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THE REPARATION SETTLE-
MENT

By Denys P. MYERs

I. THE DEVELOPMENT OF THE PROBLEM

The Report of the Committee of Experts, 1929, which was
rendered to the Governments interested in reparation and
to the Reparation Commission on June 7, 1929, together
with the ensuing decisions of the Hague conference of
August 6-31, 1929, and January 3-20, 1930, closed a chapter
in the most complicated field of postwar economic relations.
The New Plan! liquidated the political elements in a key
economic problem and provided for the payment of the
large intergovernmental indebtedness involved. The accept-
ance of the Report of the Committee of Experts by the
Governments and the implementation which they gave it
in the two sessions of their own conference create a system
for the payment of the reparation debt which conforms to
the best attainable application of financial principles and
practice and establishes machinery in the Bank for Inter-
national Settlements for handling the intergovernmental
payments involved on a normal banking basis. The new
system of payments entered into force provisionally on
September 1, 1929, and the whole complicated settlement
formally and finally became a reality on May 17, 1930.

The final protocol of the Hague conference enacted 14
agreements by which there were effectively settled every
outstanding claim or counterclaim for reparation in relation

2 The New Plan consista of the Report of the Committee of Experts, 1929, (the

Young Plan), the protocol of August 31, 1929, and the agreement of January 20, 1930;
see Appendix, 1. - .
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3 ‘ WORLD PEACE FOUNDATION

to the World War and arising out of the armistice conven-
tions, the treaty of Versailles or other treaties of peace, and
agreements for their execution. All functions previously
performed by organs established by those instruments and
still necessary to be performed were transferred to the Bank
for International Settlements. Good faith alone is the
sanction of the system. In case of dispute over its interpre-
tation or application, the Tribunal of Interpretation existing
under the Dawes Plan shall hear it.!

The Committee of Experts was intrusted with “the task
of drawing up proposals for a complete and final settlement
of the reparation problem.” The fundamental contribution
which they made to the solution of the problem of repara-
tion was the determination of the amount (which includes
the number) of the annuities due from Germany and the
determination of an economic method by which they may
be discharged, especially providing for the ‘‘commercializa-
tion"' of a part of the.total.?

It will be enlightening to indicate the advance of the
reparation problem from an inchoate mass of contentions®
to a condition in which agreement upon these finally out-
standing features made possible its elimination from inter-
national controversy. At the close of the World War no
responsible statesman claimed that it was possible for the
victors to impose an indemnity upon the vanquished. The
victors were, however, insistent that reparation for damage
done was not only necessary but just. The negotiations at
the Peace Conference at Paris were essentially unilateral,
consisting of the development of a treaty text by the victors
and its acceptance by the vanquished under a form of ulti-
matum. Characteristics of the reparation settlement, which

1 This tribunal for five years was to be d of the i bents: Pr
Thomas Nelson Perkins (American); neutrals, Marcus Wallenberg (Swedish) and A.G.
Kréller (Dutch); creditors, Charles Rist (French); debtor, A. Mendelssohn Bar-

;holdy (German). Mr. Perkine, however, resigned before the New Plan came into
oree,

2 On this phase of the settlement, see p. 106.
3 The summary ig based upon Reparation, Parts I-VI, in this Series, in which the
writer gives a continuous documented history of the subject from its inception until

the Reports of the Agent General for Reparation Payments began under the terms of
the Dawes Plan in 1925.
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DEVELOPMENT OF THE PROBLEM 3

originally came into force by the treaty of Versailles on
January 10, 1920, were:

1. Joint and several acceptance of responsibility for “all
the loss and damage to which the Allied and Associated
Governments and their nationals have been subjected” by
Germany, Austria, Hungary and Bulgaria; !

2. The establishment of the Reparation Commission to
manage the interests of the creditors;

3. The collection of evidence as to the amount *‘of
damage done to the civilian population of the Allied and
Associated Powers and to their property’ (which was
stipulated to include military pensions and family allow-
ances); ?

4. The fixation of the total amount by the commission
on the basis of the claims and after giving the debtors “‘a
just opportunity to be heard; "’ ?

5. The amount thus fixed could not be changed except
by the creditor Governments;

6. Various immediate payments and credits were pro-
vided for, passing at the outset through a special account.
In addition, various immediate deliveries of commodities
and the transfer of properties were provided for, while
extensive provision for restitution of articles subject to the
plundering incidental to war was stipulated;

7. In the case of Germany, the reparation debt was to
be evidenced by the delivery of bonds to the Reparation
Commission, which bonds were to be subject to 5%, inter-
est and to 19, sinking fund from May 1, 1921;4

8. As a guaranty for the execution of the treaty with

-Germany, German territory west of the Rhine and three
"bridgehead zones east of the Rhine were occupied by
Allied and Associated troops for five, ten and fifteen years
respectively.s In case the Reparation Commission “finds

? Reparation, Part 1, p. 17; see also infra, p. 116 f.

3Ibid., p. 29; Part 11, p. 48-90.

8 Ibid., Part I, p, 75-79,

¢ Ibid., Part 111, p. 195.

$ Treaty of Versailles, Arts. 42-44, 428, 432; Harold W, V, Temperley, Hisiory of
4he Peace Conference at Paris, 11, p. 113.
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4 WORLD PEACE FOUNDATION

that Germany refuses to observe her reparation obliga-
tions,” part or all of these zones might be reoccupied.

" The first available assets under reparation were the
properties of ex-enemy subjects situated in the territories
of the creditors; the delivery of articles under the treaties
was the second. Both had to be distributed.

SpA PERCENTAGES OF DISTRIBUTION

The first important problem solved by the creditors was
the determination of the percentages of the whole which
they were respectively to receive. The Spa agreement of
July 16, 1920,! though later modified in detail, remained
operative until it was superseded by Annex VII of the
Report of the Committee of Experts, 1929, as revised by
the Hague conference. The Spa percentages in their
1929 proportions were:

France . . . . . . . . . . 54.459,
British Empire . . . . . . . 23.05%

Great Britain . . . . 86.85% 20.01024

Minor colonies . . . . 0.809% 0.18432

Canada. . . . . . 4.359% 1.00224

Australia . . . . . 4.359%, 1.00224

New Zealand . . R 1.75% - 0.40320

India . . . . . . 1.209% 0.27648

South Africa . . . . 0.60% 0.13824

Newfoundland . . . . 0.10% 0.02304
Italy . . . R . . . 10.009,
Yugoslavia . . . . . i N . 5.00%
Belgium . . . . . . . . . 4.50%
Rumania . . . . . . . . . 1.109%
Portugal . . . . . . . . . 0.75%
Japan . . . . . . . . . . 0.75%
Greece . . . . . . . . . . 0.40%

The keenest kind of an argument took place as to the
amount of damage which should be charged to the
debtors, particularly Germany. Various conferences of the
allied creditors took place upon this subject. The treaty
of Versailles mentioned, without definitely indicating that

1 Reparation, Part II, 55.
1804]



DEVELOPMENT OF THE PROBLEM 5

they represented a total, three series of bonds 20, 40,
and 40 billion gold marks,! face value, respectively. The
German delegation to the Peace Conference was willing to
accept an obligation to pay an amount not exceeding
100,000,000,000 gold marks, on which apparently no inter-
est was contemplated. At the Boulogne Conference in
June, 1920, the allied premiers tentatively agreed to
demand 269,000,000,000 gold marks, which sum would
have involved an eventual payment of 400,000,000,000
gold marks. The Reparation Commission had consider-
able difficulty in securing statements of the claims of the
creditors which were to be met by reparation under the
treaties. When the commission closed its receipt of claims
on February 12, 1921, it had before it, on the basis of the
exchange of that day, claims which reached a total of
226,000,000,000 gold marks. The German Government
sharply contested the justice of some amounts. On April
27, 1921, the Reparation Commission unanimously decided
that ‘‘the amount of damages for which reparation is due”
was 132,000,000,000 gold marks. The formal Schedule of
Payments was transmitted by the allies to Germany,
May 5, 1921, along with an ultimatum relating to other
matters. This schedule, accepted by Germany, provided,
with certain additions and subtractions, a total reparation
debt as follows:

A bonds, 12,000,000,000 gold marks, 5% interest, 1%,
sinking fund; coupon bonds delivered July 1, 1921.

B bonds, 38,000,000,000 gold marks, 5%, interest, 19
sinking fund; coupon bonds delivered November 1, 1921.

C bonds, 82,000,000,000 gold marks; delivered without
coupons attached November 1, 1921, arrangements as to
interest and sinking fund deferred.?

At the time this Schedule of Payments was not deemed
to express reality. It was assumed that the practical
liability of Germany was at most the 50,000,000,000 gold

1 The gold mark and the Reichsmark are both worth 23.8 cents gold, or 4.2 marks
to the dollar.

9 See in general Reparation, Part I1, p. 46-90, and Schedule of Payments, Reparation,
Part I1I, p. 195.
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6 WORLD PEACE FOUNDATION

marks of the A and B bonds, while it was recognized that
payments by other reparation debtors — Austria, Hungary,
Bulgaria — would be credited to the Series C bonds. There
were, also, earmarked to crediting against Series C bonds
various sums awarded to Germany as a result of disputed
appraisals, notably the difference between the creditors’
estimate of the value of shipping delivered by Germany and
the sum credited to Germany by the Reparation Commis-
sion. The Schedule of Payments contemplated that
amounts credited to Germany should serve to cancel an
equivalent value of A or B bonds. This system was never
effectively operated. As a consequence, none of the bonds
was ever canceled. .

The major campaign of the Great War on the western
front took place upon the soil of northeastern France. As
a consequence of the military operations it was France, one
of the victorious states, which sustained the bulk of the
devastation resulting from the war. This circumstance
made France a principal creditor which enjoyed wide
sympathy for its plight. The demand of France for pay-
ments sufficient to restore the devastated area created a
heavy pressure upon Germany to turn over large sums
immediately and resulted in complications with the other
creditors, who claimed a right, pars passu, to benefit from
German payments.

The reparation parts of the treaties of peace provided
both for the delivery of specified commodities and for a
system of delivering commodities as one form of paying the
reparation debt. These deliveries in kind brought a certain
resistance from some of the creditors. It was felt that the
delivery of articles normally capable of being handled in
ordinary trade would tend to increase the foreign commerce
of the debtors, with a possible disadvantage to the commerce
of the creditors. Great Britain took the initiative in meet-
ing the problem by the passage of the Reparation Recovery
Act in 1921 which provided, in effect, that 26%, of the value
of German goods imported into Great Britain should be
paid to the British Government and credited to Germany

[8061



DEVELOPMENT OF THE PROBLEM 7

as a reparation payment, Germany in turn making a pay-
ment to its exporting national equivalent to that amount.
Similar legislation was also passed by France and was put
into operation in 1924, These acts tended to prevent
reparation from increasing the debtor’s trade volume.

Meanwhile much attention was given to developing a
system for managing deliveries in kind and eventually
a very complicated set of regulations, embodying many
previous decisions, was issued by the Reparation Commis-
sion (the Wallenberg regulations) in 1925, subsequent to
the entrance of the Experts’ Plan into force.!

Another form of commodity payment which was con-
templated, but which was slow to be put into operation,
was the construction of public works. Programs for such
construction in France were made by the German Govern-
ment, but the fear of resulting unemployment complicated
their acceptance until after the Dawes Plan was in effect.?

“SANCTION” OF RUHR OCCUPATION

By 1923 the German payments, having for various
reasons been confined chiefly to monetary payments and
credits for overseas and other possessions, were on the
decrease. France and Belgium, in particular, felt keenly
the need for increasing payments. The creditors were then
opposed to reducing their claims to an amount which Ger-
many was willing to pay.

Other considerations of a political character weighed
with the creditors and had the effect of casting doubt upon
the Government's statements of the ability of the German
economy. Among these were German resistance to com-
pliance with the disarmament clauses of the treaty of
Versailles, the friction due to allied control over the occu-
pied zones along the Rhine, and French encouragement of
the Separatist movement in the Palatinate and adjacent

parts of Germany.

1For text of the Tatic sce R ion C igsi Official D IX;
for prior history and Wiesbaden agreement sce Reparation, Part 11, p. 135 7.

3 Reparation, Part VI, p. 144
[807])



8 WORLD PEACE FOUNDATION

By Par. 18, Annex 1I, Part VIII, of the treaty of Ver-
sailles the creditors, ‘‘in case of voluntary default by
Germany” had the right to take *“economic and financial
prohibitions and reprisals and in general such other meas-
ures as the respective Governments may determine to be
necessary in the circumstances;” and Germany agreed not
to regard these measures as acts of war. Following various
proposals for settlement, based upon reports of experts ap-
pointed both by the Reparation Commission and the Ger-
man Government, the representatives of the creditors and
Germany were unable to agree. During 1921 the creditors
sought to get payments by arranging definite programs of
delivery. Schedules of coal delivery were drawn up, were
not met completely, and France toward the end of that
year sought a decision that Germany was in default. The
Reparation Commission found means of compromising
that dispute.! .

On December 1 and December 26, 1922, however, the
Reparation Commission, on the initiative of the French
Government, decided that certain deliveries of timber in
that year constituted a default by Germany under Par.
17, Annex II, Part VIII, of the treaty, which refers to a
“default” rather than a “voluntary default.,” The tech-
nical deficit was admitted by Germany. On December 26
the Reparation Commission, *“in the exercise of its powers
of interpretation,” passed a resolution by which it decided
‘““that the word ‘default’ in Par. 17 of the said Annex has
the same meaning as the expression ‘ voluntary default’
in Par. 18.” 2

As a result of this decision the French Government held
that it was justified in occupying the Ruhr metallurgical
district of Germany. In January, 1923, French and Bel-
gian troops entered that region and Italian troops joined
those of the allies in the Rhineland occupied zones. The
French occupation of the Ruhr continued until September,

1 Report on the Work of the Reparalion Commission from 1920 to 1922, Reparation
Commission, V. p. 105.

2 For text of the minutes see ibid., p. 240 f.
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DEVELOPMENT OF THE PROBLEM 9

1924, as a form of seizing pledges and of requisitioning in
kind in recovery of reparation debts. The expenses of the
occupation were recovered and, in addition, the net receipts
on reparation account for 21 months of military self-help
credited to France amounted to 312,901,159.37 gold marks.!

The occupation of the Ruhr resulted in the practical
cessation of reparation payments except as they were col-
lected by the occupying forces or by such automatic de-
vices as the Reparation Recovery Acts. The German
Government and people declined to admit the justification
of that occupation and attempted a régime of passive re-
sistance; they further bent a large amount of economic
energy to the support of strikers in the region affected.
The financial condition of the Government deteriorated
rapidly and the anomalous conditions resulting attracted
wide-spread attention.

In October, 1923,* the British Government inquired
whether the United States would be willing to participate
in an inquiry looking to the solution of the situation.
While the Government of the United States desired “to
lend its assistance in any manner that may be found fea-
sible,” it found it advisable to ‘“reserve decision as to its
course of action.”

TaeE DAwes PLAN

On November 30, 1923, the Reparation Commission de-
cided to create two committees of experts “belonging to
allied and associated countries” to inquire into ‘‘the re-
sources and capacity of Germany.” One committee was
to study *the means of balancing the budget and measures
to be taken to stabilize the currency,” which at that time
had depreciated to such an extent that the percentage of
the cost of the dollar as compared with par in November,
1923, was 96,134,200,000,000.2 The other committee was

1Le Temps, June 29, 1929.

# Reparation, Part V. p. 338, On the suggestion of Secretary of State Hughes of
December 29, 1922, see sbid., p. 334.

8 League of Nations, Monthly Bulletin of S
10 months of 1924 was 103,730,600,000,000.

£809]
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10 ' WORLD PEACE FOUNDATION

to consider the means of estimating the amount of ex-
ported capital and of bringing it back to Germany.

In the lengthy discussions respecting the German capac-
ity and disposition to pay, the flight of capital from that
country had played a highly interesting part. That Ger-
many was not paying enough to meet the service of the
A and B bonds issued was obvious; that German currency
was steadily depreciating was notorious; that there were
blocks of German marks abroad was well known. It was
alleged that Germans were deliberately exporting capital
in order to avoid its taxation for reparation purposes; and
it was also asserted that this movement of capital had for
an object the deliberate ruin of the country so that repara-
tion would be unpayable. These allegations made a deep
impression upon some of the politically minded. The
Second Committee of Experts was charged with determin-
ing the truth respecting this situation. It was headed by
Reginald McKenna, sometime Chancellor of the British
Exchequer. The committee in its report of April 9, 1924,
analyzed the conditions which attend the migration of
capital and found that its so-called flight in the German
instance “was in the main the result of the usual factors.”
Speculation had been markedly a contributing factor. The
committee reported that the normal remedies for the situa-
tion were the only ones that were applicable to Germany,
namely, the attainment of stability and the restoration of
confidence. The report attracted no subsequent attention;
but it stopped discussion of an unreal factor which had
served to cloud and complicate the reparation problem over
a period of years.

