Con-
sequently the Bank’'s rediscount rate of 8 per cent is not
effective in reducing the general level of interest rates.

The demand for shqrt term credit is still unsatisfied and the
inability of the Bank of Poland to take an important position
in extending it is demonstrated by the following figures, which
show the total short term credits granted by all Polish banks in
comparison with those granted (including rediscounts) by the
Bank of Poland:

. December 31, 1924 July 30,1927

Total short term credit.. zI 694,400.000 1.829,000.000

Portfolio Bank of Poland ,, 288,900.000  427,000.000

Discounts and overdrafts at present bear the maximum legal
rate of 12% but the small merchant who has no banking credit
is in even more difficult position. He is financed by the whole-
saler and purchases his requirements on open account. This
type of indebtedness bears an interest rate varying from 114
to 3% per month, in the different sections of Poland, and as
the retailer attempts to pass his costs on to the purchaser, prices
are maintained at a high level and industry stifled. The Gov-
ernment is taking steps to prosecute those exacting such usury.

It would appear of paramount importance, if the present
situation is to be remedied, that a campaign of education be
undertaken by the banks to bring industry into the realization
of the necessity of producing commercial paper eligible for
tediscount under the statutes of the Bank of Poland. The
present high rates of interest may be productive of temporary
profits for the banks, but if continued will injure the prosperity
of the country.
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Part V
ECONOMIC CONDITIONS

Notwithstanding the many difficulties under which Poland
has laboured—war destruction and disorganization, scarcity of
capital, instability of currency, diversity of previous economic
and political life in the several regions now combined into one
state—the country has made very decided economic progress
since the close of the war. The year 1927 witnessed a marked
recovery from the depression which ruled during the greater
part of 1925 and 1926, Economic conditions, considered as a
whole, have been more satisfactory than in any other year of
the history of the Republic. The same statement holds good
of almost every separate branch of activity.

Agriculture is by far the most important factor in Polish
economic life. Nearly two-thirds of the population lives on the
land. From an agricultural standpoint the year 1927 was
reasonably satisfactory. The crops harvested in the autumn of
1926, although below the altogether exceptional * bumper ”
figures of 1925, were in general a little above the average of
recent years. The harvest of 1927 itself was considerably
better still; broadly speaking the output of the major crops was
about one-tenth greater than the year before. The increase
was due primarily to higher yields per unit of area resulting
from favorable weather conditions, greater use of fertilizers
and improved tillage. There was a slight increase in area
planted, but Poland has reached a point where, unless sacrific-
ing its forests, little can be added to the productive lands with-
out large capital outlay for drainage of swamp-lands.

Polish agriculture now stands at substantially its prewar
level. The planted area is only slightly less than the average
of years immediately before the war, and taking the last three
years together the average yield per acre for most crops has
equalled or exceeded the prewar figure.

Perhaps the best single indicator of the volume of production
of all branches of industry combined is furnished by the num-
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ber of cars loaded on the railways. The figures for 1927 were
much higher than those of any other postwar year. Already in
1926 a considerable increase had appeared as compared with
the two years preceding; this gain, however, had been chiefly
in export traffic, the shipment abroad of coal having been
greatly stimulated by the British coal strike. In 1927, with
car-loadings for export at a slightly lower level, the total num-
ber loaded for all purposes was about one-eighth greater than
in 1926, which in turn had exceeded slightly the highest pre-
vious record, that of 1923. The increase over 1926 in the
number of cars loaded for destinations within Poland itself was
25 per cent. The increase was shared by practically every class
of commodities. It was particularly conspicuous in building
materials, apparently reflecting gain in construction activity.
Excluding crops, the movement of which is highly seasonal,
the domestic car-loadings in Poland during the last quarter of
1927 were about 11 per cent greater than in the same quarter
of 1926 and more than 50 per cent greater than in the first
quarter of 1926.

The enhanced activity of the industries during 1927 is like-
wise brought out by the data as to employment. The total
number employed in manufacturing, mining, metallurgy, public
enterprises and utilities (not including the State railways) and
public works reached in the latter part of the year a figure
materially higher than any previously recorded (792,000 in
October). For the year as a whole the average number so
employed was about one-fourth greater than the average for
1926, and about one-tenth greater than for 1925.

Correspondingly the number unemployed fell off in 1927.
The number of persons actually out of work is somewhat less
than the number registered at employment offices as seeking
jobs. Some for example are at work on farms but desire fac-
tory or mine employment. At the height of the depression of
1926 about 300,000 were registered as seeking work. The
number fell below 200,000 at the end of that year, rose slightly
in the spring of 1927, and then declined rapidly to a minimum
of little over 100,000 in the fall of the year. The proportion
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of factory workers on part-time was also much less in 1927
than in either of the two years preceding.

The increase in number employed and the decrease in part-
time employment in 1927 as compared with 1926 was general
in practically all branches of manufacturing industry.

Statistics of actual output are available for the mining and
metallurgical industries of Poland. The production of coal,
the most important mineral product, was greater in 1927 than
in any other postwar year, notwithstanding the fact that export
of coal was less than in 1926. It was nearly equal to the pre-
war output. The quantity of petroleum produced has never
since the war attained its former proportions; it shows little
change from year to year. Salt production is substantially
stationary, but that of potash, a postwar development, becomes
year by year more important. Iron-ore production in Poland
is highly variable, depending in part on the demand for steel
and in part on the accessibility and price of imported ores; a
certain proportion of the latter is required in every case, owing
to the low iron-content of the domestic ore. Output of iron
ore in the first 10 months of 1927 was 65% greater than in the
same period of 1926 and at a rate considerably greater than
in 1913. .

Polish production if pig-iron and crude steel reached a post-
war record in 1927, although still considerably less than in
1913. As compared with 1924, 1925 and 1926, in all of which
years the iron and steel industry was considerably depressed, a
very marked gain in output appeared. For the eleven months
ending November pig-iron production was 95% and steel pro-
duction 59% greater than in the corresponding period of 1926.

Poland is one of the largest zinc-producing countries of the
world. Part of the product of the smelters is from one brought
across the border from neighboring mines in German Upper
Silesia. The production was substantially stationary for sev-
eral years before 1927, at a level about one-fourth less than
before the war. In 1927 an increase appeared of more than
one-fifth over 1926, bringing the total nearly up to the prewar
figure.
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Foreign Trade. There have been extraordinary changes in
the balance of Poland’s foreign trade during recent years,
changes which are by no means fully reflected in annual totals
of exports and imports and that can be appreciated only from
monthly data. One of the aims of economic policy for the
future must be to make more stable both the outflow and the
inflow of goods. Owing to the decline in the exchange value
of the zloty during the latter part of 1925 and the first part of
1926, the true changes in trade can best be judged from data
expressed on a gold basis.