The First Committee of Experts produced what is
known as the Experts’ (Dawes) Plan which transformed
the operation of reparation payment from a political to an
econcmic procedure. The committee was appointed by
the Reparation Commission and consisted of two national
experts each acceptable to the admittedly interested gov-
ernments, and two nationals of the United States. The
Americans chosen to serve on the committee were General

[810]



DEVELOPMENT OF THE PROBLEM 11

Charles G. Dawes and Owen D. Young, neither of whom
was unacceptable to the United States Government.
The former, having been made chairman of the committee
with the consequence that the resulting plan bears his
name, was duly elected Vice-President of the United
States in November, 1924.

The First Committee of Experts sat from January 14
to April 9, 1924. Its report ! was declared by the Repara-
tion Commission on April 11 to “offer a practical basis for
the rapid solution of the reparation problem.” The Gov-
ernments concerned — Belgium, British Empire, France,
Italy, Yugoslavia * — favored proceeding on its basis and
the organization committees provided in the plan forth-
with started work. The states concerned met with Ger-
many in a conference at London, July 16 to August 16,
1924, and in a series of agreements worked out in detail
the methods for bringing the plan into force. The United
States consented to send official delegates to this confer-
ence “with strictly limited powers,” which would not
include “signature of the agreements reached.” The
agreements and protocols of the conference * entered into
force on August 30, on which date the necessary German
legislation in connection with the plan became law. On
January 14, 19254 an agreement was signed at Paris
(commonly referred to as ‘“the finance ministers’ agree-
ment") regarding the distribution of the annuities pro-
vided for under the plan. The United States, as one of the
recipients, signed this agreement, to which the parties
were the Governments of Belgium, France, Great Britain,
Italy, Japan, United States, Brazil, Greece, Poland, Portu-
gal, Rumania, Yugoslavia and Czechoslovakia. The plan
itself entered into force on September 1, 1924, and was

1See text of both reports in Reparation, Part V, and in Reparation Commission,
Official Documenss, XIV.

$ The name of the Kingdom of the Serbs, Croats and Slovenes was changed to
Yugoslavia by decree of October 3, 1929. (L'Ewrope nouvelle, Oct. 26, 1929, p. 1436.)

$ Reparation, Part VI, p. 236 f; R jon C: ission, Official D ¢s, XIV,
where the laws are also given.

8 Reparation, Part VI, p. 276.
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12 WORLD PEACE FOUNDATION

succeeded on September 1, 1929, by the plan of the Com-
mittee of Experts, 1929.

The Dawes Plan confined its recommendations to the two
points which had been assigned- for consideration: the
means of balancing the budget and the measures to be
taken to stabilize the currency. Approaching these ques-
tions from the standpoint of business rather than politics,
the committee found itself under the necessity of deter-
mining the foreign debt obligation of the German Govern-
ment and of devising means of recovering its annual
amounts from the German economy; of providing for
the transfer of ‘payments to the creditors; of devising
methods of financial and currency reconstruction, and of
insuring economic guaranties for the continuance of the
payments stipulated, consistent with German financial
autonomy. In brief the plan provided:

1. The establishment- of a new Reichsbank and new
currency, with the aid of an external gold loan.

The result was the complete stabilization of the German
currency ! and financial economy.

2 The fixation of annuities, the payment of which was
to “comprise all amounts for which Germany may be
liable to the Allied and Associated Powers for the costs
arising out of the War, including reparation, restitution,
all costs of all armies of occupation, clearing house opera-
tions, to the extent of those balances which the Repara-
tion Commission decide must legitimately remain a defini-
tive charge on the German Government, commissions of
control and supervision, etc.”

The result was the cessation of all bickering with Ger-
many over collateral and incidental charges or payments.

3. The assumption by the creditors of any exchange
hazard. Payment in German currency into the Reichs-
bank to the credit of the Agent-General for Reparation
Payments was *the definitive act of the German Govern-
ment in meeting its financial obligations under the plan.”

As a brilliant financial economist, the late Jacques

1 For details see League of Nations, Monthly Bulletin of Statistics, Table XIV,
[812]



DEVELOPMENT OF THE PROBLEM 13

Seydoux, has said, “reparation ceased to be c. i. f. and
became f. 0. b.”

4. The sources of the annuities were defined. One half
of a standard annuity of 2,500,000,000 gold marks ! was
to come ultimately from the German budget, this payment
being collaterally secured by the produce of certain assigned
revenues subject to control by a commissioner appointed
by the creditors. A second portion of the annuity was a
specified amount from a direct tax on transport. A third
amount was raised by transferring the German Govern-
ment railway system to the German Railway Company,
which transferred its own bonds to a commissioner appointed
by the creditors. A final portion of the annuity consisted
of debt service on “industrial debentures.” Under com-
plicated processes a debt liability was accepted by indus-
trial corporations, and against this liability were issued
industrial debenture bonds in favor of the commissioner
of the creditors.

The result was the raising of money for reparation pay-
ments by substantially normal fiscal processes.

5. The dependence of the reparation payments on the
service of the German railway and the industrial debenture
bonds created a basis for “commercializing” a part of the
reparation debt.

This was much discussed, but was not put into execution
under the Dawes Plan.

6. In behalf of the creditors a Transfer Committee was
established to manage the transfer of payments across the
exchanges. ’

This committee worked successfully and transferred an
increasing proportion of total payments in cash forms,
eventually amounting to over 50% of the total.

7. The whole system was supervised by the Agent-Gen-
eral for Reparation Payments, S. Parker Gilbert, whose
very efficient organization contributed materially to the
success of the plan.

1 The ities in years prior to the fifth were derived from the same sources, but in
ller amounts, A~ ity index*’ would have modified the total in subsequent

years.,
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14 WORLD PEACE FOUNDATION

The Agent-General's authority had the effect of co-
ordinating the system into a smoothly running machine
with benefits to the German fiscal system and advantages
to the creditors.

8. The entire system being specific and fully worked
out, the Dawes Plan indicated, and the agreements of the
London conference provided in detail for, the smoothing
out of all friction concerning it by appropriate arbitral
methods, 19 separate types of jurisdiction being pro-
vided.: The most important of these is the Tribunal of
Interpretation between the Reparation Commission and
the German Government.

This procedure obviated the likelihood of friction, due
to the operation of the plan, developmg a political prob-
lem.

9. The Reparation Commission, while continued in
existence, was substantially superseded.

AGREEMENT FOR FINAL SETTLEMENT

The successful operation of the Dawes Plan thus elimi-
nated a great many of the difficulties which the reparation
problem had developed. The great service which the Plan
rendered was that it stripped the question of its political
incrustations and substituted a system essentially, if not
entirely, economic. It was, however, true that a potential
political control remained in existence, even if dormant,
and German payments were both supervised and ad-
ministered.

t Reparation, Part VI, p. 314. Altogether only 13 questions involving six decisions
were submitted to arbitration. Of these, 10 were submitted to the Tribunal of In- .
terpretation, two being settled out of court and one not being received because no
provision for payments on the subject matter existed. Five questions were settled by
an award of March 24, 1926, and one each by awards of January 29, 1927, and May
29, 1928. (Reprinted in American Journal of International Law, XX, p. 566; XXI,
p. 344; XXII, p.913.) Seealso Die Enischeid des Internationalen Schicdsgerichis
sur Anslegung des Dowes Plan, Berlin-Grunewald, Rothschild, 1926-29, 4 vols.

An award on the extent of the public law mortgage of the industrial charges law
was rendered on December 28, 1925 (American Journal of International Law, XX, D.
370). A _matter of taxation was decided by an award of June 23, 1926 (Reparation
C ) ficial D ts, XVIa, p. 100, and Amcncan Journal of International
Low, XXI, p. 326) and a question relating to railroad tariffson A t 24, 1928 (ibid.,
XIXA, p. 186).
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DEVELOPMENT OF THE PROBLEM 15

The Dawes annuities were paid promptly, though it was
debated whether the standard annuity would not over a
period of years prove beyond Germany’s capacity. From
1927 on, extensive discussions took place as to whether
German payments had not in reality been met by the
proceeds of imported capital.! The Agent-General in his
report of June 7, 1928, stated that “fundamentally, what
the Plan has done is to re-establish confidence and to per-
mit Germany’s reconstruction as a going concern. In so
doing it has marked the turning point in the reconstruction
of Europe, and it has also achieved its primary object, by
securing from the very beginning the expected reparation
payments and transfers to the creditor powers.” He con-
tinued by calling attention to the fact that the Plan was
not an end in itself, and added: ‘“The fundamental prob-
lem which remains is the final determination of Germany’s
reparation liabilities, and . . . it will be in the best in-
terests of the creditor powers and of Germany alike to
reach a final settlement by mutual agreement ‘as soon’, to
use the concluding words of the Experts, ‘as circumstances
make this possible’."? '

The operation of the Dawes Plan had thus brought it
about that conditions were ripe for considering the re-
maining essential question, namely, the amount Germany
was to pay.

During the operation of the Plan, and in the beginning
certainly because of its acceptance, the political atmosphere
had undergone notable changes. The London Conference
on Reparation of July—-August, 1924, was itself a great
demonstration of improving conditions. Premiers Herriot
of France and McDonald of Great Britain, the principal

1 Department of Commerce, Amervican Underwriting of German Securities (Trade
Information Bulletin, No. 648). The '.ol.‘a)l ﬁ';v':‘n’l?y Germany (1924-29) is 7,062,200,000
Reioh ts (R N P 4

ks ion ts, XX1Ia, p. 38).
2R ion C ission, Official D XVIIIL, p. 108.
3 In his previous report of D ber 10, 1927, Mr. Gilbert bad first raised tl‘le question
. 3 ¢ b

when he wrote: **As time goes on and practical d
always clearer that neither the reparation problem nor the other problems depending

upon,it will be finally solved until Germany has t?een given_ a definite task to perfarn.l'
on her own responsibility without foreign supervision and without transfer protection,
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16 WORLD PEACE FOUNDATION

figures of that conference, attended the Assembly of the
League of Nations in the following month and inspired the
resolution which resulted in the elaboration of the Geneva
protocol, which began a remarkable demonstration in favor
of the pacific settlement of international disputes. In
February, 1925, Germany made proposals that resulted in
the elaboration and conclusion of the Locarno agreements
on the following October 16. They came automatically into
force in September, 1926, simultaneously with the admission
of Germany to the League of Nations and with the cessation
of any distinction between the antagonists of the Great
War in the councils of the world.

On September 17, 1926, Aristide Briand, foreign minister
of France, and Gustav Stresemann, foreign minister of
Germany, took lunch in private at the little town of Thoiry
outside Geneva. When the bill came there was a friendly
rivalry between the two as to which should pay it. M.
Briand finally took it with the argument: “You let me
have this; you still have-reparation to pay.” During their
cordial discussion, the question of the continued occupation
of the Rhineland zones was brought up.

In these zones along the Rhine bank, Belgian, British
and French troops were quartered under the terms of a
treaty of June 28, 1919, which established an Interallied
Rhineland High Commission for the administration of civil
matters. American troops participated in the occupation
until January, 1923. By the terms of Art. 429 of the treaty
of Versailles, which defines the zones, that of the Cologne
bridge to the north was to be evacuated in five years under
normal circumstances. It was actually evacuated on
February 28, 1926, considerably after the stipulated date
of January 10, 1925. On January 10, 1930, the central
zone of Coblenz was normally due for evacuation, and on
January 10, 1935, the Mainz-Kehl zone would be due for
evacuation. The continued occupation of German territory
proved vexing to German opinion and was widely held in
that country to be in contradiction with the friendly co-
operation that has consistently increased since the Locarno

agreements were made.
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DEVELOPMENT OF THE PROBLEM 17

The evacuation of the zones, however, is, by the terms
of the treaty of Versailles, conditioned upon the settlement
of the reparation problem. As a consequence, the examina-
tion of the whole political relationship between Germany
and the other parties to the treaty of Versailles was involved.

The whole problem was discussed for many months,
informally and formally. While the principal statesmen of
the countries concerned were in attendance at the ninth
Assembly of the League of Nations in September, 1928,
they debated this question in its final stages in private
conferences at their hotels. On September 16, 1928, they
were able to make the following statement for publication: !

At the conclusion of the third conversation which has taken
place to-day, the representatives of Germany, Belgium, France,
Great Britain, Italy and Japan are able to record with satis-
faction the friendly conditions in which an exchange of views
has taken place regarding the question under consideration. An
agreement has been reached between them on the following points:

(1) The opening of official negotiations relating to the request
put forward by the German Chancellor regarding the early evacu-
ation of the Rhineland.

(2) The necessity for a complete and definite settlement of the
reparation problem and for the constitution for this purpose of a
committee of financial experts to be nominated by the six Govern-
ments.

(3) The acceptance of the principle of the constitution of a com-
mittee of verification and conciliation. The composition, mode
of operation, object, and duration of the same committee will form
the subject of negotiations between the Governments concerned.

t London Times, September 17, 1928, p. 14.
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1I. THE LIQUIDATION OF THE PROBLEM
1. The Committee of Experts, 1929

The Belgian, British, French, German, Italian and
Japanese Governments on December 22, 1928, agreed upon
the terms of reference ! for the Committee of Experts which
they had decided to establish three months before. The
committee was to consist of independent financial experts
who were to draw up “‘proposals for a complete and final
settlement of the reparation problem,” including “a settle-
ment of the obligations resulting from the existing treaties
and agreements between Germany and the creditor powers.”
The report was to be addressed to the six “inviting Govern-
ments” and to the Reparation Commission.

The Belgian, British, French, German, Italian and Japa-
nese Governments designated experts to serve on the com-
mittee. The Reparation Commission and the German
Government separately “invited” qualified Americans to
serve, following an inquiry on behalf of the Governments as
to the attitude of the United States Government respecting
such service. The attitude of the Washington Government
was made known by both the Secretary of State and the
President, whose views were given as follows: *

The President has already indicated . . . that the European
Governments or the principal nations, including Germany, would
like to secure the services of two Americans to join with the experts
who are to be appointed by the European Governments, and the
United States has reported to the European Governments that
this Government has no objection to their taking that course.
The President feels, however, that it should be emphasized that it
is the European Governments that are making the appointments
as well as the selection of the experts.

The President would be more pleased if the European Govern-
ments would settle the question of reparations themselves. But

1 See text of the terms in the Report of the Committee, p. 143.
t United Siates Daily, January 12, 1929, p. 2767.
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LIQUIDATION OF THE PROBLEM 19

if the European Governments feel that they need the assistance
of some American, the President does not think it would be be-
coming in the United States Government, if persons are willing
to serve as experts, that they should not be permitted to do so or
rather that this Government would not give its consent to their
doing so.

The Committee of Experts, 1929, differed in the nationali-
ties represented in two respects from that of 1924. The
Germans were included in the 1929 committee, which had
the effect of making the consultation one between debtors
and creditors. Japanese experts, who were not included in
the 1924 committee, were members of the 1929 committee.

The 1929 committee included five members of the 1924
committee. These were: Owen D. Young, American; Sir
Josiah Charles Stamp, British; Jean Parmentier, French;
Alberto Pirelli, Italian, and Emile Francqui, Belgian. Two
of the German experts, Hjalmar Schacht and C. Melchior,
were almost equally familiar with the 1924 work, since Dr.
Schacht, as president of the Reichsbank, had taken a
prominent part in the organization of the Dawes Plan, and
Dr. Melchior for many years had dealt responsibly with
reparation problems. Other members of the 1929 experts
were exceptionally familiar with the problems involved.
Sir Charles S. Addis, British, had participated in organizing
the Dawes Plan; Signor Fulvio Suvich had represented
Italy's reparation interests; Thomas N. Perkins, American,
had been the ““delegation of the United States citizen mem-
ber of the Reparation Commission" and was the chairman
of the Tribunal of Interpretation between the Reparation
Commission and the German Government; Thomas W.
Lamont, American, had been adviser of the American dele-
gation to negotiate peace at Parisin 1919.