The value of imports has shown especially marked fluctu-
ations. On a gold basis the total annual value of exports
showed little change during the three years 1924 to 1926, but
in 1927 was about 13% greater than the year before. On the
other hand imports, which were considerably larger in 1925
than in 1924, fell off greatly in 1926, following the decline in
buying power of the zloty and the imposition of various restric-
tions on the inflow of commodities. In 1927, on the other
hand, imports were nearly twice as great as the year before, and
in gold value were the greatest ever recorded. While these
large imports consisted in great proportion of necessary raw
materials and of machinery and other equipment, they caused
the balance of trade again to become “ unfavourable ”. The
excess of imports over exports for 1927. was $42,800.000, as
compared with the abnormally great excess of exports over
imports in 1926, which amounted to $79,100.000. From
March, 1924, to August, 1925, imports continually exceeded
exports ; the opposite was the case in every month from Sep-
tember, 1925, to March, 1927, while each month since then the
balance has again been on the side of imports. Throughout
the year 1927, and particularly during the last six months,
imports of almost every separate class of goods were greater
than the year before.

One of the causes of the shift from an excess of exports in
1926 to an excess of imports in 1927 was the over-exportation
of grain immediately following the harvest of 1926, which
necessitated the reimportation of large quantities later on. This
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unfortunate and expensive movement of grain points to the
need of a more satisfactory system of warehousing grain after
harvest, and of enabling producers to secure advances on their
stored product. Steps in this direction are in contemplation.

During the three months April, May and June, 1927, the .
value of grain (including flour) imports was 102,900.000
gold francs, whereas the corresponding figure for 1926 was
3,690.000 gold francs.

Although the recent unfavourable trade balance does not
appear entirely satisfactory from the point of view of interna-
tional payments, no solicitude is felt at this time on this account
for the reason that much of the increase has been for the pur-
chase of productive goods. Furthermore, it is an indication of
an enhancement of the purchasing power of the population.
The increasing excess of imports over exports during 1927,
viewed in conjunction with enlarged national production for
the domestic market, denotes an augmentation of the per capita
consumption of the country and may be considered a sign of
increasing prosperity.

CHARLEs S. DEWEY

Foreign member of the Council of the
Bank of Poland and Financial Adviser
to the Polish Government.



ANNEX LI *
BANK OF POLAND
STATEMENT OF NOVEMBER 20, 1927

zl 460,465.844

902,229.999
" 45,770.567

in ci
Demand liabilities
a) Current deposit account of the]

al 122,743.366
- 191,635.490

g Eomeh

. ccounts in foreign currencies. .

Liabilities resulting (rom loana
foreign

9, Miscellaneous....

Discount rate.......... 8%

w 46531
w 19674422
- 7,469,

. 314378.857
. 555376477
» 15822000
" 66806911

= 2.029,210.887
——ee———

* Annex I, constituting the Program of Stabxhzatlon, is not reprinted as
an annex to this report, as it appears earlier in this volume as document

Number 1, p. 13.

201



BANK OF POLAND
STATEMENT OF NOVEMBER 30, 1927

1.
z1 277.387. 808
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4. :’ohsh lnlver money and small coins..... ”
5. Portfolio............. o 430 '05047
6. ” 34.246.268
7. ” [-X 824372
8, " 30
9. ” 3 )00 (Xl)
10. » 36282185
11, ”» 56,407.046
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1. Capital stock.. 1 150,000.000
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] Awoun;q for redemption of Treas-

ury ” 30,000.000
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€) State fund designa ot economic| I

elnpment. P » 141342480
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»  939,895.830 » 1.584,421.559

w 75000000
» 93.019151

zl 2.011,768.262
e
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ANNEX III

STATISTICS OF GOVERNMENT FINANCES
PuaLic DEBT OUTSTANDING DEcEMBER 31, 1927

Equivalent
Original Equivalent in dollars
currency in ziotys | 8.9 21.=%1.00
Dest
3.861,748.139| 433,904.285
$ 19,574.500| 174,21 19,574.500
Lire 368,647.000] 173,743.33 19,521.723
$ 274,120.00C 30,800.000
i § > 551,800.00C 62,000.000
o ilization Loan ol 1927 o £ 87,04 9,779.775
1.260,916.381| 141,675.998
Debts to foreign governments| .
(re!lel debts)
Denmar] 950 991.7; 111.43(
A492) 376,823.21 42,339.68'
633 ,507.01 3,203.03¢
447 62.97: ,07
46,541.48 5,22¢
1.549,134.000] 174,
,85( 149,52¢ ,80(
.49( ,286.66: 1,717.602
.930|  205,672.51 23,1 272
.00( 1
2.257,397.284] 253.640.144
Debts w private creditors R
Private railroads.............. anch Fre. 3,000.000; 1,053.150| 118.332
Blldwln Locomotive Worl... $ 1,990.000| 17,711.000 1990.000
18,764.150| 2,108.332
Post war hqmdnum debt
ﬁ“‘m %‘K';: !cnl.lf_)an Gold Kr. 158,616.140| 286,044.437| 32,139.824
"Ren 8ol Gold K. 2r761s) 500644 56.252
A\m.nan 4)‘% .
of 19M4...... Gold Kr. 21,141,047 38,125.243] 4,283.735
324,670.324 36,479.811
Total service
debts, ulcm‘hr IQB . 277,729.110|  31,295.552
I::qq:livnlent
Zlotys in dollars
INTERNAL DEBT 8.9121.=3%1.00
Totsl internal debt... 473,645439] §3,218.588
Interest bearing debt. 322,180.029]  36,200.003
Non-interest 151,465.410 17,018.585
Total service charge on internal
debts, calendar year 1928... 32,850.041} 3.691.017
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RECEIPTS FROM CUSTOMS BY MONTPS

Millions of zlotys ‘Thousands of dollars®
1926 1927 1926 1927
12.0 19.1 1.59 2,145
1.3 17.4 1,510 1,950
14.9 2.4 1910 3.0.5
16.5 23.0 1230 2.580
13.4 32.5 12.0 3.645
4.4 2.0 1,425 2470
16.8 296 185 3.320
15.9 22.0 1,.85 2,1.0
16.5 23.7 1,x50 3.230
18.6 26.2 2.005 2,940
13.2 33.9 2.010 3.605
211 345 2,365 3,870

* Converted from July 1926 to date at present par {1 doty=S$.1122) which corresponds
closely with actual current exchange; from January to June 1926 at average monthly
exchange rates. The figures being converted from the round figures in millions and tenths ol
millions of xlotys, are expressed in round form only.

TOTAL BUDGETARY RECEIPTS AND EXPENDITURES
IN ROUND FIGURES

Excess
Receipts | Expenditures| of receipts
.000{1.983.400.000(  156.000.000
.000(1.991,200.000(  2.300.000
.000(1.754.700.006| 214.000.000
.000}1.440,600.000|  93.900.000
In dollars at par**—

Actual, April 1, 1926—March 31, 1927 ..... 210.040.000{ 222.540.000]  17,500.000
As budgeted, Apri! 1, 192/—March 31, 1928, ] 223,670.000/ 223.410.000 260,000
Actual, April 1, lm—Dmmxz 31, 1927 220.890. 196,8%0.060[  24,010.000
Actual, April 1, 1926—December 31, 1926.. .| 172.170. 161,635.000)  10,535.000

* Revised budget figures,

*# All conversions are made at the present par; z 1122 dollars. This
corresponds closely with the actual exchange rates (mm J\lly. 1926, l.n date but is dmhlly
below the average exchange for the three months Apeil to June, 1926, considered a8

BUDGETARY RECEIPTS BY MAJOPR. GROUPS

Public
Ad- Enter-
Total Taxes ies] miristra- | prices®®
(ret) tion (net)