The committee met on February 9, 1929, and signed its
report on June 7, 1929. Owen D. Young was unanimously
chosen chairman and acted in that capacity throughout the
17 weeks of continuous deliberation. He not only presided
over the meetings, but shared the work of constructing
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20 WORLD PEACE FOUNDATION

solutions of the problems.! When the creditor states had
developed a scheme of annuities, the chairman consulted
with the experts of the creditor countries and with the
German experts, and their memoranda as revised, along
with a memorandum of the chairman, were placed before the
committee. ‘‘Finally the chairman prepared a new and
independent plan in which these divergent views were
brought closer together.” Eventually, unanimous agree-
ment was reached. On that record of negotiation is based
a popular tendency to name the plan evolved the Young
Plan after the chairman of the Committee of Experts.
Formally, it is the first part of the New Plan.

ELEMENTS OF THE NEw PLAN

The report of the committee of June 7, 1929, adds two
essential elements to the solution of the reparation problem:

(1) It fixes the number and reduces the amount of the
annuities to be paid by Germany *“on her own untram-
meled responsibility;”

(2) It removes the German reparation debt “from the
sphere of inter-governmental relations” by making ade-
quate provision for its liquidation in accordance with
economic principles and, further, by its partial “com-
mercialization."”

The plan incidentally provides for several important
developments:

(1) It calls for the establishment of the Bank for Inter-
national Settlements to ‘“provide additional facilities for
the international movement of funds” in connection with
reparation payments and otherwise, and “to afford a ready
instrument for promoting international financial relations.”

(2) Itfinally removes from Germany all politico-economic
controls and assimilates the entire future mechanism of
reparation payments to normal financial and economic
principles.

1 Mr. Young delivered a notably clear and frank address on the making of the
Young Plan and its significance at the charter day exercises of the University of

California, Berkeley, on March 24 (New York Tsmes, March 25, 1930, p, 22 and Con-
gressional Record, April 11 and 25, 1929).
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LIQUIDATION OF THE PROBLEM 21

(3) It abolishes all organs invented specifically for the
collection and distribution of reparation, including the
Reparation Commission, the Agent-General for Reparation
Payments, and foreign commissioners supervising pledges
representing security for Germany's liability.

(4) It abolishes the joint liability of Germany for any
Austrian, Bulgarian or Hungarian indebtedness.

(5) It contemplates the eventual cessation of deliveries
in kind, thus doing away with an artificial form of trade.

(6) It abolishes the *index of prosperity” which under
the Dawes Plan would in the future increase or diminish
the annuities.

(7) It establishes an equitable agreement between debtor
and creditor groups by reduction “in the face value of
payments due.” In doing this the committee definitely
based its decision upon the conviction that the best “basis
of security” was “the solemn undertaking of the German
Government, to which no further guaranty can add any-
thing whatsoever.”! On the other hand, the creditors
are obtaining “improvements in intrinsic and available
values which arise from the practicability and certainty of
commercialization and mobilization within a reasonable
period and in its attendant financial and economic psy-
chology."?

In order to facilitate its work, the committee established
no secretariat and kept no minutes. On the other hand,
the greatest pains were taken to include in the report an
adequate and accurate statement of every conclusion
which prevailed with the committee and the reasons for
its acceptance. Therefore, the Report of the committee
presents cogently both the problems and the conclusions
of the committee, in the setting of the facts of the reparation
system from which it was bound to proceed. Its contents
are analyzed below in connection with the completory and
correlative decisions subsequently taken.

1 Report, par. 101.
9 Ibid., par. 157,
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2. First Conference of Governments

When the experts had made their report on the settle-
ment of the reparation problem, the next move was up to
the Governments, which had agreed at Geneva on Septem-
ber 16, 1928, to open negotiations on the questions of (1)
the evacuation of the Rhineland, (2) the settlement of the
reparation problem and (3) ‘‘the constitution of a com-
mittee of verification and conciliation.” Those Govern-
ments — Germany, Belgium, France, Great Britain, Italy
and Japan — took the initiative in inviting others concerned!
to a conference which began at The Hague on August 6,
1929, and adjourned on August 31, to meet again January
3-20, 1930.

It was anticipated that the August meeting might adopt
the procedure followed five years previously at London, when
the requisite agreements were made and signed and auto-
matically came into' force, — by intervening ratification,
passage of laws and development of regulations,—on a
stipulated future date. Such a program was not realized.
The question of a committee of verification and control
was determined by an agreement signed on August 30,
but was itself dependent upon the realization of the Young
Plan. The evacuation of the Rhineland was arranged by
exchange of notes and was begun without delay. Addi-
tional demands of the British Government occupied most
of the time of the conference, resulting in some changes
in the Young Plan and creating a situation which pre-
vented the conference from completing its scheduled work.
As a consequence, the Experts’ Plan of June 7, was only
accepted in principle by the protocol of August 31, rather
than accepted outright.

The protocol and its annexes, whxch embody the agree-
ments reached and the adjustments effected, were not
made formal documents in August.? In fact, the confer-

1 All Governments affected by the decisions to be taken. Those actually represented
at each session are mentioned in the detailed account.

3 Practically, however, they were executed as though in force, so far as the handling
of funds was concerned.
[822]
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ence as a consequence of the British demands had not been
able to organize formally and did not elect a president
until its final session, when it chose Henri Jaspar, Prime
Minister of Belgium, who had opened the proceedings.
This belated action was taken for the purpose of giving
the protocol such a final character as was then possible
and for providing machinery to continue the task. The
protocol of August 31 and the annexes were signed only by
the president and the secretary-general of the conference.
The president was intrusted with the duty of appointing
the committees required to complete the work, and the
protocol provided that the conference was to reassemble
at a date and place to be fixed by the president. The
adjourned session met at The Hague January 3-20, 1930,
when it gave authentic character to the reports of the
committees and established the treaty character of the
protocol of August 31.

THE AuGusT CONFERENCE MEETING

The August 6-31 session of the Hague Conference was
attended by the delegates of the German Reich, Belgium,
the United Kingdom, Canada, Australia, South Africa,
New Zealand, India, France, Greece, Italy, Japan, Poland,
Portugal, Rumania, Yugoslavia, Czechoslovakia and of the
United States — “in the capacity of observer and with
specifically limited powers".!

Taking into account that the arrangements arrived at
were not only to have a character of permanence but
involved the decision of a large number of questions that
previously had been relegated to the future, some delay
was not surprising. Moreover, speed was in no wise
facilitated by the attitude assumed at The Hague by the
British delegation and particularly the Chancellor of the
Exchequer, Philip Snowden.

Opposition to the Report of the Committee of Experts
showed in London immediately after the text of the docu-

1 Protocol of August 31, 1929, Sec. 1.
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ment was available. In response to a query in the House of
Commons, Philip Snowden, Chancellor of the Exchequer,
stated on July 9 that “the loss entailed to this country by
reason of the departure from the Spa percentages in the
Young report amounts on average to approximately
£2,400,000* a year.” Capitalized at 5149, this was
estimated to amount to £37,500,000. On July 26, reply-
ing to a speech by the Liberal leader, David Lloyd George,
Mr. Snowden stated the British objections, which on
analysis amounted to the following:

(1) Mr. Young's proposal as to German annuities when
first made “aroused indignation in this country.” 2 How-
ever, the differences between it and the final proposal
“were differences of degree only.”

(2) “The Government were willing to agree to the
amounts which had been proposed for the German annu-
ities,”” having ‘“no desire to increase the amount of the
claims which Germany might be called upon to pay.”

(3) “We were given rfo appreciable share’ of the non-
postponable part of the annuities, practically all of which
went to France and Italy.

(4) “No explanation and no attempt at justification
had been given for revising” the British percentage as
fixed at Spa, which for nine years had been agreed to “as
governing the distribution of any revised scheme of
reparation or annuities.”” ?

(5) “We should just get, with the interest (sic) from
our European debtors, enough to pay the future annual

1 0On July 26 he stated the figure to be £2,415,000, specifying that Italy got £1,840,000
of the British reduction. He continued by saying ‘‘the acceptance of the report

reduced our share of the annuities by just under £2,500,000 a year,” (Pariiamentary
Debates, 5th series, 229, col. 684, and 230, col. 1680.)

2 In determining whether this indignation was justified or not, it should be observed
that the proposal was accepted by the experts nominated by the British Government,
who were known to be in close touch with their Government and who had the assist-
ance at Paris of representatives of the British Treasury. It should further be noted
that eight days before the signing of the Experts’ Report at Paris a general election
took place in Great Britain which resuited in an overturn of the Government. -

¢ The British Spa percentage was 23.05%; the British percentage of average an~
nuities under the Young Plan is 20.565 %; the British percentage of total German an-
nuities for the first 37 years is 19.494%, and the net British receipts for S9 years is
18.575% of the total German paymenta.
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payments of interest (sic) to America. There would be no
surplus to Great Britain.” All other creditors “would
have surpluses beyond their outgoings.” This “did not
give us the conditions we laid down, because there was
already about £200,000,000 of difference between what
we had paid to America and what we had received from
our continental debtors.” 1

(6) As to deliveries in kind, which had a special “seri-
ousness for an exporting country like our own,” the Gov-
ernment could not agree, “unless . . . compelled to do
80, to accept the proposals in the report.”

(7) " They would have something to say in the confer-
ence upon the distinction which had been made upon the
postponed and the unconditional annuities and the fact
that we had no share at all in the unconditional annuities.”

THE BRriTisa DEMANDS

The session of the Hague Conference of August 6-31
was one of the most astonishing gatherings in postwar
official history. At the outset of the conference, Philip
Snowden, the British chancellor of the Exchequer, in a
speech notable for lack of courteous form, demanded satis-
faction of the British claims. “The objections of the
British delegation appeared to come as a surprise to the
conference,” Mr. Snowden remarked afterward.? The es-
sentials of the subsequent proceedings are given in Mr.
Snowden's own words:

At the conclusion of my speech, it was moved that we should
adjourn for two days to enable the delegates to recover from the
shock. After two days, it was realized that no agreement was
likely to be reached by formal debates. We refused to agree to
the setting up of formal committees until we had received satis-
faction on our three main points. It was agreed to set up a formal

LR itten )} 1i: tary question, the Ch Jlor of the Exch
mte: L.hn't.r‘"tt,he :gesyst:f :h:a;ritzhmpaymenu to the United States Government over
our aggregate receipts from allied debts and reparation up to March 31, 1929, was
£145,925,000,"

2 The account of hig pational broadcast September 2, London Times, September
3,1929, p. 14 -
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committee of treasury experts. For three days . .. these ex-
perts met, but made little progress. At no stage did . . . the
other creditor powers make any offer. After a week of this futility,
I addressed a letter to M. Jaspar [the presiding officer]. I said,
“The time has come for a definite decision; I expect this within
the next two days.”. . . Two days later we received from them
a letter setting forth their offer . . . so meager as to be wholly
unacceptable. This I communicated to M. Jaspar, and from
that time onward the meetings became hectic. The meetings of
the conference were still suspended. . . . For days things dragged
on. Private interviews continued, and occasional meetings of the
heads of the principal powers. On Thursday, the 22d, . . . the
other four creditor nations . . . decided to make a fresh offer.
Toward midnight M. Jaspar called on me . . . [He] was informed
that it was quite unacceptable . . . I addressed to M. Jaspar a
communication asking that we should have the proposals of the
other creditor powers inn a final definite form in writing without
further delay. .

Substantial progress it is true had been made on the political
side, the agreement to which was almost complete provided a
settlement could be reached on the financial side. The matter of
deliveries in kind . . . had also made some progress, though our
requirements had not been completely met. On the financial
side, however, the position was the same as it had been for two
weeks. . . . In these circumstances, the British delegation decided
to ask that afternoon for the summoning by the six inviting powers
of the plenary conference on the following morning.

This meeting, which marked the turning point in the fortunes
of the conference, assembled at § o'clock. Each delegation out-
lined its own point of view at some length. . . . The room was
insufferably hot, and it was suggested that we might adjourn for
ten minutes to get some fresh air. We split into little groups,
and then the bargaining process began. The British delegates
remained in one room while the others went into another room.
M. Jaspar acted as intermediary. M. Jaspar returned within five
minutes to say that his friends would advance only 66%. I at
once rejected this. . . . Half an hour later (9.15 p.M.) he returned
with another offer which showed some advance, but was still unac-
ceptable. I begged him to continue his efforts and pointed out
that . . . at the same rate he would come up to the minimum
demands before midnight. He returned in a quarter of an hour
with a further advance of £50,000. “You are doing first rate,
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M. Jaspar,” I said, “be not weary in well doing.” In the next
two or three hours further small advances were made, and by
11.30 they had come within £240,000 of the British claims. M.
Jaspar was in despair. “I can not do more,” he said, “you have
emptied all our pockets.” *“Go through your pockets again,” I
said very kindly, **and I am sure that you can find enough to cover
what remains between us.” “You told me you had a very kind
heart,” he said, “and we have never met a man like you.” I
assured him that it was out of the kindness of my heart that I
wished him to continue his efforts as I was sure that he would
succeed. Then some one had a brain wave, and the hitherto
undiscovered means of giving us the sum we needed was discovered.
At midnight our demands were accepted.

The original British demands were an addition of
£2,400,000 to its annuities, a larger share of the uncondi-
tional annuities, and some substantial improvement in
regard to deliveries in kind.

According to the British interpretation of the figures, an
increase of £2,000,000 a year in the annuities for 37 years
was obtained. A guaranty was given as to £990,000 by
the French and Belgian Governments and as to £450,000
by Italy, or £1,440,000 guaranteed from other creditors.
A lump sum of £5,000,000 (100,000,000 marks), “equal to
an additional annuity of £360,000 a year,” was obtained
out of the payments due by Germany in the last five
months of the fifth Dawes annuity, in which there is a
surplus over the Young Plan requirements of 300,000,000
marks. Gains in interest from readjustment of dates at
which debt payments are to be made were credited by the
British as representing a gain for them of £200,000 a year.
Mr. Snowden stated that 909, of these sums ‘“‘are guar-
anteed and are therefore placed in the category of uncon-
ditional annuities.”” He added that * this may be reg.arded
as full compensation for the small sacrifice we made in the
total of our original demands.”? .

On the second point, the British Empire was assigned

1The quotations are from Mr. Snowden's broadcast, as cited, which waa in the
nature of a report to the people of Great Britain.
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55,000,000 gold marks as its share of the unconditional
part of the annuities under the Experts’ Report.

On the third point; deliveries in kind, Great Britain
secured an undertaking by Italy to purchase from Great
Britain 1,000,000 tons of coal a year for three years, thus
reducing the demand for German coal on reparation
account. .

3. Elimination of Sanctions

The resolution of September 16, 1928, dealt with two
other questions besides reparation, which were referred to
the political committee of the conference. The Hague
protocol of August 31 states “‘that on all the political ques-
tions on the agenda of the conference an agreement has been
come to between the powers interested.” In its session of
August 29, Arthur Henderson of the British delegation as
rapporteur read a unanimous report on those questions.
In presenting the report he expressed the hope *‘that to-day
we are taking decisions which will mean that from now
henceforward the World War, with its divisions, with its
hatreds, and with the clashes of conflicting interests which
it left behind will soon be no more than an evil memory.
The path is opening before us for the constructive work of
building up the common welfare and prosperity of our
peoples upon the firm foundation of stable and enduring
peace.” The report was unanimously adopted, after a
notable series of speeches, by the conference.!

The political committee of the conference completed the
solution of the question raised under par. 3 of the Geneva
agreement by an agreement formally signed at The Hague
on August 30. The question was that of substituting a
means of verifying and conciliating questions which might
arise under the new conditions. It should be appreciated
that the treaty of peace with Germany was a document
which accorded the allied and associated states various
abnormal privileges and entitled them to take sanctions.
The victors in modifying the system by mutual agreement

t Texts in London Tsmes, August 30, 1929,
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with Germany were unwilling simply to abolish such rights.
The question of the *committee of verification and con-
ciliation” consequently resolved itself into a question of
method by which the examination of differences as to the
execution of German obligations in the Rhineland could be
examined under the normal conditions of peace. The
Hague conference solved the problem by extending the
scope of the Locarno arbitration treaties to all questions
concerning the evacuation of the Rhineland territory.! It
is to be noted that the agreement provides for the use of
the Belgo-German and Franco-German conciliation com-
missions of the Locarno agreements for this purpose, but
that the agreement of August 30 itself was signed by the
Italian and British representatives as well. No provision
is made for the conciliation of questions between those two
countries and Germany.
The agreement reads as follows: ?