Acm;l Ap;ll 1926March
Budget, April l 1627~~March)|

1.128.1 627.0 233.3 151.0
1.020.1 650.9 214.6 107.8
1.067.6 566.6 179.3 155.1

Apri—Ju 423 6 236.0 126.8 48.3 125
July—Sepumher 1926. 4-6.9 2:9.7 154.6 44.4 38.
624.0 328.2 177.0 0.6 48.2
Jln, 604.9 314.2 168.6 0.0 2.1
Aprit—June, 1927... 611.3 7.1 175.8 66.8 51.6
July—September, 1927 563.9 307.6 182.7 47.5 52.2
61.5 442.0 208.1 65.0 51.3




BUDGETARY RECEIPTS BY INDIVIDUAL SOURCES

IN MILLIONS OF B.OTYS

April-December, 1927
) Actual Budg‘e‘;.m
t
Actuzl !Percent of
year budget
1.128.1 1.020.2 1.067.6 108
68.1 85.0 39.4 43
43.5 62.3 1.3 114
513.9 438.4 454.1 104
91.8 63.0 40.6 64
225.8 196.0 212.6 1083¢
114.6 120.0 132.0 110
81.7 59.4 69.0 116
140.8 112.3 128.3 114
215.3 182.0 252.3 139
146.5 130.2 122.3 94
627.0 650.9 566.6 87
291.0 273.6 269.1 98
278.8 320.4 252.5 79
57.2 56.9 45.0 79
151.0 107.8 185.1 144
33.3 36.5 46.0 126
2.9 10.4 20.2 194
89.3 80.0 143
5.5 4.9 8.9 182
233.3 2146 179.3 a4
2.139.4 | 1.993.5 | 1.968.7 »
‘Addmonnlmpereentloord taxes.
*¢ Includes only ing a profit.
hand lndudm; trust meupn for retirement funds.
BUDGETARY EXPENDITURES BY MAJOR GROUPS
IN MILLIONS OF ZLOTYS
General [Reti [Enterprises
Total |Admink and Debt -howu\!
tion Pensions | Service deficit’

31, 1928+
A:m-l qu’lz!, 1927 Decem-|

October—]
January—|
April—June, 1927
July—ﬁeplember.
October—December, 1927,

1.640.8 181.7 149.5 11.4
1.641.6 183.4 145.1 14.8
1.754.7 | 1.413.2 187.0 137.1 17.4

454.7 358.1 419 51.6 3.1
455.2 389.3 46.5 15.8 3.6
530.7 427.2 52.7 48.5 2.3
542.8 466.2 40.6 33.6 2.4
535.8 412.9 .7 57.8 3.4
523.1 441.9 62.4 17.0 1.8
6€95.8 -4 62.9 62.3 12.2

* Polish tels h agency (vns). State manufacturea for army supplies, enterprises

mqry to post na telegraphs, r
ing investments, over receipts.
s Revised budget Sgures.

State mint; figures represent excess of expenditures,

205



EXPENDITURE!

S BY

MINISTRIES

Millions of szlotys

April-—
1926—1927 | 1927—1928 | December
1927
Actual Budget* Actual*®
Total... 1.983.4 1.984.9 1.754.6
Higher authorities®# 17.5 17.7 16.
nistry of Foreign Aff: 40. 39.6 35.
nistry of War., ... 624.6 610.8 572.7
nistry of Interior. 184.6 187.7 148.3
nistry of Finance. 102.9 102.0 B1.9
nistry of Justice... 87.2 97.2 76.3
nistry of Industry and Commerce 26.7 34.0 32.0
nistry of icati 3.2 3.3 2.7
nistry of Agriculture........ 31.7 37.7 28.8
nistr o( Religion and Educat 293.5 329.3 259.1
ini f Public Works.. ... 103.6 87.5 83.7
tr o( Labor and Soci 78.0 58.3 50.4
nistry of Ag Reform. 46.5 36.5 26.0
A 7.1 82.0 76.4
Pensions and Invalid Paymenu 110.6 101.4 110.5
Public Debt Service.. 149.5 145.1 107.2
Losses of Certain Entérprises.. . .. i1.4 1.8 17.3
' Revued b\ldﬁe! figures.
"‘ Pruldcnt. Sejm. and Senate, Cs Council of
TOTAL IMPORTS, EXPORTS AND BALANCE OF TRADE
(EXCLUDING GOLD AND SILVER)
Imports | Exports { E (
m] ol ol
Imports | Exports
Millions of zlotys................. A 1924 | 1.479 1 1.266 213
1925 | 1.666 | 1.397 269
55N (R | e | ™
Equi in millions of gold france| ) )
(5.18—1 dollar)................. oou] 1924 1 1.479 | 1.266 213
1925 1,603 1.272 331
1926 8% | 1.306 410
1927 | 1.680 | 1.458 222
‘Equivalent in millions of doliars. . 1924 286 244 41
1925 309 246 64
1926 173 250 ki)
1927 324 281 43




BULLETIN OF THE BANK OF POLAND
PRINCIPAL ITEMS OF THE BALANCE SHEET OF THE BANK OF POLAND
IN MILLIONS OF ZLOTYS '

Sag:m mm-Daeem-
December (March{ June October|
1924 | 1925 | 1926 1927
AsseETs
277.4] 352.8
138.8) 152.0[ 161.7| 183.2 3zs.sl e 15t
2.3 2.6
164.9) 224.6| 218.9) 243.2/{ 335-8| 512 &8
29.11 1.9 6.8 0.3 1.9 0.7 9.8
.4] 321.3[ 351.9| 387.8| 419.7] 432.6! 430.9] 456.0
m‘ﬂ Toans and eecurities pur-
chased or dmunu:d' PP 32,0 91.3| 57.5| 45.1] 58.0( 79.3 85.31 71.01 47.1
Advaneu!ot-he'l' 20, 50.0[ 25.0| 25.0| 25.0/ 25.0| 25.0| 25.0] 25.0
Miscellaneous®® .......... 60.0| 170.6| 238.5| 254.2| 332.8| 86.0) 92.6] 85.2
100.0] 100.0] 100.0| 100.0| 100.0] 100.0| 150.0| 150.0
1.3] 3.3 4.7 4.7 4.7 84.3| 109.3] 94.4
482.4] 735.6| 879.5| 942.7(1.100.1{1.144.3]1.584.4(1.662.8
381.4| 692.7| 668.4| 727.5 844.5| 929.4] 939.911.003.0
- l 100.3] 68.4] 64.8| 64.0] 78.7| 108.0| 168.0; 130.4
Discount Rate.........cenecanaeasf 12.0| 12.0] 10.0f 8.5] 8.0 8.0 8.0 8.0} 8.0
o3 Including up to Oct::‘:;r 1927 loans secured by deposit of foreign currencies.
CURRENCY CIRCULATION
Including
Treasury|
Bank- n
Total | notea | small .ﬂ&_

coing |Treasury| Small
notes coing Nickel
Silver (& bronze

In millions of Zlotys

Decerbber 1925...... 815.0] 281.8 1 1s1.8 9.0], 61.8
December 1926.....] 1.021.1 287.5 | 140.9 64.6 76.3
992.1 270.5 | 136.8 83.8 48.0
046.7| 274.9 | 138, 89.4 48.9
091, 0 286.9 | 135.7 88.4 47.3
28.3| 207.21 137.4 89.7 4
104.3] 264.2 | 1349 83.4 46.5
.121.4 257.9 | 1369 89.2 46.7
.129.3 248.3 | 136.1 89.2 46.9
.190.9) 259.4 | 137.7 89.7 48.0
.253.0f 269.1 1 139.4 £9.9 650.2
-339.4 268.1 1 142.0 90.1 51.9
-289. 1 208.5 89.3 51.5
.312.3 167.0 | 142.3 80.2 52.1