The undersigned duly authorized:

Having taken note of the notes annexed hereto® which have
been exchanged between the Belgian, British and French Govern-
ments of the one part and the German Government of the other
part with a view to the evacuation of the Rhineland territory
occupied by the Belgian, British and French troops,

Note the agreement which has been arrived at on this question,

Note, also, that in order to facilitate in the common interest a
‘friendly and practical settlement of any difficulty which may
arise between Belgium and Germany or between France and
Germany concerning the observance of Arts. 42 and 43 of the
treaty of Versailles, the German, Belgium and French Govern-
ments have agreed that the task of settling amicably any such
difficulty shall be accomplished by the commissions set up under
the arbitration agreements concluded at Locarno on October 16,
1925, by Belgium and by France with Germany. These commis-
sions will act in conformity with the procedure laid down and
with the rights accruing under these conventions. .

If any such difficulty should arise, it will be submitted either

1See The Locarno Conference, this Series, IX, No. 1, p. 55, 60.
8 International Agreement on the Evacuation of the Rhincland Territory, p. 2-3 (Mis-
eellaneous No. 7 (1929), Cmd. 3417). Only the English text is here reprinted.

3 See p. 33.
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to the Belgo-German Conciliation Commission or to the Franco-
German Conciliation Commission, according to whether the diffi-
culty arises between Belgium and Germany or between France
and Germany.

This agreement does not in any way affect the general provisions
applicable in such case and in particular is subject to the reserva-
tion that the powers of the Council and Assembly of the League
of Nations to make investigations under Art. 213 of the treaty of
Versailles remain intact. It is also subject to the understanding
that each of the powers who signed the treaty concluded at Locarno
on October 16, 1925, between Germany, Belgium, France, Great
Britain and Italy retains the right to lay any difficulty at any
time before the Council of the League of Nations in conformity
with Art. 4 of that treaty.

The present agreement and the arrangements relating to the
acceptance in principle of the Plan of June 7, 1929, are mutually
interdependent.

Done at The Hague, the 30th day of August, 1929.

STRESEMANN. ArTHUR HENDERSON.
PauL HymaNs. ARISTIDE BRIAND.
Dino GRraNDI.

This agreement does not extend obligations. It is in
effect a reenactment of the Locarno treaty of mutual
guaranty by which the demilitarized zone on both banks of
the Rhine is declared inviolable. The agreement, however,
points to a more definite use of conciliation commissions
than the treaty of guaranty and the arbitration conventions
of Locarno, which afford a considerable choice of method
for settling disputes. Under the agreement, the commis-
sion may be invoked in the first instance.

By Art. 213 of the treaty of Versailles, Germany under-
takes to give every facility for any investigation which the
Council of the League of Nations may consider necessary
as to the status of its military preparations. The agree-
ment preserves intact the rules for this exercise of the right
of investigation which have been determined by a series
of Council resolutions of September 27, 1924, March 14,
1925, and December 11, 1926. !

! League of Nations, Oficial Journal, V, p. 1592, 1658; VI, p. 610; VIII, p. 162,
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END OF RHINELAND OCCUPATION

The question of the evacuation of the Rhineland was
settled in the course of the Hague Conference as forecast
by the agreement of September, 1928. Possession of the
occupied zones was taken ‘‘as a guaranty for the execution”
of the treaty of Versailles. A finding by the Reparation
Commission ‘“‘that Germany refuses to observe the whole
or part of her obligations . . . with regard to reparation”
was stated by Art. 430 of the treaty as cause for the im-
mediate reoccupation of the zones during or after the initial
periods. On the other hand, Germany’s compliance “with
all the undertakings resulting from" the treaty would call
for a withdrawal.

The occupied regions were divided into three zones,
consisting of the German territory west of the Rhine and
bridgehead areas to the east of a 50-kilometer radius from
them. All told, 20,927 square miles of German territory
was in occupation at the beginning. By Art. 429 of the
treaty of Versailles, the Cologne zone on the north was
to be evacuated January 10, 1925. It was actually de-
layed to begin December 1, 1925, and was completed by
February 28, 1926. The second, or Coblenz zone, was
due to be evacuated January 10, 1930, and the Mainz-
Kehl zone in the south by the same date in 193S.

For many reasons Germany had been anxious since the
Locarno Conference in 1925 to have the two remaining
zones evacuated without regard to the treaty limitations
of time. The admission of the principle in September,
1928, resulted in an exchange of letters on August 29 at
The Hague between the Belgian, British and French dele-
gates, representing the occupying states, and the German
delegate. Each of the occupying Governments appended
to their collective note a note stating the details of the
evacuation.

A financial question was involved, since the expenses
of the occupation were met by Germany through the repa-
ration system and the circumstances of the occupation had
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resulted in a vast number of claims and counter claims
under the treaty of June 28, 1919, which provides for the
meeting of the expenses of the occupation and establishes
the Inter-Allied Rhineland High Commission, which per-
formed the functions of civil government in the occupied
zones. The financial arrangement agreed upon consisted
of establishing a fund of 60,000,000 Reichsmarks, of which
Germany was to contribute outright 30,000,000 ! and the
three occupying states so much of the other 30,000,000 as
proved to be necessary. The 509, contribution of the
occupying states was to be divided: France 359, Great
Britain 129, Belgium 3%,. An additional amount of
6,000,000 Reichsmarks was also paid by Germany toward
the “‘expenses of the commissions and organizations under
the Dawes Plan covered hitherto by the Dawes annu-
ities.” 2

The troops remained at about the same figure since
June 15, 1928, when the strengths amounted t9:

Troops.

Second zone, Coblenz . . . British . . . 6,760
Belgian' . . . 5,553

Third zone, Mainz-Kehl . . French . . . 54,751

By the notes, the second zone was evacuated by Decem-
ber 14, 1929, and the third zone by June 30, 1930. The
British arranged a skeleton scheme providing for the
evacuation within 86 days from ‘zero hour,” which was
fixed as September 14. The Belgian evacuation of the
second zone was effected between September 16 and
November 25. The French removed material from Sep-
tember 16-October 15, and all troops from the second
zone between October 16 and November 30. After 1920,
French troops were in considerable number in the Saar
Basin, where the mines were allocated to France by the
. treaty and which is governed by a commission appointed
by the Council of the League of Nations. The removal
of the French troops from the Saar in 1926 resulted in the
establishment of a railroad guard of 600 men assigned by

1 The German payment was made and credited in October, 1929.
* Hague Protoco! of August 31, 1929, Annex III, Art. IL
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Belgium, Great Britain and France from the German occu-
pied zones. In October, the British withdrew their Saar
contingent in connection with the evacuation of the second
2o0ne.

The third zone was entirely occupied by the French
troops. The notes exchanged provided for its evacu-
ation to begin “immediately after the ratification by the
German and French parliaments and the entrance into force
of the Young Plan.” Complete evacuation “in any case
will be effected at the latest within a period of eight months,
and it shall not extend beyond the end of June, 1930.”

The exchange of notes of August 30, 1929, providing for
this action closed a chapter of postwar history and re-
established normal nonmilitary relations along the Rhine.
The documents, which represent an essential phase of the
settlement of the Great War's problems, are as follows: !

JoINT NoTE TO DR. STRESEMANN

SECRETARIAT-GENERAL, THE HAGUE,
August 30, 1929.
Your Excellency,

In the course of the proceedings of the Political Commission
of the Conference at The Hague the three Occupying Powers have
agreed to begin the evacuation of the Rhineland during the month
of September on the conditions laid down in the attached notes.
The withdrawal of the Belgian and British forces will be com-
pleted within three months of the date on which the operation of
evacuation begins. The French forces will evacuate the Second
Zone within the same period. The evacuation of the Third Zone
by the French troops will begin immediately after the Young
Plan is ratified by the German and French Parliaments and put
into operation. It will proceed without interruption as rapidly
as physical conditions permit, and in any case will be completed
at the latest in a period of eight months terminating not later than
the end of June, 1930.

3 Intermationol Agreemens on the Es ion of the Rhincland Tavitary, p. 4, 16

(Miscellaneous No. 7 (1929), Cmd. 3417). OnlytheEn(hahunuhﬂ!npnnwd.
Beigian, French and British no(a_l_t.uched‘detmnad‘det:mhd the evacnation.

The Interullied Rhineland C lished its ad at Wi L,
pending the evacuation of the third zope. An it betw t;he nmis
and the issi of the Rbineland . the
northern of the third zone an September 30, 1929 (Oficial Gesetic, X, Noa.
VIi-X, p. 6).
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In order to enable the Belgian, British and French troops to
complete the evacuation within the periods indicated above, it
is necessary that the Government of the Reich should take the
measures laid down in the annexed notes mentioned above. We
should be greatly indebted to Your Excellency if you would let us
know if you are in agreement with regard to these measures.

We avail ourselves of this opportunity to renew to Your Excel-
lency the assurance of our highest consideration.

PauL Hymans.
ARTHUR HENDERSON.
ARISTIDE BRIAND.

DR. STRESEMANN TO THE MINISTERS OF FOREIGN AFFAIRS OF
BELGIUM, GREAT BRITAIN AND FRANCE

(Translation)

GERMAN DELEGATION,
. SCHEVENINGEN, August 30, 1929,
Your Excellencies,

I have the honor to acknowledge the receipt of Your Excellencies’
note of to-day’s date which you have addressed to me in the name
of your Governments. )

The German Government take note of the declaration madeé by
the Belgian, British and French Governments regarding the
evacuation of the Rhineland, in accordance wherewith evacuation
will commence during the month of September. The Belgian
and British troops will be completely withdrawn within a period
of three months dating from the beginning of the evacuation
operations. The French troops will evacuate the second zone
within the same period. The evacuation of the third zone by the
French troops will take place immediately after the ratification
of the Young Plan by the German and French Parliaments and
the entry into force of the Plan. Evacuation will be effected
without interruption, and as speedily as physical conditions per-
mit, at the latest within a period of eight months, which, however,
may not extend beyond the end of June, 1930.

At the same time I have the honor to confirm to Your Excellen-
cies the agreement of the German Government to the provisions
contained in the three inclosures in your note dealing with certain
questions connected with the evacuation.

STRESEMANN.
[834]
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Agreements effected by letters exchanged on August 4,
1929, between the Conference of Ambassadors and the
German ambassador at Paris brought an understanding on
the character of railroad construction in the Rhineland ?
prior to the evacuation. The Conference of Ambassadors
had long contended that various German railroad struc-
tures or undertakings in the territory demilitarized by the
Locarno treaty of guaranty were planned on a strategic
basis. By the letters exchanged on August 4, it was
recorded:

(1) That the new station at Jilich to replace one built
in 1870 was to be reconstructed according to plans made
in 1928 so as “exclusively to meet the local requirements
and traffic;” and

(2) That the Osterthal Railroad “for 12 years at least
would have the technical character of a local railroad
(Kleinbahn).”

The Conference of Ambassadors took note of a series of
declarations by the German ambassador in a letter of
July 17 respecting the destruction or modification of new
construction in the Ahr Valley, largely relating to the
length of loading platforms. In taking note of their
letter “the interested Governments in no wise renounce
eventually making use of the rights accruing to them
under Art. 43 of the treaty of peace” with respect to
railroad structures “‘at any point in the demilitarized zone
which in their eyes would constitute a violation of the said
Art, 43.”

4. Final Session of Conference

The interval between the meetings of the Hague con-
ference was devoted to preparation of the Plan for entrance
into force. The protocol of August 31 stipulated that the
president of the conference should appoint committees
whose formation was not otherwise provided for and for
his receiving the reports of all committees. The com-
mittees at work in the interval numbered seven and were
as follows:

1 Le Temps, December 19, 1929, p. b
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(1) Organization Committee of the Bank for Interna-
tional Settlements, Baden-Baden, October 3-November
13, 1929.

(2) Committee on delivery in kind, Paris, September 16
—November 30, 1929.

(3) Committee on ceded properties, liberation debts,
and final settlement under the treaties of St. Germain,
Trianon, and Neuilly, Paris, September 16-November 30,
1929.

(4) Committee on liquidation of the past, Paris, Sep-
tember 16-November 22, 1929,

(5) Adaptation of the system of controlled revenues to
the New Plan, Annex I to the final protocol signed at
London, August 16, 1924;! report submitted November
19, 1929.

(6) Adaptation of the German law on the Reichsbank
of August 30, 1924;2 report submitted November 12,
1929. . A

(7) Adaptation of the German law concerning the Ger-
man Railway Company of August 30,.1924;® report
submitted November 19, 1929, R

It fell to M. Jaspar to summon a Committee of Jurists
to draft the reports of the committees into legal texts for
embodiment in the final protocol. The Committee of
Jurists began work on December 10. Following the com-
pletion of its task, the Governments concerned examined
its drafts in preparation for sending delegates to the
reconvened conference.

1 Reparauon C ission, Official D ts, Vol. X1V, p. 131.
The repon xu pnnted m Enmﬂrjr 55 den Gesetsen @ber die Haager Konferens und die
Sonder- und L Sechster Teil, p. 2. The assigned revenues must

amount to 150% of the highest budgetary contribution, that is, 150% of 1,768,800,000
Reichsmarks, or 2,653,200.000 Reichamarks. The report is substantially Annex VII
of the agreement of January 20, ibid., Erster Teil, p. 154, and Agreements, p. 67.

2 The law and subsidiary legislation were texts prescribed by one of the organization
committees under the Dawes Plan, The texts affected are in ibid., p. 167, especially
179.

The report is printed in E rfe su den G Sechster Teil, p. 6; it is sub-
stantially Annexes V and VA of the agreement of January 20, sbid., Erster Teil, p.
94 and 102, and Agreements, p. 40.

8 Ibid., p. 225, especially 234. .

The report ie printed in E: fe sx den Geses Sech Teil, p. 32; it is sub-
stantially Annexes VI and VIA of the agreement of January 20, sdid., Erster Teil,
p. 104, and Agreements, p. 45.
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GERMAN NATIONALIST OPPOSITION DEFEATED

The German Nationalist Party expressed opposition to
the Young Plan even before it was published. They sought
to defeat it by seeking a referendum on a law relating to
the so-called war-guilt controversy, the occupation of
German territory, and the payment of reparation. A pre-
liminary petition having been properly signed, the Govern-
ment was constitutionally bound to submit it to voters
for the requisite 109, of their signatures. In doing this,
the cabinet issued the following communiqué:?

The Government of the Reich, in agreement with the immense
majority of the German people, knows that improvement in the
external situation can not be imposed by a German law. It can
only be attained by negotiations with the associates of Germany.
The Government will not refuse to give the plebiscite the guaran-
ties accorded by the Constitution, but it will combat any attempt
at recourse to inappropriate methods which are only calculated
to aggravate internal dissension.

Despite this statement, 4,137,164 persons, or 10.08%, of
the electorate signed the petition for the passage of the
following bill:*

(1) The German Government shall notify all foreign powers
immediately and solemnly that the extorted acknowledgment of
war guilt in the treaty of Versailles is contrary to historical truth;
is based on false premises and is not binding in international law.

(2) The German Government shall use all endeavors to secure
the annulment of the war guilt acknowledgment contained in
Art. 231 and Art. 429 and 430 of the treaty of Versailles. It shall
also undertake to secure the immediate and unconditional evacu-
ation of the occupied German territories, without any remaining
control commissions, independently of the acceptance or the re-
jection of the decisions of the Hague conference.

(3) No further financial burdens or obligations based on the
war guilt acknowledgment shall be assumed, inclusive of those

s Ls Temps, October 2, 1929.
8 New York Times, November 13, p. 11.
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arising from the recommendations of the Paris reparation experts
and the subsequent agreements.

(4) The chancellor and ministers or representatives of the Reich
who lend their signatures to agreements contrary to the provisions
of par. 3 shall render themselves liable to prosecution for high
treason.

(5) This law enters into force at the moment of its proclamation.

The Reichstag rejected the bill overwhelmingly on No-
vember 30, the vote being 312 to 82 on the first three sec-
tions and 312 to 60 on the fourth. As a consequence of
this rejection a plebiscite was held on December 22, in
which 509, of the 41,278,897 registered voters would have
had to cast ballots to enact the measure as law.! Only
5,828,082, or 13.8%, one fourth of the required number,
voted at all and only 337,320 of the electorate took the
trouble to vote against the proposal.