EXCHANGE RATES FOR DOLLARS AND STERLING AT WARSAW
(MONTHLY AVERAGES)

Zlotys per Dollar Zlotys per Pound Sterling
1925 1926 1927 1825 1926 1927
5.18 7.48 8.99 24.86 | 36.38 | 43.71
5.18 7.50 8.95 24.80 § 36.52 | 43.51
5.18 7.80 8.95 24,83 | 37.97 3,63
5.18 9.16 8.93 24.92 .63 | 43.46
5.18 10.55 8.93 25.23 51,31 .45
5.18 10.08 8.93 25.27 49.12 | 43.44
5.18 9.18 8.93 25.33 .79 | 43.43
5.25 9.05 8.93 25,62 .09 43.48
5.84 9.00 8.93 28.35 | 43.79 | 43.51
5.98 9,00 8.91 29,07 43.74 43.46

! 6.53 9.00 8.90 31.85 69 | 43.45
9.09 9.00 8.90 44.00 .52

INDICES OF WHOLESALE AND RETAIL PRICES AND COST OF LIVING

January—June 1925 =
100. On basis of Current | January—June 1925= Jlnua 1914=100
Zlotys 100. Gold i Id basis

basis
Last week of the month
Whole- Cost of | Whole- Cost of | Whole- Cost of
sale | Retail | Living | sale | Retail | Living ] sale | Retail | Living
Prices | Prices |[Wareaw| Prices | Prices |Warsaw| Prices | Prices |Warsaw
72.2 98.7

143.4 | 137.4 81. 82.6 79.1 | 112.0 | 148, 114.7

144.2 | 139.2 | 82, 83.3 80.4 | 112.8 | 147.8 | 116.6

143.9 38. 83. 83.3 80.4 | 114.1 | 147.8 | 116.5

142.9 | 138, 84, £22.9 80.0 [ 115.8 | 147.1 | 116.0

43.5 | 140.0 87. 83.3 81.3 | 119.4 | 147.7 | 117.8

145.7 | 141.2 88, 84.6 81.9 | 120.5 50, 118.8

144.9 | 141.5 87 8.1 82.1120.21149.1 | 119.0

143.1 [ 137.0 | 88. 83.0| 79.5[120.9 { 147.2 1 115.3

143.1 {138 87. 83.0 | 80.3|120.11147.2|116.4

145.4 39, 87. 84.4 80.9 | 119.3 | 149.6 | 117.2

145.5 | 141.2 87. 84.5| 82.1]119.7 | 150.0 | 119.0

146.9 | 144 83, 85.4 84.0 } 120.9 | 151.5 | 121.8

- —_ 86. —_ 8.5 | — el 121.0

SHORT-TERM CREDITS HELD BY BANKS IN POLAND

December | March June August
31,1926 | 31,1927 | 30,1927 | 30, 1“927

Total..

Bank of Polrnd®
Private joint stoc)
Branches of Foreign Banks.
Governmental and Municipal Ban]

1.523.7 | 1.723.0 | 1.932.6
329 0 427.3 470.0

. 663
124.0

'

3

8

6 675.1
375.7 wo} 420.8

7

7

335.0

102.9 121.3 159. 200.5
25.5 .5 39, 40.2
8.0 10.3 12. 13.6

* Bills discounted, loans on collateral, Joans by forei .
*¢ Excluding rediscount. secured by foreign currencies,
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INDIVIDUAL DEPOSITS IN ALL BANKS
IN MILLIONS OF ZLOTYS

December | March June August
31,1926 | 31,1927 | 30, 1927 | 30, 1927

“Total Deposits... 1.218.3] 1.395.6 | 1.468.9 | 1.616.9

Bank of Poland and State Bankn. 501.3 612.7 597.6 633.2
Frivate Joint Stock Bankss .. . 5140 534.9 568.3 646.7

Credit ASOCIRtIONS... o« e s vnrnnsss 280 280| 303.0] 3370

* Inclading Branches of Foreizn Banks.

PRODUCTION OF MINERALS
THOUSANDS OF METRIC TONS

1926 1927
1928 T Jul; I n nt
anuary-— y—
June December | quarter | quarter | quarter
13.973 21.774 10.109 | 8.103 | 9.526
A 391 173 1 182
100 108 75 75
150 189 85 82 107
1 192 117 140
572 561 263 219
145 182 132 143 167
484 307
214 319 211 Zs)g 249




o1z

IMPORTS, EXPORTS AND éALANCE OF TRADE, BY MONTHS
IN MILLIONS OF GOLD FRANCS

19256 1926 1927 1927
Raw materials and Foodstuffs and
Emporta| Exparts| Bat . = N industrial products animale

Imports|Ex) 1! Balance

Japuary............ | 169.1] 1075/ 61.6] 47.3| 109.2{+ 61.9 107.7| 114.8|+ 7.1 83.7| 79.8/— 3.9 24,0/ 35.0/+ 11.0

February.......cunus ) 150.7| 103.0i— 47.7} 47.8 90.7|+ 42.9f 112.0| 116.4|]+ 4.4| 86.2 75.9— 10.8] 25.8] 40.5(+ 14.7

March....ovaaeeell] 190, 120.5(— 69.7| 72.9| 88.2+ 15.4| 128.8 128.7[+ 0.4] 96.4] 89.00— 7.4 819 89.7[+ 7.8

182.4] 89.6— 82.8| 68.2] 98.8(+ 25.6( 148.2( 119.4[— 28.8( 110.4| 83.5(— 26.9( 37.8] 859(— 1.9

185.8] 105.9/— 79.9| 62,8} 89.7|+ 37.5 163.8( 114.2(~ 49.6| 106.2| 77.9— 28.3| &7.6| $6.3]— 21.8

srevseesest 170.0] 108.7|— 66.4] 63.5 102.0/+ 98.5| 160.0| 114.0]— 46.0| 105.9| 76.2— 80.7] 54.1] 38.8— 15.3

Julyooooiiiiiiaen] 181.8[ 86,9/ 94.4| 65.8( 120.6(+ 54.9| 136.2| 113.9{~— 22.3] 108.4| 83.6/— 2¢.8] 27.8| 380.3|+ 2.5

August...... 118.2[ 99.1j—17.1| 92.}f 128.6+ 36.5( 1290.9| 120.6/—~ 9.3 111.2| 90.6— 20.6] 18.7| 30.0[+ 11.3

September, 66.8) 99.7|+ 82,9 85.4] 114.7|+ 29.3| 127.1] 119.1j— 8.0| 108.2( 82.8/— 26.4| 18.9] 36.8|+ 17.4

October.............| 69.1] 113.0/+ 43.8| 102.2] 117.9(+ 16.8| 151.1| 187.7|— 13.4| 124.8) 92.2|— 32.6] 26.3] 45.5(+ 19.2

November...........| 70.8| 130.0(+ 69.2| 108.0} 181.7|+ 23.8] 155.6| 133.5— 22.1| 120.6| 81.7|— 38.9| 85.0| 51.8/+ 16.8

December.,......... 50.4! 118.8/+ 62.9| 90.9| 118.8[+ 27.8] 160.4| 125.5|— 84.8} 126.3] 84.1— 42.2| 34.1 41.4(+ 7.3

Gold l;rr:n‘g 1.602.8(1.272.1—830.8] 896.2(1.306.0|+409.8/1.680.3)1.457.8/—222.5{1.288.31 996.3[—292.0| 892.0| 461.5{+ 69.5
Zotyr...ivuaseee. o [1.665.6/1.996, 51269, 1[1.549.4/2.252.9| +708.5/2.896.0/2.514.7 1.9
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EMPLOYMENT AND UNEMPLOYMENT

in man\lllcmrin; u‘z‘s'mtry

Nu’mbu employed Unemployed Persons
Monthe - ‘ Metal- | Manu- | Miscel- pl:yed
Total Mining| lurgy | factures| angous
o 1926 | 1926 | 1927 !.927”
1925 { 1926 1927

January.....oeiiiiiiiieii e e a e e e .01 {666.742/519. 240|662, 656(166. 218] 52.877/406.193| 47.288(175.020311.000(208.536( 82.745
February......ouvveieannsnnaariisssnnsoaasenssase665.618/532,425(672.007(166.960) 53.092|414.936( 48.019(184.430{359,810;213.502( 27,370
.(659.332i541.492/697.318{148.339| 54.680]438.261| 56.138(185,400{358,430|205.770| 23,170
“April, .1667.574|559.861(710,721(140.936( 55.188[451.719( 62.878(180.720;345. 010(1980, 578 34,504
May., .|677.871(664.980|734.803(189.375| 56.646{466.149| 72,733(173.140320.620|174.349| 85.520
JUne... it e ss e a e s o -0 o [696.933]591.086(750, 531 (140, 947 56.9904'76.151 76.437(171.340(303.720]159.366| 58.670
July........ +or0404,/670.882/699.886(756.853(140.801| 57,622]486.911| 71,019(|174.977,288.513(147.713 19.760
August...... 642.170]620,284|774.276(140.519| 58.089{505.572{ 70.096/184.910(263.540(133.952 22.689
September.......,. 000, ./638,022/638.7801771,110(141.724| 58.457|503.204| 67.635/196.040/241,790(116,843 51.678
October....... cereesseasreanaaresnss.(631.308(667.353/701.057/148, 220( 68.513(523,.589] 66.626]218.480/213.650[115.732] 39,003
618.910675.983]777.876)144.584| 58.642|521,616] 63.135/249.666)|196,550/130.919| 38,076

573.679/641.471 [302. 253(200, 570(160. 440,

— % Bublic utlitien waterwor plants asd manuts of military supplies.



PRINCIPAL INDIVIDUAL IMPORTS AND EXPORTS
IN MILLIONS OF GOLD FRANCS

IMPCRTS EXPORTS
Jan.—|Jan.—| Tan—{ "an—
Nov. | Nov. No..
1926 | 1527 1626 | 1427
Wheat and wheat flour. . 2.0 81.8/| Wheat and wheat flcur. 159 23
Rye and rye flour, 1. 33.6|| Rye and rye fious. 41.2 2.2
Corn, 3. 21.9|| Bariey. 23.71 13.4
Rice.. 1. 25.5 64.8( 65.8
40.6] 54.9| 31.9f 34.3
18. 27.7 15.4f 3.2
14.7] 30.3 71.3] 94.7
21 18.4 25.31 38.3
42. 82. 44,41 886
13. 26.9 190.1| 336.3
5.70 13.0 20. 5}
9. 20.2, 230.3| 1
9.8 20.4 67.1
8. 37.9 20.8
5.50 30.4 80.7
46.2] 116.2] 21.2]
24. 37.7 14.7] 15.8
8.8! 25.4
20. 40.0]
144 .2} 152.5|
12, 23.2]
12. 19.7
55.3] 105.9|
9.5| 33.
9.4| 17.9
CAR MOVEMENT ON POLISH STATE RAILWAYS
DAILY AVERAGE OF 15 TON CARS
Cars loaded in Poland Other traffic
Carz loaded for destination in Poland
‘mport]
_ For curs Grard
Agricul. Indus- export| Total | re- [Transit| Total
turzl | Raw | trial | Mis- [ Total ceived|
prod- | oate- | prod- | cella-
ucts rials { ucts
3.945| 838 2.54¢| 8.889| 3.632]
5.287 671| 2229} 9.253] 3. 480
5.694 852| 2.545| 3.430
4.6381 1.030| 2.2091 9.903( 3.349
4.265] 975 2.761 3.059!
4.712| 1.050| 2.868] 9.653} 3.040{12
4.9711 1.0R4| 2.962| 3.246]
5.371f 1.163| 3.182 3.357
5.204f 1.1 3 208/ 3.547
5.3571 1.191| 3.315] 3.545]
5.4424 1.038{ 3.42. 3.401116
5.617] 1.011] 3.367 3.236|
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31. LISTING APPLICATION i-'lLED WITH NEW
YORK STOCK EXCHANGE.

ComMITTEE ON STock List, NEW YorK STOoCK EXCHANGE
A—7918

REPUBLIC OF POLAND STABILIZATION LOAN, 1927

SevEN PEr CENT EXTERNAL SINKING Funp Gorp Bonbs
(Couron Bonbs) Due Ocrtoser 15, 1947

DOLLAR BONDS
Definitive bonds :

Authorized issue................ $62,000,000
Amount of Bonds applied for by this

application. ... .............. 62,000,000
Authorized by:

Decree of the President of the Re-
public dated October 13, 1927,
such decree being made by vir-
tue of powers conferred under
the law of August 2, 1926. By
said Decree the Minister of
Finance was duly authorized to
conclude and to carry out the
contract for the creation and is-
sue of Bonds and the creation
of security therefor, and to sell

- such Bonds.

Agreement between the Republic of
Poland, by its Minister of Finance,
and Bankers Trust Company and
The Chase National Bank of the
City of New York, dated October.
15, 1927.

No further authority is required.
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Washington, D. C., March 20, 1928.

The Republic of Poland hereby makes application for the
listing on the New York Stock Exchange of $60,000,000
Republic of Poland Stabilization Loan, 1927, Seven per Cent.
External Sinking Fund Gold Bonds dated October 15, 1927,
due October 15, 1947, upon official notice of issuance in
exchange for fisted and outstanding Interim Receipts, with
further authority to add to the list $2,000,000 of said Bonds
upon official notice of issuance, in exchange for Foreign
Receipts outstanding, making the total amount applied for
$62,000,000 Bonds (total authorized dollar issue) included in
numbers M-1 to M-62,000 inclusive for $1,000 each, and num-
bers D-1 to D-124,000 for $500 each and numbers C-1 to
C-620,000 for $100 each.