Another diversion in Germany excited sqme outside
interest and created a change in the German Cabinet. Dr.
Hjalmar Schacht,? president of the Reichsbank and prin-
cipal German expert on the Young Committee, on Decem-
ber 5, 1929, published a memorandum ? addressed to the
Government in which he criticized the current financial
position. Asserting that he wrote on the basis of his per-
sonal responsibility for the success of the Plan as one of
its drafters, he called attention to circumstances which he
regarded as compromising the possibilities of its success.
He sought to show that the allocation of surplus in the
transition period, the Belgo-German agreement respecting
the so-called Belgian marks, the adjustment of the non-
postponable portion of the annuity and other decisions of

t The Reichstag Electoral Court decides after a plebiscite whether the question
requires the affirmative vote of a majority of electors (in this case 21,055,587) as a
modification of the Constitution or a poll of that number only as a rejection of a Reich-
stag decision.

1An address delivered by the Presid of the Reichsbank at a meeting of the
Deutsche Industrie-und Handelstag on Friday, June 28, 1929, entitled The Parss Con
Serence of the Experts (Berlin, Druckerei Der Reichsbank) shows the speaker's early
reaction to the subject.

3 Text in L'Europe Nouvelle, December 21, 1929, p. 1744,
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the Hague protocol of August 31 had involved new charges
on Germany at a time when its financial ability was weakest
and that the concessions had not been reciprocal. He
criticized the German financial ministry's conduct of the
budget. He asserted that, though the German experts at
Paris proceeded on the assumption that the Reich would
put its financial affairs permanently in order and alleviate
“the internal situation of German production so as to make
possible support” of the heavy charges of the Young Plan,
nothing had in fact been done. On the other hand, *the
national German economy is not facing a decrease, but
an increase of charges.” The Government in a commu-
niqué called Dr. Schacht’s memorandum inopportune, but
it stated that fiscal reform was to receive immediate atten-
tion. In the end lassitude respecting budgetary reform
was tacitly admitted by the resignation of the finance
minister and a responsible subordinate official and the
supersession of Herr Hilferding by Paul Moldenhauer as
finance minister.

FinaL DocuMeNTS oF THE CONFERENCE

The second session of the Hague conference ran from
January 3 to Janiiary 20, 1930, and resulted in the signing
of an extensive series of documents by which the Govern-
ments represented formally accept the terms of the settle-
ment originally provided for by the Geneva agreement of
September 16, 1928. The signing of the documents com-
pleted nearly 12 months of continuous work by the Com-
mittee of Experts, 1929, seven organizing committees, a
committee of jurists, and two sessions of the conference.
Every essential phase of the reparation problem was dealt
with: Relations of creditors to the German, Austrian,
Bulgarian and Hungarian debtors, adjustment and clc.)s.mg
of all outstanding accounts, the relinquishment of political
controls and the substitution therefor of economic appara-
tus, including the establishment of new internaqonal
economic machinery. The work which remained consisted
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of matters of detail and of implementation,? the principles
for which had been laid down.

The second session of the conference was organized by
the inviting Governments, Germany, Belgium, France,
Great Britain, Italy and Japan, the group which had taken
the initiative in reaching the Geneva agreement of Sep-
tember, 1928. Governments which attended the previous
session were Australia, Canada, Czechoslovakia, Greece,
India, New Zealand, Poland, Portugal, Rumania, South
Africa, Yugoslavia and the United States, as previously,
““in the capacity of observer and with specifically limited
powers.” New attendants were representatives of Austria,
Bulgaria and Hungary. Altogether, 21 Governments
were represented.?  All principal delegations included mem-
bers of ministerial rank in the national cabinets.

The preparation which had been made enabled the
second session of the conference to proceed rapidly to ac-
ceptable conclusions. JXnexpected delaysy however, oc-
curred, and the delegates worked under a pressure of other
engagements which some of them had to keep.. The inter-
national calendar was particularly crowded in January.
The 58th session of the Council of the League of Nations
had been set for January 20, the same date which had
been chosen for the opening of the conference of the five
dominant naval powers at London. It had been advanced
to the 13th, and various delegates at The Hague found it
necessary to attend it. The second session at The Hague,
therefore, opened with the hope that the work could be com-
pleted by January 11 or 12 and at any rate the delegates
were determined to finish by January 20. This piling up
of events served to keep the delegates in a mood for the
rapid dispatch of the business in hand.

The conference was organized into committees on

1 The transfer of the functions of the existing orgammtlons to the Bank for Inter-
national Settlements was intrusted to a special [. d of two by
of the Organization Committee for the bank, representauveu of the German Govern-
ment. the Agent General for Reparauon Payments and the Reparation Commission

ion of Belgi British Empire, France, Italy, Japan and
(xf desu'ed) the United States.

t India, South Africa and the United States did not sign the Final Act nor any other
documents.
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German reparation and non-German reparation, the
Committee of Jurists, already functioning, continuing to
serve the conference as a whole. A subcommittee of
treasury experts of the six inviting states was also ap-
pointed. In the course of the proceedings, the chairmen
and members of the organizing committees were present
and gave appropriate aid.

The entire settlement covered a tremendous area, end-
ing several dozen controversies which had served to disturb
or even embitter relations between some of the parties.
The substance of the agreements is indicated in these
pages, and the Appendix contains the most essential docu-
ments. The far-reaching character of the decisions of the
Hague conference may be exhibited by listing the agree-
ments arrived at, which are bound together by the Final
Act of the Hague conference of January 20, 1930. Rear-
ranged on that listing they are:

With Germany

1. Letters of August 30, 1929, relating to the evacua-
tion of the Rhineland! (exchange of notes and Belgian,
French and English inclosures).

2. Agreement as to Locarno commissions of concilia-

tion, The Hague, August 30, 1929.
. 3. Protocol approved at the plenary session of the
Hague conference, August 31, 1929, with financial agree-
ment, agreement regarding deliveries in kind, agreement
upon the transition period and agreement upon costs
of occupation annexed ?; the foregoing covered into the
Final Act.

4. Agreement of January 20, 1930, on the final accept-
ance of the Plan of the Committee of Experts of June 7,
19292 ; with 12 annexes:

"z‘ol’rinud supra, p. 33, from British Parliamentary Paper, Cmd. 3417, Mise. No. 7,
2 Py porti inted énfra, p. 188.
* Printed infra, p. 192, from Agreements concluded ai the Hague Conference January,
1930, Pazl. Pap., Misc. No. ¢ (1930), Cmd. 3484.
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1. Exchange of declarations!;

II. Measures of transition;

III. Debt certificate of the German Reich?;

IV. Certificate of the Deutsche Reichsbahn-Gesellschaft;

V. Revision of the German bank law;

VI. Amendment of the law and statutes of the Deutsche Reichs-
bahn-Gesellschaft 3;

VII. Assignment by way of collateral guaranty of revenues of the
Reich to meet service on the German external loan, 1924;
VIII. Form of Trust Agreement 4;
IX. Regulations for deliveries in kind;

X. Agreement of Berlin, January 2, 1930, for amending ad-
ministration of the British Reparation Recovery Act and
agreement of The Hague, January 18, 1930, for amending

. administration of the French Reparation Recovery Act;
XI. Securities for the German external loan, 1924;
XII. Arbitration rules of procedure.

S. Arrangement relating to the concurrent memorandum
accompanying the Experts’ report, January 20, 19305;
with concurrent memorandum annexed.

6. Convention respecting the Bank for International
Settlements; Constituent Charter and Statutes annexed.t

7. Arrangement as to the financial mobilization of the
German annuities. :

8. Transitory provisions,

9. Financial agreement with Belgium, Brussels, July 13,
1929.7

10. Agreement on the amnesty evacuation, Coblenz,
October 5, 1929.2

11. German-American debt agreement.?

1 Printed supra, p. 46.

1 Printed infra, p. 232.

3 See further the exchange of notes in Agreements, p. 139.

¢ Printed infra, p. 220.

§ Printed infra, p. 239.

8 Printed infra, p, 203.

? See p. 135. The reservation of Belgium (Report, par. 51) was, as a result of this

agreement, formally retired by exchange of notes of January 16, 1930 (Agreements,
P. 140).

8 Entwilrfe g4 den Geselsen, p. 321,

® Printed infra, p. 243. An exchange of notes on behalf of the other creditors and
Germany of January 20, 1930 (A greements, p. 134) is printed at p. 44.
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12, Liquidation agreements! on property, rights and
interests: with Belgium (Berlin, July 13, 1929, and Brus-
sels, January 16, 1930); with Poland (Warsaw, October
31, 1929); with Great Britain and Northern Ireland?
(London, December 28, 1929); with France (Paris, Decem-
ber 31, 1929); with Canada (The Hague, January 14,
1930); with Australia (The Hague, January 17, 1930);
with New Zealand (The Hague, January 17, 1930); with
Italy (The Hague, January 20, 1930).

13. Agreement between the creditor states respecting
Germany, January 20, 1930.*

With others ¢

Agreement with Austria, January 20, 1930.

Agreement with Bulgaria, January 20, 1930.

Agreement with Hungary, with annexes embodying gen-
eral agreement relating to the agrarian fund and fund B,
etc. (Put in final form by conference at Paris beginning
February 5, 1930.)

Agreement with Czechoslovakia, January 20, 1930.

Arrangement between the creditors respecting Austria,
Hungary, Bulgaria, and liberation debts, January 20, 1930.

The final act provides that the New Plan enters into
force when the Reparation Commission® and the president
of the German Kiriegslastenkommission (War Burden Com-
mission) have determined that:

(@) Germany has ratified and has promulgated its laws
for reorganization of the German railways and the Reichs-
bank;

(b) The New Plan has been ratified by four of the follow-
ing five states: Belgium, France, Great Britain, Italy and
Japan;

(c) The Bank for International Settlements is established,

3 Extwiirfe su den Geseisen, finfter Teil.

# British Parliamentary Paper, Misc. No. 3 (1930), Cmd. 3486.

¢ Agreements, p. 142,

S Agresmenis, p. 146-172.

8 The vote of the Reparation Commission shall be taken in accordance with the

treaty of Versailles and shall include the vote of Japan. The joint determination of the
R ion C ission and the Kriegs: k ission will be notified to the signa~
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has accepted the duties assigned to it and received the
certificate of indebtedness from the German Government
and the certificate from the German railways.!

The New Plan is substituted retroactively for the Dawes
~ Plan as from September 1, 1929.

SpeciaL DEcisioNs oF THE CONFERENCE

The proceedings at The Hague went off smoothly; the
decisions will be better understood when discussed in con-
nection with their subject matter. Nevertheless, a number
of points which were discussed should be mentioned.

It was agreed, after a lengthy and complicated consul-
tation of experts from the Young committee membership,
on reparation in general and on banking, that German
monthly. payments should be made on the 15th instead
of the 30th, the date having been left blank in the draft
trust agreement and then determined in the certificate of
indebtedness.

Germany agreed that foreign loans on behalf of the
Government or its nationals should not be sought before
October, 1930, thus leaving a clear field for the issuance to
the public of a first tranche of mobilizable bonds.

The German-American agreement initialed on December
28, 1929, accepted Germany's full faith and credit as the
only security and guaranty for the obligations involved.
At The Hague, Germany circulated the agreement with
a view to getting this formula accepted by its other cred-
itors. The result was an exchange of notes between the
German foreign minister and the president of the con-
ference in which the former made and the latter acknowl-
edged the following statement: ?

The German Government will not exercise in relation to any
one of the creditor powers the rights of postponement which it
possesses under the agreements already signed or initialed with-
out exercising at the same time any similar rights which it may
possess in relation to all the other powers whose claims are in-
cluded in the annuities, as set out in the Experts’ report of June 7,

1Trust Agreement, Art. I, d and c.
t Agreemenis, p. 134,
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1929. Moreover in the future the German Government will not,
in connection with postponement, give any special advantage to
any one of those powers.

Nothing contained herein-above shall be construed as impairing
in any way Germany's rights and obligations under the agree-
ments already signed or initialed.

The German Nationalist plebiscite and the change of
the finance minister in December started a reaction in
France among those not inclined to trust Germany any
farther than necessity requires. It was argued in the French
Chamber and in the press that evacuation of the occupied
regions permanently deprived France of its ‘“‘gage” for
payment, while the plebiscite campaign suggested to some
the possibility that the German Nationalists might repudi-
ate the whole Plan settlement in case they came to power.
It was, therefore, argued that the continued application of
Art. 430 of the treaty of Versailles should be recorded. By
that article, after expiration of the period of occupation and
in case it is found ‘“‘that Germany refuses to observe the
whole or part of her obligations under the present treaty
with regard to reparation, the whole or part of the areas
specified in Art. 429 will be reoccupied immediately by the
allied and associated forces.” Outside of certain French
circles the conviction prevailed that the raising of the point
was gratuitous, since, without amything being said, the
treaty provision would slumber without disturbing any
one, and its resurrection would not be precluded if the
remote possibility of German repudiation of the settlement
should occur. But once the question was raised, it was
necessary {o allay any French distrust which existed and
to find a formula which expressed the trust felt by the con-
ference in the German Government’s willingness to keep its
pledges. !

! Raising the question was technically justified by the abolition of the Reparation
Commission and the supersession of the agreement of August 30, 1924, to amend
Fart VLI, Annex 11, par. 16, of the treaty of Versailles (Reparation, Part VI, p. 262).

i German default under the Dawes Plan could be established by a
By.lhx's:mmdmennta innn misei only if firmed by the Tribunal of Inter-

pretation. Action following such a decision was to b_e.ioinl.. thus prrvenunx such
isolated “sanctions” as the Rubr incident. The abolition of the Reparation Com-
mission by the New Plan thus left a remote possibility of political intervention under

18451
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The solution of this final “sanction’ problem was intelli-
gent. The powers of the creditor states toward Germany
under the régime of the New Plan will be determined by
it.! Inseparate declarations both sides faced the hypotheti-
cal possibilities and prescribed judicial review of them before
action. As these notes close the long chapter of irresponsible
suspicion in Franco-German relations, they are quoted:

I. The representatives of the Belgian, British, French, Italian
and Japanese Governments make the following declaration:

The New Plan rests on the principle that the complete and final
settlement of the reparation question is of common interest to all
the countries which this question concerns and that the Plan
requires the collaboration of all these countries. Without mutual
good will and confidence, the object of the Plan would not be
attained,

It is in this sense that the creditor Governments have, in the
Hague agreement of January, 1930, accepted the solemn under-
taking of the German Government to pay the annuities. fixed in
accordance with the provisions of the New Plan as the guaranty
for the fulfilment of the German Government's obl¥ations. The
creditor Governments are convinced that, even if the execution
of the New Plan should give rise to differences of opinion or diffi-
culties, the procedures provided for by the Plan itself would be
sufficient to resolve them.

It is for this reason that the Hague agreement of January, 1930,
provides that, under the régime of the New Plan, the powers of
the creditor powers shall be determined by ‘the provisions of the
Plan.

There remains, however, a hypothesis outside the scope of the
agreements signed to-day. The creditor Governments are forced
to consider it without thereby wishing to cast doubt on the in-
tentions of the German Government. They regard it as indis-
pensable to take account of the possibility that in the future a
German Government, in violation of the solemn obligation con-
tained in the Hague agreement of January, 1930, might commit
itself to actions revealing its determination to destroy the New
Plan,

It is the duty of the creditor Governments to declare to the

1 Agreement with Germany, Art. IV, The notes are Annex I to that document
and as reprinted below are from 4 greements, p. 28.
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German_ Government that, if such a case arose, imperilling the
foundations of their common work, a new situation would be
created in regard to which the creditor Governments must, from
the outset, formulate all the reservations to which they are rightfully
entitled. However, even on this extreme hypothesis, the creditor
Governments, in the interests of general peace, are prepared,
before taking any action, to appeal to an international jurisdic-
tion of incontestable authority to establish and appreciate the
facts. The creditor power or powers which might regard them-
selves as concerned would, therefore, submit to the Permanent
Court of International Justice the question whether the German
Government had committed acts revealing its determination to
destroy the New Plan.

Germany should forthwith declare that, in the event of an af-
firmative decision by the Court, she acknowledges that it is legiti-
mate that, in order to insure the fulfilment of the obligations of
the debtor power resulting from the New Plan, the creditor power or
powers should resume their full liberty of action.

The creditor Governments are convinced that such a hypo-
thetical situation will never in fact arise and they feel assured that
the German Government shares this conviction. But they consider
that they are bound in loyalty and by their duty to their respective
countries to make the above declaration in case this hypothetical
situation should arise.

II. The representatives of the German Government, on their
side, make the following declaration:

The German Government takes note of the above declaration
of the creditor Governments, whereby, even if the execution of
the New Plan should give rise to differences of opinion or difficulties
in regard to the fulfilment of the New Plan, the procedures provided
for in the Plan would be sufficient to resolve them. The German
Government takes note, accordingly, that under the régime of the
New Plan the powers of the creditor powers will be determined
in accordance with the provisions of the Plan.