. AUTBORITY FOR ISSUE

The Minister of Finance of the Republic of Poland by virtue
of Decree of the President of the Republic dated October 13,
1927, such decree being made by virtue of powers conferred
under the law of August 2, 1926, was duly authorized to con-
clude and to carry out the contract for the creation and issue
of Bonds and the creation of security therefor, and to sell such
Bonds. The bonds are issued in accordance with the terms of
an agreement dated October 15, 1927 between the Republic of
Poland and Bankers Trust Company and The Chase National
Bank of the City of New York, Fiscal Agents for the loan.

PURPOSE OF IsSUE

The Stabilization Loan is designed to consolidate and per-
petuate a condition of monetary stability and budgetary equi-
librium which the Polish Government has already achieved by
its own efforts. The Plan of Stabilization represents a com-
prehensive monetary, budgetary and administrative program
for ensuring a stable gold currency which will constitute a solid
foundation for the development of the Nation’s resources and
facilitate relations with external markets by enhancing the
credit of Poland already established at home and abroad.
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DESCRIPTION OF THE BONDS AND PAYMENT OF PRINCIPAL
AND INTEREST

The text of the bonds and the accompanying coupons is in
the English language. The bonds are dated October 15, 1927,
and mature October 15, 1947. They are subject to prior
redemption in whole or in part (except for Sinking Fund) on
October 15, 1937, or on any interest date thereafter at the
option of the Republic on thirty days’ published notice at 103.
‘The bonds bear interest from October 15, 1927 at the rate of
'7% per annum, payable semi-annually on October 15 and April
15 in each year. They are issued in denominations of $1,000,
$500 and $100 in coupon form, regxsterable as to principal only
at Bankers Trust Company.

All payments of principal, interest and premium, including
principal and premium of bonds called by the Sinking Fund,
shall be made in gold coin of the United States of America of
or equal to the standard of weight and fineness existing on
October 15, 1927, or at the option of the bearer or registered
owner of the bonds and/or bearer of the coupons, in English
pounds sterling at the rate of $4.8665 per pound sterling, or in
Swiss francs of the gold standard of weight and fineness exist~
ing on such date at the rate of 5.183 Swiss francs per dollar, or
in Dutch florins of the gold standard of weight and fineness
existing on such date at the rate of 2.488 florins per dollar,
or in Swedish kronor of the gold standard of weight and fine-
ness existing on such date at the rate of 3.731 kronor per dollar
or shall be collectible at the option of the bearer or registered
owner of the bonds or bearer of the coupons in French francs
at the buying rate for sight exchange on New York of the
Associate Fiscal Agent in France on the date of presentatxon
for collection.

Such payments if in dollars shall be made at the offices of
the Fiscal Agents in the United States of America, or if in
sterling, at the office of Lazard Brothers & Co., Ltd., or its
successors, or if in French francs, shall be collected at the office
of Banque de Paris et des Pays Bas, or its successors, or if in
Swiss francs or Dutch florins or Swedish kronor, shall be made
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at such offices in Switzerland, The Netherlands, or Sweden
respectively as the Fiscal Agents may designate.

Principal, interest, sinking fund and premium shall be paid
by the Republic, in so far as it is concerned, in time of war as
well as in time of peace, irrespective of the nationality or resi-
dence of the bondholder or coupon holder and whether or not -
the bondholder or coupon holder is a citizen of a friendly or
a hostile state, and without requiring any declaration as to the
citizenship or residence of such holders, or as to the length of
time such holder has been in possession of such bond or coupon;
and free of all taxes or imposts of whatsoever nature, now or
hereafter levied by or within the Republic.

The definitive bonds are signed by the Minister of the
Republic at Washington. In addition to such signature, the
definitive bonds bear the facsimile signature of the Minister
of Finance of the Republic and facsimile signatures on behalf
of the Commission of Control of the Public Debt, and are
sealed with the seal of the Republic’s Legation at Washington.
The bonds are countersigned (for identification) by Bankers
Trust Company on behalf of the Fiscal Agents. Such coun-
tersignature shall be conclusive evidence, and the only evidence,
that the bonds have been duly issued.

Bonds of the denomination of either $1,000 or $500 are
exchangeable for an equal aggregate principal amount of bonds
of the other denomination. Bonds of the denomination of
$100 may be exchanged for an equal aggregate principal
amount of bonds of the denomination of $1,000 or $500, but
bonds of the denomination of $1,000 or $500 may not be
exchanged for bonds of $100 denomination. All exchanges of
denominations of bonds shall be made in accordance with such
reasonable regulations as the Fiscal Agents may prescribe upon
payment by the bearer or registered owner of a reasonable fee
fixed by the Fiscal Agents to cover the cost of the exchange.

SECURITY
The bonds constitute the direct obligations of the Republic
which pledges its full faith and credit for due and prompt pay-
ment of principal, premium, interest and sinking fund. As
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specific security the Government has assigned all gross revenues
and income of whatever character received by or on account
of the Republic from duties, imposts, taxes and charges of
whatever character imposed by it or by its authority or for its
account upon or in respect of importations and exportations
(the latter so long as export duties are maintained), and
including any customs revenues such as those of the Free City
of Danzig in which the Republic has or may hereafter have
any interest. The gross customs revenues are paid into a
special account of the Fiscal Agents of the Loan with the Bank
" of Poland, known as “Account of the Fiscal Agents of the
External Loan of 1927.” The Government is entitled to draw
thereon, in each month, only after 2 sum equal to 1/6 of the
current semi-annual service charge which includes sinking fund
has first been transferred to the Fiscal Agents.

The customs revenues for the three fiscal years ending March
31, 1927 have averaged in excess of the equivalent of $40,000,-
000 per annum, being over 5 times maximum annual service
requirements of the Loan. During the first six months of the
fiscal year 1927-1928 customs receipts amounted to the
equivalent of about $17,700,000, being over 170% of budget
estimates.

MuTIiLaTeED, LosT o DESTROYED BONDS

In case any bond or coupon shall be mutilated, stamped,
destroyed, lost or stolen, the Republic shall execute and issue,
and the Fiscal Agents shall cause to be registered or counter-
signed and delivered, a new bond or coupon of like tenor and
denomination and which may in the discretion of the Fiscal
Agents bear the same serial number (except that in case
stamped bonds or coupons not otherwise mutilated are sur-
rendered in exchange for bonds or coupons not stamped, the
new bond or coupon shall bear a different serial number) in
exchange for and upon surrender and cancellation of such
mutilated or stamped bonds (with its coupons, if any), or
coupon, or in liew of and substitution for the bond (with its
coupons, if any), or coupon, so destroyed, lost or stolen. The
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applicant for such substituted bond or coupon shall furnish
evidence of the destruction, loss or theft of the bond (with its
coupons, if any), or coupon so destroyed, lost or stolen, and
indemnity. The evidence and the indemnity shall be satis-
factory to the Fiscal Agents and to the Republic acting through
its diplomatic representative at Washington. The applicant
for the bond or coupon to be given in exchange or substitution
shall pay the cost of preparation and issue thereof,

REDEMPTION

In addition to the amortization of the loan through the semi-
annual Sinking Fund payments, the Republic may, at its
option, redeem the bonds on October 15, 1937, or on any
interest date thereafter, in whole or in part, by call by lot at
103% of their principal amount. Notice of election to redeem
and funds for redemption shall be given to the Fiscal Agents
not less than 45 days prior to the redemption date.

The particular bonds to be redeemed shall be determined by
lot by drawings conducted by the Fiscal Agents not later than
35 days preceding the interest date on which the bonds are to
be redeemed. Notice of the bonds so drawn for redemption,
including their serial numbers, shall be published at least two
times in one or more newspapers of general circulation in the
City of New York and such other cities, if any, as may be
selected by the Fiscal Agents, The first publication shall be
made at least 30 days immediately preceding the redemption
date. In the case of registered bonds so drawn, notice may
be mailed to the registered owner. On or after such date and
at one of the places so specified in the notice, the holder of each
bond so called for redemption may surrender the same, with
all coupons maturing after such date. Upon such surrender,
there shall be paid to the holder of such bonds, out of funds
provided for that purpose by the Republic, the redemption
price of such bond. Any bond so called for redemption and
for the payment of which funds shall have been provided by
the Republic, shall cease to bear interest after such redemption
date, and all coupons for subsequent interest shall be void.
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Sivking Funp

The Republic agrees to retire the entire Loan in semi-annual
installments commencing at the annual rate of 4% for each
of the first four years and increasing such annual rate 4 of
1% for each succeeding four year period to a maximum rate
of 6% per annum. Such retirement is to be effected by the
tender of bonds or by cash sinking fund payments applicable
to the purchase of bonds at or below the redemption price and
accrued interest or, if not so obtainable, to the redemption on
* April 15, 1928 and semi-annually thereafter upon thirty days’
published notice of bonds called by lot at 103%. Notice of
redemption of bonds for the sinking fund shall be made in the
same manner as above provided for the redemption of bonds
in whole or in part.

DEFAULT

In the event of any failure on the part of the Republic to pay
the interest, sinking fund, principal or premium of the bonds
as contemplated or to comply with any other covenant con-
tained in the agreement with Bankers Trust Company and The
Chase National Bank of the City of New York for the benefit
of the bonds, and if such failure or default shall have existed
for a period of six (6) months, the entire principal amount of
the bonds at the time outstanding together with the premium
thereon may be declared and shall become due by election of
the holders of at least twenty-five per cent. in amount of the
outstanding bonds, such election to be evidenced by declaration
communicated to the Fiscal Agents and by them to the Republic.

PoLAND

With an area of approximately 150,000 square miles and a
population approaching 30,000,000, Poland ranks as the sixth
nation of Europe as regards both territory and population.

Poland possesses immense natural resources, especially tim-
ber, coal and oil, and it is the second largest producer of zinc
ore in the world. The iron and steel industry of Poland is
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highly developed and is located principally in the coal distric
where it enjoys favorable operating conditions. The countr,
is served by about 12,000 miles of railway line owned entirely
by the Government and operated at a profit.

Pusric Desr

The public debt of the Republic of Poland as of June 30,
1927 was as follows:

INTERNAL DEBT Ziotys Maturity
1—~5% Short Term Loan of 1918 Assignats, .. 3411,702
2-5% Long Term Loan of 1 . 1,492,077
3-5% Short Term Loan of 1920 1,741.416
4-4% Premium Loan of 1920 1,039
5—8% Internal Gold Loan of 1922 (gold basns) 16,306,031  Oct, 1927
6—4% Treasury Bonds, Series I, and 5%

Treasury Bonds, Series 11, III, IV.. 2,310
6% Treasury Bonds:
Gold Series I A . 2460 .

7 Gold Series I B 6,528 veen
’ Gold Series I C. 5987

6% Gold Treasury Bo: 8271

6% Gold Treasury Bonds it 176,530 .
8—Bonds for payment of taxes.. 8, sees

9-10% Railway Debentures (gold hasi

10—5% Conversion Railway Debentures 1926.. 4,805 1967
11--5% Premium Dollar State Loan, Series I
and JI (gold basis)...........evuus 44,771,755 coes
125% Conversion 1.0af ..o.ovvrvvenrvernenn 75274934 1947
13—8% Treasury Bonds:
Series I 3,975 PO
Series 11 ... 2,400 1945
Series 111 .. 75 N
Series IV . . 1,200 veae
Series V ...... . 250 PR
14-—796 Treasury Bonds, Series VI 16,000,000 vee
‘Treasury Bonds
Series VII ............ vevenns 1,550 e
Series IX .. chn . 39,000
Series X ..... . . 610 P
Serjes XIII . . 3,416,000 s
Senes Xiv . . 000,000
16--6% Treasury Bonds, Series XV.. 25,000,000
Total . ........... [ Z1.265.713,365
($29,808,000)

Norx: Loana numbered l 2, 3 and 4 ware fssued in Pohsh Marks, The privilege of
conversion into the 5% Cooversion Loan, Jisted as pumber 12, was subsequently given
and mny of the bonds converted. The period of presenting these obhnuam or ton-

o has hahm from time to time and tﬁ s of these loans listed above
nce a8 yor

mprnem uneonverted.

Losns vambered 5, 9 3nd 11 are payable on & basis and in the sbove statement
are ukuhwd at thur real gold value io

Of the above lmaua the 10% Railway Debenturcs aod the 5%
Debentures are neuredhyamorm on certain parts of the State Ra-lnn.
TheTtuqumdsmnuumimimsmmimda iasue.
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Advances Zlotys Dollars
1—Non i bearing ad fforded by the
Bank of Poland in favor of the Treasury... 25,000,000 cearaene
2—Advances afforded by the National Economic
Bank in favor of the Treasury............ 23,584,793  ........
584,793  $5,450,000

TOTAL INTERNAL PUBLIC DEBT... 314,298 158 $35,258,000
EXTERNAL DEBT
A. Loans CoNTtRACTED BY MeANS or Issue or Bonps

Amount in Amount in
Maturity currency payable dollars
1—6% External Loan of 1920 in gold

dollars®s. .o oovviiiiiiiiniiess 1940 $19,574,500 $19,574,500
2—8% External Loan of 1925 in gold
dollars at 103%*............. 1950 33,075,000 33,075,000

3—8% Six Year Treasury Gold Notes of
1921 (to meet payment due to
the Service Motor Truck Co.

of Indiana).................. [N 337,900
4—7% External Loan in Italian Lire... .... L.379 835 500 20,716,228
Total .ot cvivierainnirneinsanees F . $73,703,628

* Listed on New Yeork Stock Exchan,

Note: The 8% Loan of 1925 is aecured by (a) the gross rece‘i)tl from the Govern-
ment Railways, subject to the prior rank of the 10% Internal Railway Debentures and
the 5% Gonvenmn lewag Debentnres which are secured on a portion of the property
by mong:ge, and g] ugar Excise Taxes,

The Itahan Lira Debt is secured by a mortgage on the property and by pledge of
revenues of the Polish Tobacco Monopoly which is a State Inatitution having a separate

n above statement the 8% Loan of 1925 is carried at 105% at which price it is
payable.
B. OgBLGATIONS TO FOREIGN GOVERNMENTS
Maturity ©  Amount in Amount in
5—To the United States of currency payable dollars
America . 1

6—To Great Britain. .