As regards the second part of the declaration and the hypothesis
formulated in this declaration, the German Government regrets
that such an eventuality, which for its own part it regards as im-
possible, should be contemplated. Nevertheless, if one or more of
the creditor powers refer to the Permanent Court .of International
Justice the question whether acts originating with the German
Government reveal its determination to destroy the New Plan,
the German Government, in agreement with the creditor Gov-
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ernments, accepts the proposal that the Permanent Court should
decide the question, and declares that it acknowledges that it is
legitimate, in the event of an affirmative decision by the Court,
that, in order to insure the fulfilment of the financial obligations
of the debtor power resulting from the New Plan, the creditor
power or powers should resume their full liberty of action.

The French, German and English texts of the present Annex
shall be equally authoritative.

CurTIUS. HEeNRT CHERON.
WIRTH. LOUCHEUR.
SCHMIDT. A. MOSCONI.
MOLDENHAUER. A. PIRELLI
HENRI JasPARr. Suvich.

PauL HyMmans. Aparcr.

E. Francoul. K. Hirora.

PHILIP SNOWDEN.

Dr. Hjalmar Schacht, president of the Reichsbank, and
its vice-president, Herr F. Dreyse, created a temporary
difficulty. In a letter dated December 31 tead to the
meeting of the Organization Committee of the Bank at
The Hague on January 13, they stated that the Reichs-
bank’s participation in constituting the Bank for Inter-
national Settlements must be subordinated to certain .
conditions. They wanted to be sure that Germany would
be treated “on a footing of moral equality' at The Hague,
especially respecting sequestrated property in England?
and the elimination of *political sanctions.” They wished
to await the final decisions of the conference and approval
by the Reichstag before engaging the Reichsbank to sub-
scribe capital. The statement was referred to the delega-
tions. By the Reichsbank law in force, the president is not
removable until 1932,2 a provision inserted to insure his
independence of the Government of the Reich in connection
with the Dawes Plan., The delegations representing the
Governments responsible for that provision indicated to

t See text of agreement of December 28, 1929, British Parliamentary Papers, Cmd.
3486. ’

¥ Reichsbank law, § 6, Reparation C ission, Official D ¢s, X1V, p. 181, .
[848]
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their German colleagues their willingness to have it altered.
The German delegation summoned the presidents of other
suitable banks to take up with them their participation in
the capital of the Bank for International Settlements.
Meanwhile, the German Government had decided to
revise the law so as to place Dr. Schacht under the control
of the Government. A communiqué issued by the German
Government on January 14 read:!

In tomorrow's session of the conference, the German delegation
will take the necessary steps to guarantee by legal measures the
participation of the Reichsbank in the international bank and the
assistance of the Reichsbank in the work of the international
bank. We learn that the president of the Reichsbank, in a talk
with Finance Minister Moldenhauer, declared that it went without
saying that in that case he would not try to avoid the resulting
obligations. Thus, the participation of the Reichsbank is assured.
In a later conference between the president of the Reichsbank and
the four German delegates, complete agreement was reached on
this point.

1 Press of January 18.
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III. ESTABLISHMENT OF ANNUITIES

The Committee of Experts, in their effort to reach a
definite decision on the German debt began work from the
basis of the standard annuity of the Dawes Plan of
2,500,000,000 Reichsmarks (any change to be determined
by the index of prosperity not being yet in effect).

Before the committee met at all, discussion of reparation
was usually premised on the assumption that the standard
Dawes annuity would be scaled down at a new attempt to
put the question on a final basis. Several features of the
set-up pointed to possibilities for reducing that annuity.
The cost of maintaining troops in the Rhineland occupied
zones was a temporary charge. The expense of the allied
reparation machinery — the Reparation Commission, the
organization of the Agent-General, etc., — was not neces-
sarily fixed. The German external loan of 1924, which
will be liquidated by sinking fund in 1949, could e serviced
independently. In the fifth annuity year ending August
31, 1929, under the Dawes Plan, army costs, commission
expenses and loan service amounted to 311,000,000 gold
marks. The net reparation payment was, therefore, some-
where around 2,200,000,000 Reichsmarks.

As no extended minutes of the committee were kept or
published, the course of the proceedings can be ascertained
only from the final published report, which does not
undertake to give details in regard to the course of the
proceedings. Fragmentary reports appeared in the public
press from time to time, but they did not purport to be
exhaustive and are consequently not reliable sources of
information. Therefore, it is not attempted to give a
detailed account of the proceedings of the committee, or
the reasons which influenced it in reaching its decisions.
Only the definite conclusions are available, but the Report
of the Committee in Part V gives a clear summary of the
“course of the proceedings.’ !

1 See p. 148.
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It seems to be an accurate statement, however, that the
first two months of the proceedings of the committee
were devoted largely to hearing explanations of the situ-
ation that existed in Germany and the preparation of a
plan for the Bank for International Settlements.! Begin-
ning in April, various proposals of definite figures were put
forward. One by the Germans (which has never been
published in full) was rejected by the creditor states,
partly because the figures were deemed inadequate and
partly because the creditors claimed that it contained
political conditions beyond the scope of the committee’s
authority, although this was denied by the Germans.
After other proposals had been made by the creditor
states, which were not acceptable to the Germans, the
chairman of the committee undertook, with the assent of
all concerned, to do what he could toward reconciling the
different proposals. His proposals resulted eventually in
the adoption of the schedule of annuities appearing in the
report, which was accepted by all parties.

The proposals were worked out on the basis of German
payments over a period of 59 years, which about cor-
responds to the remaining period of the payments under
the inter-governmental debt agreements refunding debts
owed to the American and British Governments. They
divided this period into two parts, the first running for
36 years and seven months — the time required to amor-
tize a capital sum bearing 5% interest by means of a 1%
sinking fund — and an additional period of 22 years, in
which they made no claim for reparation payments, but
only for such sums from Germany as were required to
meet their own debt agreements. The schedule of an-
nuities is as follows:

1 For a detailed and autbentic acoount of the proceedings read Thomas W. Lamont,
*The Final Reparations Settlement,” Foreign Afsirs, VIII, p. 343-348.
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1
2
3
4
5
6
7
8

9
10
1
12
13
14
15

16
17
18

A

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

36 German fiscal years

19.

WORLD PEACE FOUNDATION

SCHEDULE OF ANNUITIES

7 months Sept. 1, 1929-March 31, 1930

April 1, 1930-March 31, 1931
April 1, 1931-March 31, 1932
April 1, 1932-March 31, 1933
April 1, 1933-March 31, 1934
April 1, 1934-March 31, 1935
April 1, 1935-March 31, 1936
April 1, 1936-March 31, 1937
April 1, 1937-March 31, 1938
April 1, 1938-March 31, 1939
April 1, 1939-March 31, 1940
April 1, 1940-March 31, 1941
April 1, 1941-March 31, 1942
April 1, 1942-March 31, 1943
April 1, 1943-March 31, 1944
April 1, 1944-March 31, 1945
April 1, 1945-March 31, 1946
April 1, 1946-March 31, 1947
April 1, 1947-March 31, 1948
April 1, 1948-March 31, 1949
April 1, 1949-March 31, 1950
April 1, 1950-March 31, 1951
April 1, 1951-March 31, 1952
April 1, 1952-March 31, 1953
April 1, 1953—-March 31, 1954
April 1, 1954—March 31, 1955
‘April 1, 1955-March 31, 1956
Aprit 1, 1956-March 31, 1957
April 1, 1957-March 31, 1958
April 1, 1958-March 31, 1959
April 1, 1959-March 31, 1960
April 1, 1960-March 31, 1961
April 1, 1961-March 31, 1962
April 1, 1962-March 31, 1963
April 1, 1963-March 31, 1964
April 1, 1964-March 31, 1965
April 1, 1965-March 31, 1966

Reichsmarks

742,800,000
1,707,900,000
1,685,000,000
1,738,200,000
1,804,300,000
1,866,900,000
1,892,900,000
1,939,700,000
1,977,000,000
1,995,300,000
2,042,800,000
2,155,500,000
2,180,700,000
2,198,000,000
2,194,300,000
2,207,500,000
2,203,800,000
2,199,500,000
2,215,200,000
2,210,000,000
2,316,800,000
2,359,200,000
2,343,200,000
2,346,200,000
2,353,300,000
2,364,600,000
2,359,800,000
2,354,200,000
2,361,800,000
2,393,800,000
2,370,600,000
2,380,500,000
2,398,300,000
2,390,200,000
2,402,600,000
2,402,100,000
2,428,800,000

\
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1 Includes the payments to the United States; less those payments it is 1,922,700,~

000 Reichsmarks for 37 years and 1,887,300,C00 for 59 years (E.

p. 331).
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Payments Subject to Special Provisions

Reichsmarks

(sa . . April 1, 1966-March 31, 1967  1,607,700,000
39 . . April 1, 1967-March 31, 1968 1,606,900.000

0 . . April 1, 1968-March 31, 1969  1,616.700,000

41 . April 1, 1969-March 31, 1970 1,630,000,000

Q2 . . April 1, 1970-March 31, 1971 1,643,700 000

443 . . April 1, 1971-March 31, 1972 1,653,900,000

5 “ . . April 1, 1972-March 31,1973 1,662,300,000
45 . . April1, 1973-March 31, 1974  1,665,700.000

>l . . April 1, 1974-March 31, 1975 1,668,400,000
3 47 . . April 1, 1975-March 31, 1976  1,675,000,000
8 . . April 1, 1976-March 31, 1977  1,678,700,000
9 . . April 1, 1977-March 31, 1978 1,685,400.000

s0 . . April 1, 1978-March 31, 1979  1,695,500.000

51 . . April 1, 1979-March 31, 1980  1,700,400,000
-ls? . . April 1, 1980-March 31, 1981  1,711,300,000
L . April 1, 1981-March 31, 1982 1,687,600,000
54 . . April 1, 1982-March 31, 1983  1,691,800,000

55 . . April 1, 1983-March 31, 1984  1,703,300,000

56 . . April 1, 1984-March 31, 1985  1,683,500,000

57 . . April 1, 1985-March 31, 1986 925,100,000

58 . . April 1, 1986-March 31, 1987 931,400,000

[ 59 . . April 1, 1987-March 31, 1988 897,800,000

FEATURES OF THE ANNUITIES

Some of the more important features of this plan as
distinguished from the Dawes Plan are as follows:

First: The standard Dawes annuities are materially
reduced and this is especially true over the period of the
first ten years, thereby affording Germany an opportunity
to consolidate its economic and financial position.

Second: The index of prosperity is abolished.

Third: The industrial debentures and the railway
bonds are extinguished, though a tax upon the railways
substantially equivalent to the amounts to be received
from the railway bonds is substituted therefor.

Fourth: The Reparation Commission and all its agen-
cies including the office of the Agent General are abolished.

The annuities are frequently referred to as having certain
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present values. In Paris a present value of 32,885,000,000
Reichsmarks was cited in the press and debates in the
French Chamber. In the Annual Report of the Secretary
of the Treasury of the United States a present value of
31,172,000,000 Reichsmarks is given,! and other sums
have likewise been cited. Present value is determined by
the mathematical solution of a formula in which the in-
terest rate and the frequency of payments are important
factors. The higher the interest rate to be compounded
the lower the present value becomes. Present values have
been figured by Governments in connection with the
Young Plan on a 5149, interest basis. Differences in
amounts given are usually due to varied assumptions as
to frequency of payment. Annual, semiannual or monthly
payments will give different present values. For instance,
at the second session of the Hague conference it was
brought out that payment of monthly quotas on the 15th
instead of the 30th of each month would add 5,000,000
Reichsmarks annually to the receipts of the creditors.

Since present value is orly properly employéd for pro-
viding a basis of comparison between a continuing pay-
ment or receipt and a current asset or potential asset, the
German computation of present value ought to be of in-
terest. The total payments for 37 years, less the Dawes -
loan service, is given in the German Reichstag report ?
as 30,950,000,000 Reichsmarks ($7,357,100,000) at 514%
and at 33,750,000,000 Reichsmarks ($8,032,500,000) for
59 years.

The recommendations of the Committee of Experts
provide that of each annuity 660,000,000 Reichsmarks
(increased by 13,800,000 Reichsmarks by the Hague
protocol) be made over unconditionally, that is, ‘‘payable
without any right of postponement in foreign currencies
by equal monthly instalments.” This amount includes
the service of the German external loan 1924, which is not
comprised in the average annuity. This part of the an-
nuity gives the creditors a nonpostponable certainty and

1 Annual Repori of the Treasurer of the United States for the Fiscal Year ended Juns
30, 1929, p. 53.

8 Emtwhirfe su den Geselzen, p. 331,
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provides a foundation for servicing reparation bonds when
commercialized and marketed.

The totals of the first 37 annuities (but not their annual
averages) include the service of the German 7% 25-year
external loan of 1924, which is due for extinction October
15, 1949. This service, which amounted to 89,315,000
Reichsmarks in the fifth Dawes year, is averaged for the
37 annuity years of the New Plan at 61,800,000 Reichs-
marks.! It should be noted that the security originally
pledged by Germany for the service of the loan remains
unaffected in any way by the adoption of the New Plan.?

The annuities are graduated upward from year to year
from 1931-32, and in 1948-49 amount to 2,210,000,000
Reichsmarks. In the year 1949-50 — the first in which
the service of the Joan is not required — the annuity rises
to 2,316,800,000, and thence forward for 16 years slight
annual additions are made. The annuities are graduated
through 36 German fiscal years from a first amount of
1,707,900,000 Reichsmarks to a final annuity of 2,428,
800,000 in the fiscal year ending March 31, 1966, averag-
ing 1,988,800,000 Reichsmarks, exclusive of Dawes loan
service. Thereafter to the year ending March 31, 1988,
the payments match the “out-payments” which the
creditors are due to make under agreements refunding
inter-governmental indebtedness at present in force with
respect to them. These 22 annuities show a sharp decline
in amount as compared with the preceding 37. For th_e
year 1965-66, the last of the first period, the annuity is
2,428,800,000; the annuity for 1966-67, the first year of
the “out-payments’ period, is 1,607,700,000, a decrease

t Some misund ding has d b of ref to the loan service
on an average cost basis for the period of 3{ {m The loan is a 25-year loszn h_qui-
dating by 1} ization pay with cor cha.rzz_ 3

t of the pay for the 20yeanonheloqnahfewere
:ﬂ:;:!ua’) g: 37 vean‘; the Young Plan for the purposes of comparative computa-
tions, 61,800,000 Reich ks being the . This ge is a factor

i of the ble part of the Young annuity, which otherwise
:n:::m to 612,000,000 Reichsmarks. In 1929-30 the actual cost of Dawois loan
service is some 88,500,000 Reichsmarks, eo that the of the C an-
nuity in that year is about 700,000,000 Reichgmarks. Qn the ?thﬂ’ hand, in 1949-50and
th frer the ble part of the annuity will not include any factor for serv-
ice of this loan.

3For the guaranties of the loan see the Trust Agreement, Arts. 11(d), IV(a) and

X1 -
(a) 1 [:855 ]
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of 821,100,000. From 1966-67 to 1987-88, this group of
annuities rises to 1,711,300,000 in 1980-81, falls to 1,683,-
500,000 in 1984-85, and for the last three years falls very
rapidly to only 897,800,000 in 1988.

AMOUNT AND DISTRIBUTION OF ANNUITIES

The annuities as fixed by the Committee of Experts go
for two main purposes, reparation and the “ out-payments,”
which are dealt with in detail subsequently. During the
period from September 1, 1929, to March 31, 1966, when
both reparation and ‘‘out-payments’ are to be made,
Germany is due to turn over a total of 79,485,100,000
Reichsmarks;! until March 31, 1988, for the *out-pay-
. ments” alone, plus the American claims, an additional
34,422,600,000 Reichsmarks is to be paid, making a total
transfer in the 59 years of 113,907,700,000 Reichsmarks.

It will be interesting to summarize the entire payments
to be made by the German Government from the beginning
to the end of reparation. The following summary is
derived from official Reparation Commission figures, the
reports of the Agent-General, and the annuity schedules
of the Committee of Experts, 1929: '

Reichsmarks

Value of ceded property . . . . . 2,553,905,000
Years 1920 and 1921 . . . . . . 3,970,835,000
Year 1922 . . . . . . . . 1,402,686,000
Rubhr period, January 11, 1923-August 31, 1924 . 894,231,000
First annuity, September 1, 1924-August 31, 1925 . 1,000,255,000
Second annuity, September 1, 1925-August 31, 1926 . 1,223,157,000
Third annuity, September 1, 1926-August 31, 1927 . 1,502,283,000
Fourth annuity, September 1, 1927-August 31, 1928 . 1,755,097,000
Fifth annuity, September 1, 1928-August 31, 1929 . 2,508,057,000
September 1, 1929-March 31, 1966 . . . 79,485,100,000
April 1, 1966-March 31, 1988 . . . . 34,422,600,000

130,718,206,000

($31,123,382,000)

The annuity for the first 37 years under the New Plan
may be divided as follows:

1 The total of the quotas in Annex VIL. The annuities add up to 2.4 millions less
due to simpler *“‘rounding off.”
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Yran R i Out-Pay Total

1. . . . . 742.8 4 742.8
2 . . . . . 742.8 965.1 1,707.9
3. 742.7 942.3 1,685.0
4 . 742.8 995.4 1,738.2
s . 667.9 1,136.4 1,804.3
6 . 667.9 1,199.0 1,866.9
7. 668.0 1,224.9 1,892.9
8 . 667.9 1,271.8 1,939.7
9 . 643.0 1,334.0 1,977.0
10 . . 642.8 1,352.5 1,995.3
11 667.8 1,375.0 2,042.8
12 667.9 1,487.6 2,155.5
13 742.8 1,437.9 2,180.7
14 . 742.9 1,455.1 2,198.0
15 . 742.8 1,451.5 2,194.3
16 742.8 1,464.7 2,207.5
17 742.9 1,460.9 2,203.8
18 742.6 1,456.9 2,199.5
19 . 742.9 1,472.3 2,215.2
20 . . . . . 742.9 1,467.1 2,210.0
21 . . . . . 855.3 1,461.5 2,316.8
22 . . 855.3 1,503.9 2,359.2
23 . . 855.3 1,487.9 2,343.2
24 . . 855.1 1,491.1 2,346.2
25 . . 855.2 1,498.1 2,353.3
26 . . 855.2 1,509.4 2,364.6
27 . . 855.3 1,504.5 2,359.8
28 . . 855.1 1,499.1 2,354.2
29 . . 855.1 1,506.7 2,361.8
30 . . . 855.2 1,538.6 2,393.8
31 . . . 855.2 1,515.4 2,370.6
32 . 855.1 1,525.4 2,380.5
33 . . . . . 855.1 1,543.2 2,398.3
34 . . . . . 855.2 1,535.0 2,390.2
35 . . . 855.2 1,547 .4 2,402.6
36 . . . 855.3 1,546.8 2,402.1
37 . . 855.1 1,573.7 2,428.8
28,745.2 50,738.1 79,483.3

10ut-payments of 863,100,000 Reichsmarks for the year ending March 31, 1930,
ot included in the tabulation (see Plan, Part 8, pars. 83, 84, 93).
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The annuities for the remaining 22 years are for “out-
payments’’ only, except for 612,000,000 Reichsmarks pay-
-able to the United States. Arranged on the basis of the
preceding table those payments are:

YEAR Fiscal Year Reparation | Qut-Payments, Total

38 . . . 196667 - 1,607.7 1,607.7
39 . . . 196768 - 1,606.9 1,606.9
40 . . . 196869 - 1,616.7 1,616.7
41 . . . 1969-70 - 1,630.0 1,630.0
42 . . . 1970-71 - 1,643.7 1,643.7
43 . . . 1971-72 - 1,653.9 1,653.9
44 R 1972-73 - 1,662.3 1,662.3
45 . . . 1973-74 - 1,665.7 1,665.7
46 . . . 1974-75 - 1,668.4 1,668.4
47 . . . 1975-16 - 1,675.0 1,675.0
48 . . . 197677 - 1,678.7 1,678.7
49 . . . 1977-78 - 1,685.4 1,685.4
50 . . . 1978-79 - 1,695.5 1,695.5
51 . . . 1979-80 - 1,700.4 1,700.4
52 . . . 1980-81 |- - 1,711.3™~| 1,711.3
53 . . . 1981-82 - 1,687.6 1,687.6
54 . . . 1982-83 - 1,691.8 1,691.8
55 . . . 1983-84 - 1,703.3 1,703.3
56 . . . 1984-85 - 1,683.5 | 1,683.5
57 . . . 1985-86 - 925.1 "925.1
58 . . . 1986-87 - 931.4 931.4
59 . . . 1987-88 - 897.8 897.8

34,422.6 34,422.6

If we turn to the creditors, we find that the receipts due
to each country amount to totals as follows:
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(Millions of Reichsmarks)

TR | W | T
Fr‘ar'lce . . . . .| 42,233.8 17,279.2 | 59,513.0
British Empire . . .1 15,4955 5,662.4 | 21,157.9
Italy . . . . .| 9,060.5 7,888.3 16,948.8
Belgium . . . .1 4,553.1 1,165.6 5,718.7
Rumania . . . . 906.1 923.4 1,829.5
Yugoslavia . . . . 3,345.0 497.9 3,812.9
Greece . . . . . 284.7 213.4 498.1
Portugal . . . . 518.3 180.4 698.7
Japan . . . . . 511.0 - 511.0
Poland . . . . 19.4 - 19.4
United States . . . 2,557.7 612.0 3,169.7

79,485.1 34,422.6 [113,907.7

The *out-payments” in the first 37 years, 50,738,100,000
Reichsmarks, and in the succeeding 22 years, 33,810,600,000
Reichsmarks, together amount to 84,548,700,000 Reichs-
marks ($20,112,590,000), or 74.29, of the entire payments
due from Germany. If we further add all the American
receipts to the “out-payments,” we find that a total of
87,718,400,000 Reichsmarks, or 77%, of the total German
payments is devoted to “out-payments’ and American
claims and only 239, to reparation. In the first 37 years
the strictly reparation payments represent 32.9%, of the
total. :

ADJUSTMENTS BETWEEN ANNUITY YEARS

In one aspect the Young Report presented a solution
simpler than the reality. Omitting the service cost of the
German loan, the difference between the average annuities
in the first 37 years and the total which Germany is cailed
upon to pay in that period is about 3,700,000,000 Reichs-
marks. The apparent discrepancy is accounted for by a
careful examination of the distribution of the annuities
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by countries,! where it will be perceived that the annual
payments to each country do not correspond with the
average, which was regarded as the standard. Special
claims under the reparation system, out-payment require-
ments and other considerations call for adjustments.
All such conditions had to be further adjusted to estimates
of Germany's annual ability. Germany'’s average pay-
ments, if maintained in the first nine years, would amount
to 17,899,200,000 Reichsmarks; as a matter of fact they
amount to 15,354,700,000. The deficit of 2,544,500,000
from the average was carried forward to subsequent years
for payment on a present value basis. The annual defi-
ciencies in the nine years are:

192030 . . . . . . . .126.0
19331 . . . . . . . . 12809
1931-32 . . . . . . . . 303.8
1932-33 . . . . . . . . 1250.6
1933-3¢ . . . . . . . . 185
1934-35 . . . . . . . . 1219
1935-36 . . . . . . . .. 959
1936-37 . . . . . . . . 491
1937-38 . . . . . . . . 118

This amount is deferred with respect to the creditors as
follows: S

France . . . . . . . . 1,561.2
British Empire . . . . . . 489.6
Italy . . . R . . . . 386.0
Belgium . . . . . . . . 118.1
Rumania . . . . . . . 43.1
Serbia . . . . . . . . 112.7
Greece . . . . . . . 3.8
Portugal . . . . . . . . 11.2
Japan . . . . . . 11.4
Poland . . . . . . . .8
United States . . . . . . . 26.8

Owing to the exigencies of the various states, however,
these deficiencies vary considerably as to the individual

1See p. 179.
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years. The British Empire and Greece permanently go
above the assigned average after four - years, the United
States after eight years,! France after nine, Belgium after
10, Italy and the other creditors after 12. It can be seen
from these facts that there was a double present value
adjustment. Amounts had to be thrown forward to
meet both the German capacity to pay and to meet the
requirements of the creditors. The highly technical de-
tails of this double procedure are available to the Bank for
International Settlements for the accurate management of
the annuities. The adjusted payments are shown year by
year in the amounts due to each creditor under the an-
nuity table.?

ApjusTMENTS FOR TRANSITIONAL PERIOD

Determination of the date from which the New Plan
was to run resulted in an interesting and simplifying com-
promise. When the Dawes Plan was prepared, there was
much uncertainty as to when it could be put into effect.
The proceedings of the year 1924 made it possible, by a
very complicated series of documents, to bring it into
operation on September 1 of that year. When the Agent-
General for Reparation Payments began his duties, he
found that that fiscal year was awkward with respect to
the German fiscal year, which runs from April 1 to March
31. As a consequence, each of the Dawes annuities came
from the budgets of two German fiscal years. Some
complication of accounts resulted. It also happened that
the parts of the Dawes annuities earmarked for commer-
cialization — the railway bonds and the industrial de-
benture bonds — were issued on a 59, yield and 19,
amortization basis, which would retire them in 36.72
years. The fraction is substantially seven months, and
the discrepancy between the Dawes annuity year and the

1 The deferments of the United States draw interest at 31% until paid (Annxal

Re; of the Secrdary of the Treasury, 1929, p. 55) as to armies of occupation, which
mn’ywi‘ndiauthenuinothum The American claims quotas will bear 5% in-

terest if deferred.
? Sec p. 179.
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German fiscal year — September to April—is seven
months. For the sake of simplification, as a concession to
the Germans and also to bring the Dawes Plan to an end
and the New Plan into operation at the earliest possible
moment, it was decided that the New Plan should be sub-
stituted for the Dawes Plan on September 1, 1929. By
this arrangement, the one plan succeeded the other with-
out delay, and the entire reparation scheme was made to
synchronize with the fiscal year of the debtor Govern-
ment.

The two plans, however, overlap. During the five
months April-August, 1929, the Dawes Plan schedule was
in effect. The German fiscal year April 1, 1929, to March
31, 1930, thus included payments under both plans. The
Committee of Experts provided for the allocation of
1,605,900,000 Reichsmarks in that fiscal year. The sched-
ule in Par. 86 of the Report shows the seven-month pay-
ment for reparation alone amounting to 742,800,000
Reichsmarks. The allocation of the year’s receipts is dealt
with in Part 8, par. 4 (par. 83), of the report which pro-
vides ‘““that the payments made under the Dawes Plan
from April 1-September 1, 1929, after allowing for the
external loan, should be treated as payments necessary to
cover the requirements of the creditor nations during this
transition period, including out-payments for the year end-
ing March 31, 1930.” A subsequent schedule (par. 93)
shows indicated “out-payments” in that German fiscal
year amounting to 863,100,000 Reichsmarks.

Some transitional adjustment of these items was ef-
fected by the protocol of August 31, 1929. The creditors
by Annex III, Art. I, of the protocol agreed to apply the
Young Plan to their receipts from September 1, 1929.
During the period, October-December, 1929, the Agent-
General for Reparation Payments and the German Gov-
ernment cooperate in ‘‘maintaining the rights’ of the
creditors. These arrangements were continued for the
intervening months. .

The Young Plan suggested that the receipts of the first

[862]



ESTABLISHMENT OF ANNUITIES 63

five months of the fifth Dawes year should be treated
under the distribution scheme of the New Plan. A surplus
resulting from such treatment was left for settlement and
adjustment between the Governments, after the service
of the Dawes loan and the requirements of the creditors,
“including out-payments for the year ending March 31,
1930,” were met. The accounts of the Agent-General on
August 31, 1929, showed a cash balance of 237,058,972
Reichsmarks with 24,166,667 Reichsmarks still due on
the transport tax and 55,000,000 Reichsmarks for railway
bond service in September. The surplus to be adjusted
therefore amounted to some 316,225,639 Reichsmarks, plus
interest accrued at distribution.

Of this sum, 23.05%, would have gone to the British
Empire automatically under the Spa percentages. As a
result of the Hague conference in August, 100,000,000!
Reichsmarks, or about 31.7%, was awarded to Great
Britain, ‘together with her receipts under the Dawes Plan,
to cover in full her net debt outgoings [366,600,000 Reichs-
marks] during the year ending March 31, 1930,” and cur-
rent costs of occupation. Part of the same adjustment
was that Italy and Greece received the stipulated out-
payment sums, 107,800,000 and 5,300,000 Reichsmarks
respectively, for the year ending March 31, 1930, while
Germany, Great Britain, Italy and Japan forewent any
claim to the remaining surplus.

The Young Plan indicated that the out-payments ap-
plicable to the year ending March 31, 1930, amount to
863,100,000 Reichsmarks. Allocation by the Hague proto-
col of British, Italian and Greek quotas left 383,400,000
Reichsmarks of the total. Rumanian, Yugoslav and
Portuguese requirements amount to 21,900,000 Reichs-
marks, leaving France with 338,100,000 Reichsmarks and
Belgium with 23,400,000 Reichsmarks, or 361,500,000
Reichsmarks as compared with the surplus of 216,225,639
Reichsmarks remaining in the April-August accounts of

1 Raiged to 102,000,000 by b the credit of January 20, and
charged to excess receipts of states other than Great Britain (see note to Report,

Annexes, par, 192, énfra, p. 186).
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the Dawes Plan after the assignment of 100,000,000 to the
British Empire. In return for the assignment to them of
the remaining surplus, ‘the Belgian and French Govern-
ments guarantee without reserve the payment to Great
Britain’’ of additional annuities of 19,800,000 Reichsmarks
for 37 years, representing the income of 396,000,000
Reichsmarks capital at 5%,.

The British demand at the Hague conference for addi-
tional receipts resulted in a further adjustment which was
met by Italy. The Italian Government ‘‘guarantees to
Great Britain without reserve a further annuity of 9,000,000
Reichsmarks for 37 years” (180,000,000 Reichsmarks
capital at §%). This guaranty is arranged by applying
“in favor of Great Britain a part of the claims to which
Italy is entitled under the agreements of September 10,
1919, and December 8, 1919.” The agreements referred
to! were between the states engaged in the war against the
Austro-Hungarian monarchy. Italy as a state acquiring
territory formerly a part of that monarchy ‘‘agrees on
account of such acquisition to be debited.against her
approved claims for reparation under the treaties of peace”
an amount proportionate to the debit of the other succes-
sion states. Poland, Rumania, Yugoslavia-and Czecho-
slovakia were to pay an aggregate of 1,500,000,000 gold
francs * toward the expenses of liberating the territories
transferred to them by Austria and Hungary. Italy's
debit was a ratio of that sum corresponding to the ratio
between the average revenues of the acquired territories
for the years 1911-13 and the average revenues of the
territories acquired by those other states in the same years.

SpeEciAL UNITED StaTeEs Position

The United States Government for various reasons found
itself in 1929 in a special position. By the German-
American treaty of August 25, 1921, restoring friendly

1 Treaties, Conventions, etc., of the United States, ILI, p. 3301, 3305.

2 The gold franc is 19.3 cents, or 5.1816 to the dollar.
8 Treaties, Conventions, etc. . . . United States, III, p. 2596.
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relations Germany undertook to accord to the United States
“all the rights, privileges, indemnities, reparations or
advantages” specified in a Congressional resolution and
including also its rights and advantages under the treaty
of Versailles. By an agreement of August 10, 1922,! a
German-American Mixed Commission was established to
determine German liability for American claims arising
since July 31, 1914, resulting from German seizures of prop-
erty; claims for loss or damage since the same date incurred
as a consequence of the war; and debts owing to American
citizens by the German Government or its nationals. These
three categories of claims involved settlement for damages
incurred while the United States was both a neutral and a
belligerent. The resulting commission, while it made free
use of the precedents of the mixed arbitral tribunals estab-
lished under the treaty of Versailles and other treaties of
peace, did not create awards payable by Germany under the
reparation clauses of the treaty of Versailles.