1935 and $175,060,000  $175,060,000
7—To France .. 1940

£4,781,549 23,238,328

8—To Italy .. 1930 F. F. 1,041,999 685 40,898,487
9—To Norway 1940 Lire 75 4,090,500
10—To Norway 1940 £ 1.462 5,241,435
11—To Sweden 1940 N. Kr. 19,812,000
12—To Denmar 1940 S. Kr. 6,251,500 1 681 654
13—To Netherlands. 1932 and D. Kr. 419,250 12,23
14—To Switzerland . 1940 1940 Gild. 7,912,833 3, 173 046
S. F. 87,750 16,920
Total .. enveiriiiniiiiianss ——
...................... $253,512,603
C. INDEBTEDNESS T0 PRIVATE CREDITORS ABROAD
15—In France ..........0s F.F. 3,000,000 $117,750
16—In the United States of
America . . ........ $3,005,859 3,005,859
B $3,123,609



D. Post 'War LiguipatioN Dest

Debt taken over from
former Austrian

Empire............ G. K. 180,810802  $36,637,194
TOTAL EXTERNAL DEBT........ Veresireees $366,977,034

Norz: The Loans in foreign currencies have been converted into dollars on the basis
of about the rate of exchange prevailing on Septembcr 26, 1927, Zlotys have been
converted at the rate of 8.914 Zlotys to the dollar.

The Polish Government has guaranteed payment of the
following obligations:
Obligations of State banks to private concerns,. ZI.69,821,954  $7,833,000

Obligations of State banks to savings depositors. 8,426,039 945,000
State mortgage bank bonds........cvvveeiarnon 171,751,349 19,267,000
To private cOnCerns ........oovevavvsovenaeens 90,523,775 10,155,000

. Z1. 340,523,117  $38,200,000

Under the Treaty of Versailles and under the Treaty of St.
Germain, Poland also has a number of items of debit and
credit which are still in suspense and in the main unliquidated,
but it is calculated that, on net balance the debt of Poland will
not thereby be increased materially if at all.

The Polish Government has concluded favorable arrange-
ments with the American, British, Italian, Dutch, Norwegian,
Swedish, Danish and Swiss Governments for the refunding
of their respective Treasury advances and payments under
such arrangements are being regularly made.

DEerT RECORD

The Republic of Poland has never defaulted in payments
on any internal or external obligations nor scaled down interest
payments on such obligations except as stated above nor sus-
pended any sinking fund payments with respect to such
obligations.

PayMENTS ON AccounT oF ForeIGN DEsT
The following sums were paid by the Polish Government on

account of its foreign debt:
Payments on Payments on
Year ending March 31: account principal account interest Total
$6,424,046 $7,184,689  $13,608,735
5,817,858 11,941,776 16,759,634
3,469,545 3,36 885 2;837.:.32

3
213967  ieeeene- 213967
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The rate of exchange used above is the current rate at time
of payment.

RATE oF EXCHANGE OF ZLOTYS

The Zioty became the single official monetary unit of Poland
on April 28, 1924. Its value was equivalent to the gold franc.
Polish marks were converted into the new monetary unit on
the basis of 1,800,000 Polish Marks for one Zloty. After 1925
the Zloty declined in value to about 49% of its par value, but
after May, 1926 rose to about 58% and has remained at about
that rate for a period of over a year. Under the Stabilization
Plan it has been given a gold value of approximately $.112184
per Zloty on the basis of the gold content fixed by the decree
of October 13, 1927. -

REecEIPTS ¥FrROM REVENUES Now PLEDGED FOR SECURITY
or THis IsSUE

The Customs revenues expressed in dollars for the three
fiscal years ending March 31, 1927 and for the six months
ended September 30, 1927, have been as follows:

Ziotyn Dollars
6 months ended September 30, 1927...... 157,800,000 17,700,000
Year ended March 31, 27.eeee. 21 ,000 23,300,000

REVENUES PLEDGED FOR OTHER LOANS

The gross receipts of the Government Railways, some of
the property of which is mortgaged to secure the 10% Railway
Debenture Loan and the 5% Conversion Railway Debenture
Loan, pledged under the 8% Dollar Loan of 1925, have been
as follows:

6 months ended September 30, 1927
Year ended March 31, 1926




Revenues of the Sugar Tax also pledged to secure the 8%
Dollar Loan of 1925 have been as follows during the past few
years:

6 months ended September 30, 1927

Year ended March 31, 1927
1926
1925...

5,600,
59,300,000 11,400,000

The revenues of the Polish Tobacco Monopoly, the property
of which is pledged to secure the 7% Italian Lire Loan, have
been as follows during the past few years:

Year ended March 31:

ForeiGN TRADE

The value expressed in dollars of the merchandise imports
and exports during the past three and one-half years has been

as follows:
Imports Exports
$167,000,000  $135,000,000
207,800,000 265,900,000
243,100,000 237,200,000
323,700,000 245,800,000

6 months ended September 30, 1927
Year ended March 31, 1927

REVENUES AND EXPENDITURES

The actual revenues and expenditures of the Polish Govern-
ment during the past few years have been as follows:
. Revenues Expenditares
Zlotys Dollars Ziotys Dollars

6 months ended September 30.
.+ 1,196,800,000 133,900,000 1,054,500,000 117,900,000

1927

Year ended
1927... 2,139,400,006 233,400,000  1,983,400,000 215,700,000
1926. .. ,599,400,000 260,900,000  1,835,500,000 297,400,000
1925, coiiiiniaiiiiiill 1,541,900,000 297,500,000  1,714,500,000 330,800,000

Figures in the above statement have been converted into
dollars at 8.91 Zlotys to the dollar except for figures relating
to periods prior to the de facto stabilization which have been
calculated at the average rate of exchange of the Zloty prevail-
ing each month.
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AGREEMENTS

The Republic of Poland agrees with the New York Stock
Exchange as follows: )

All calls for redemption published abroad will be published
on the same day or days in a newspaper of general circulation
published in the Borough of Manhattan, City of New York.

To publish promptly to holders of bonds any action in
respect to interest on bonds. Notice thereof to be sent to the
Stock Exchange.

GENERAL

Principal of and interest on the Bonds are payable at the
principal office of Bankers Trust Company or the Chase
National Bank of the City of New York, Fiscal Agents for
the Loan.

Interim Certificates may be exchanged and redemption of
Bonds takes place at the Fiscal Agents, City of New York.

J. CxrecaaNOWSKI,
Minister of Poland.

April 2, 1928.
This Committee, under authority previously granted, directs
that the above-described $60,000,000 Republic of Poland
Stabilization Loan, 1927, Seven per Cent. External Sinking
Fund Gold Bonds, due October 15, 1947 (and coupon bonds
of one denomination issued in exchange for coupon bonds of
other denominations), be admitted to the list on official notice
of issuance in exchange for outstanding Interim Receipts, with
authority to add $2,000,000 of said Bonds on official notice of
issuance in exchange for outstanding Foreign Receipts, in
accordance with the terms of this application, making the total
amount authorized to be listed $62,000,000, included in Nos.
M-1 to M-62,000, for $1,000 each; D-1 to D-124,000, for
$500 each and C-1 to C-620,000, for $100 each.
RoBerT GiBsON, CHAIRMAN.
E. V. D. Cox, SECRETARY.
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