Following the participation of the United States in the
London conference for putting the Dawes Plan into force,
representatives of Belgium, France, Great Britain, Italy,
Japan, the United States, Brazil, Greece, Poland, Portugal,
Rumania, Serb-Croat-Slovene State and Czechoslovakia
met at Paris, and on January 14, 1925, signed an agreement
regarding the distribution of the Dawes annuities. At that
time the United States asserted its claim to be considered
a creditor of Germany. By Art. 3 of the agreement? pro-
vision was made for the payment out of the Dawes annui-
ties of a specified sum to repay the costs of the United States
army of occupation from 1919 to January, 1923, and a
percentage of the Dawes annuities at a certain point in the
distribution was assigned to the United States to meet its
other claims. In the five years of the Dawes Plan the
United States received under these two heads 298,950,289
Reichsmarks. The total United States army costs were

1 Treaties, Conventions, etc. , , . United States, 1II, p. 2601.
t Reparation, Part VI, p. 279,
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originally determined as $292,663,435,! an amount reduced
by 1923 to a net of $247,865,645. An agreement of 1923
and the operation of that agreement reduced the amount to
approximately $194,000,000 as of September 1, 1929. On
that date the total claims awards were on estimate about
$257,000,000. The indicated total due was, therefore,
$451,000,000 in round numbers.

Under the Young Plan the annuity shares assigned to the
United States run through the initial period of 37 years and
15 years of the out-payment period, amounting to a total
of 3,169,700,000 Reichsmarks. The payments accepted
under the schedule ‘“‘are intended to repay to the United
States in full the amount of the awards made by the Mixed
Claims Commission, United States and Germany, and to
reimburse the United States for the costs of its Army of
Occupation.’””? The President in his annual message to
Congress of December 3, 1929, said: *“In finding a basis for
settlement it was necessary for the Committee of Experts
to request all the Governments concerned to make some
contribution to the adjustment, and we have felt that we
should share a proportion of the concessions made.” The
reduction on army costs amounts to 109, of the original
amount, or $29,266,000.

The United States did not choose to receive its annuities
under the 1929 Committee of Experts’ Plan on the same
basis as the other creditors of Germany, in part due to the
different conditions which maintain respecting this debt.
On the other hand, the Washington Government had not
yet formally negotiated any agreement with Germany, the
fulfilment of which would formally and legally discharge
that country from the obligations involved. The United
States was not disposed to accomplish the last condition
by becoming a contracting party to the decisions of the
Hague conference.

The agreement initialed December 28, 1929, fixes the
annual German payment on account of mixed claims at

1 Report of the Secrelary of the Treasury, 1928, p, 95.
1 Letter of Ogden L. Mills, Undersecretary of the Treasury, September 5, 1929,
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40,800,000 Reichsmarks through the German fiscal year
ending March 31, 1981. The annual payments for occupa-
tion costs range between 16,400,000 and 35,300,000 Reichs-
marks through the fiscal year ending March 31, 1966, an
average of 25,300,000 Reichsmarks for 37 years. The pay-
ments are to be made semi-annually instead of monthly as
under the Young Plan, and in other respects the arrange-
ment conforms to details of the debt-funding agreements of
the United States, including payment at the Federal Reserve
Bank of New York for the account of the United States
Treasury. (The United States undertakes not to capitalize
the certificates of indebtedness.) Germany may make
prepayments, and possible deferment of payments for 214
years, instead of two years, is provided for on 90 days’
notice.}

By Par. 4 of the agreement, the United States agrees to
accept the full faith and credit of Germany as the only
security and guaranty for the fulfilment of Germany's
obligations. An accompanying exchange of notes records
that this places Germany in the same position in this respect
as principal debtors of the United States under the existing
debt-funding agreements. At the second session of the
Hague conference, the chairman, by request of the German
Government and with the knowledge of the American ob-
server, distributed texts of the agreement to his colleagues.
This article called forth some debate and became a prece-
dent affecting the arrangements between the other cred-
itors and Germany, respecting the final arrangement on
guaranties.?

SOURCE OF THE ANNUITIES

The source of the amounts which Germany is to pay on
the recommendations of the Committee of Experts is
fargely the same as under the Dawes Plan, but. fundamental
changes in the mechanism of collection justify the asser-

1 The precedent for this deferment period ooccurs in the debt-funding agreement
Detween Greece and the United States.

1See p. 44 for the resulting exchange of notes and p. 243 for text of the German
agreement with the United States,
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tion that the New Plan restores German financial auton-
omy and leaves to that country “the obligation of facing
her engagements on her own untrammeled responsibility.”
The Dawes Committee of Experts selected portions of the
Government'’s sources of income, created special controls
or supervisions over them, and assigned fixed amounts of
their product to make up the annuity. That committee
adapted this plan as closely as possible at the time to the
ordinary machinery of governmental fiscal operations.
The net result was not unfamiliar in international finance,
amounting to a series of pledged revenues placed under
the supervision of commissioners representing the creditors.

The object of the Young Committee of Experts was to
remove such supervision and to advance the payment of
reparation by Germany to a position where it could be
effected solely on the credit of the debtor. The New Plan
is less precise than the Dawes Plan in its designation of
the source of German revenues for reparation account, as
is natural when the governmental credit is substituted for
specifically controlled revenues. On the other hand, the
New Plan contemplates that the German income will have
about the same sources in the future as under the Dawes
annuities. These sources are two in number: (1) The
budget of the Reich; (2) the German Railway Company.

By the Dawes Plan, the contribution from the budget
proper amounted to half the standard annuity, an amount
specifically secured by the assignment of the revenues
from customs, beer, tobacco, sugar and alcohol to the
commissioner of controlled revenues. The system of con-
trol consisted of paying the entire revenue from these
sources into the account of the commissioner at the Reichs-
bank. Each month Sir Andrew MacFadyean paid one-
twelfth of the annual contribution from the budget into
the account of the Agent-General for Reparation Pay-
ments at the Reichsbank. After the establishment of a
guaranty fund, he remitted the rest to the account of the
German Government at the Reichsbank. As those pledged
revenues are the logical ones from which to obtain a con-
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siderable portion of the budgetary contribution, it is not
contemplated by the New Plan that those revenues will
cease to furnish substantial reparation amounts. How-
ever, since the organizations for reparation payments in
Berlin are to be retired (Plan 6 (¢)) and the Bank for In-
ternational Settlements will in large measure succeed the
Reichsbank in the handling of accounts, the New Plan
does not go into detail as to the future procedure, which
“will be worked out in detail by the appropriate organiza-
tion committee.”

About 11.6%, of the standard Dawes annuity was de-
rived under the Dawes Plan from the transport tax, which
was imposed by the German Government and collected
by the German Railway Company. Under the Dawes
Plan, this specific tax was insisted upon by the creditors.
The New Plan does not provide for its maintenance, but
gives the German Government the option of including its
amount, if necessary, in the direct tax on the German
Railway Company.

A third taxation element in the Dawes Plan was placed
upon German industries by the industrial charges law and
resulted in the system of industrial debentures. The
mechanism of industrial debentures, which gives a result
very like the normal product of a corporation tax, proved
to be very complicated. For the purpose of handling the
system, a Bank for Industrial Obligations was created,
and the trustee representing the creditors conducted ex-
tensive investigations into the conditions of industrial
activity.! The total of industrial debentures was fixed by
the Dawes Plan at 5,000,000,000 Reichsmarks. By a sys-
tem of selection — very complicated but generally speak-
ing equitable — this charge was assumed originally by
more than 60,000 industrial concerns which were obligated

1 The committee to adapt the sy of lled under the Dawes Plan
isted of dell inted by

R jon C isgion and two by the Ger-
man Gowv The isei under the Dawes Plan was a creditor delegate.
For g final summary of the tax receipts and other details see the commissioner’s
report of November 20, 1929 (R C igsi Ofiicsal D XXI1Ia,
p- 183).
% His periodical reports embody valuable and unique information respecting na-
tional industrial changes.
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by the German law to accept the charge. Some 600,000,000
Reichsmarks were transformed at an early stage from
industrial bonds into individual negotiable debentures as
a convenience to a group of the concerns affected. The
rest remained, as it were, a joint and several blanket
charge on the other industries. By the terms of the Dawes
Plan, the industrial debentures yielded a standard annuity
payment of 300,000,000 gold marks representing 5%, in-
terest and 19, amortization. Two amortizing periods had
elapsed by September 1, 1929, on which date about
4,897,500,000 Reichsmarks net of the obligation were
outstanding. ‘

The complications of managing the debentures proved
to be excessive. For instance, in the year ending Sep-
tember 1, 1928, the revision of the number of concerns
liable to issue non-negotiable individual debentures was
reduced from 58,555 to 40,160.! In the same period, 319
cases of bankruptcy involved readjustments, while ac-
counts had to be handled with 602 concerns undergoing
voluntary liquidation. In the same year, a second dis-
tribution of the entire charge among German industries
was made, the first not having proved entirely satisfactory
and not having fully met expectations.

The Committee of Experts, 1929, states that ‘‘this par-
ticular charge in no way differs from ordinary taxation
save in the complications it involves in legislation and the
machinery of collection. We recommend that it be dis-
continued, and that its disappearance be taken into*ac-
count in distributing the relief from taxation whichfthis
plan will enable the German Government to bring}into
effect.” _

With this accomplished, a minor international financial
question has been resolved. In the case of German indus-
trial concerns seeking foreign loans, the question as to
what extent the industrial debentures charge represented
a preferred claim has been extensively discussed.?

1 Reparation C ission, Ofiicial D XIXA, p. 232. The number on June

15, 1929, was 39,949 (ibid., XXIa, p. 214).

VI. See for instance, Roland W. Boyden, *‘The Priority Question," Foreign Affairs,
» D» 368.
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The Young Committee of Experts propose that these
three specific taxation obligations shall be divested of
their present character and assimilated to the budgetary
system of the Reich. As a consequence, they recom-
mend ‘that the creditor Governments should take steps
to release all controls, special securities, pledges or charges
which may remain in their hands other than those spe-
cifically referred to . . . and should recognize that their
acceptance of the solemn undertaking of the German
Government replaces any securities, pledges, charges or
controls as may now exist.”

The passage preceding that just quoted provides for
maintenance of the pledges securing the service of the
German external (Dawes) loan of 1924 and also mentions
‘“‘that one source of payment utilized by the Dawes Plan,
viz.,, the railway company, should be maintained,” not
from the sole point of view of security, ‘‘but also as a
suitable method of raising the necessary revenue.” The
change contemplated in the control of the German Rail-
way Company is, nevertheless, important. In the con-
dition of German public finance in 1924, the Dawes com-
mittee found that the railroads owned by the Government
were a valuable, and almost the only clear, asset of the
Government. At that time, there was a definite concep-
tion of mobilizing the reparation payments so as to give
the creditors capital amounts by placing German bonds
in the hands of the investing public. With a view to
realizing this plan, which had been provided for in the
treaty of Versailles, the Dawes committee stipulated that
the German railway asset should be transferred to a com-
pany having a capital value of 26,000,000,000 gold marks
and that the company be subjected to a mortgage for
11,000,000,000 gold marks in favor of a trustee repre-
senting the creditors. The bond for that am.ount.be_ars
interest at 5% per annum, and the cumulative sinking
fund of 19 became operative on September 1, 1927. ) On
September 1, 1929, amortization of 225,500,000 Reichs-
marks had been effected.! The yield from these charges

1See table in Reparation Commission, Oficial Documenis, XIXa, p. 300, and
supplementary table at p. 302. (8711
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was 660,000,000 Reichsmarks per annum and constituted
substantially a quarter of the Dawes annuities. As a
part of the security under the Dawes Plan, the managing
board of the company was made up both of members
appointed by the Government of the Reich and by the
trustee for the railway bonds, who was Léon Delacroix
(Belgian). The railway company itself was subjected to
the supervision of Gaston Leverve (French), commissioner
for the German railways, who had extensive powers of
supervision and, in case of necessity, of control. It is pro-
posed by the Young Committee of Experts to abolish “the
railway bonds, together with the attendant circumstances
of foreign participation in the management of the railway.”

Inasmuch as the railway bonds have already existed and
create a basis of credit for mobilization, the exact pro-
posal substituted merits careful explanation. By it, the
German Railway Company continues its autonomous
existence under legislation of the Reich, but its former
obligation in connection with reparation ceases and is
replaced by a tax. German legislation now imposes a
direct tax upon the railway company for 37 years amount-
ing to 660,000,000 Reichsmarks per year.! The identity
of the sum with the yield of the bonds under the Dawes
Plan has in some instances created an erroneous impres-
sion that the bonds themselves are to be retained. The
German Government by the New Plan guarantees the
creditors’ receipt of this direct tax, and the railway company
itself deposits with the Bank for International Settlements
‘‘a certificate acknowledging its liability in respect of this
obligation.” The direct tax is to come from the gross
revenues of the company, ranking after expenditure on
personnel and on the same footing as expenditures on
material and consumable stores, with priority over any
other tax or any other fiscal charge. The railway com-
pany is, however, to pay the tax directly to the account

1 The committee to adapt the German railway law of August 31, 1924, to the new

conditions was made up of two delegates appointed by the Reparation Commission,
including the i Gaston Leverve. and two by the German Government.
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of the Bank for International Settlements at the Reichs-
bank in Berlin, rather than to the account of the Minister
of Finance of the Reich.

Thus, with a single exception, the German Railway Com-
pany becomes an independent corporation, in financial
parlance, a wholly owned subsidiary of the German Govern-
ment. The exception is that the organization committee to
put the New Plan into operation is to *“ make suitable pro-
vision whereby the private and independent character of
the German Railway Company, including its autonomous
administration in economic, financial and personnel matters,
shall continue for the period of the plan without interference
from the German Government.’?

The effect of these arrangements is to draw the annuities
from the German budget as such, and from what may be
regarded as a special budget made up of the German Rail-
way Company tax.

In the second year, allowing 88,500,000 Reichsmarks
for loan service, the total payments will amount to
1,796,400,000 Reichsmarks, of which 1,136,400,000 will
come from the budget proper and 660,000,000 from the
railway company tax. The budget contribution will rise
to 1,768,800,000 Reichsmarks in the 37th year, the aver-
age increase in the first 20 years — representing the life
of the external loan — will be only 24,000,000 Reichsmarks
per year or less than one-fourth of 1% of the total budget.

THE NONPOSTPONABLE PORTION

One reason for the guaranty of the contribution from the
railroad tax of 660,000,000 Reichsmarks was to insure a
certainty of uninterrupted payment of that amount. One
of the reasons which influenced the creditors to agree to
reduce the Dawes annuities was the arranging f9r a non-
postponable portion of each annual payment, which might
constitute the basis for an issue of bonds whit':h could be
sold to the public at an early date, thus providing cash for

1 Report, Par. 108.
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distribution to the creditors. It was recognized that situa-
tions might arise under which the most carefully worked
out scheme of future payments would be subject to modi-
fication by reason of conditions in Germany. The Com-
mittee of Experts was unwilling to fix a total sum too low.
On the other hand, they recognized that Germany's esti-
mated maximum capacity to pay and to transfer these
payments into foreign currencies was not a safe basis for
the annuities. They attempted to determine Germany's
normal capacity and thus to propose ‘‘a series of total
annuities which should be paid with the regularity of the
coupons of ordinary marketable bonds."*

The leeway which was agreed upon took the form of
dividing the annuities into a postponable and a nonpost-
ponable part. The division was both delicate and difficult,
since ‘‘the point at which difficulties might begin to arise in
making transfers into foreign currencies is not exactly
definable in advance.” - In order to be on the safe side, the
nonpostponable part of the annuity was fixed at 660,000,000
Reichsmarks. The committee regarded this figure as a
deliberate underestimate, but were satisfied that it was not
wise to propose a figure which would not command “instant
acceptance by well-informed public opinion.”

The nonpostponable portion of the annuity is given a
further guaranty, in addition to the special one of the Ger-
man Government and the direct form of the collection of
the tax which provides it. France has been very anxious to
mobilize a portion of its reparation credit by the issuance
of bonds. In order to enable this to be done, the experts
of the principal creditor countries agreed that France should
be assigned 500,000,000 Reichsmarks out of the uncon-
ditional portion of the annuity. As the service of the Dawes
loan (averaging 61,800,000 Reichsmarks) comes out of that
nonpostponable portion, France itself was slated to receive
more than 83%, of the total available for commercialization
and mobilization.?

1 Report, Par. 75.

2 See the Report of the French Delegates, European Economic and Political Survey,
IV, at p. 588.
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As a result of this proportion being finally assigned to one
creditor, France agrees to deposit a special guaranty fund
with the Bank for International Settlements in order to
equalize the short payments to other creditors which would
arise from a temporary diminution of the postponable por-
tion of the annuity (Annex VIII). This guaranty fund is to
amount to 500,000,000 Reichsmarks and will constitute a
trust fund to insure to each of the other creditors the regular
receipt of foreign exchange equivalent to what would be
due them if no postponement had taken place. On the full
lf'esumption of payment, Germany would replenish the trust

und.

The Committee of Experts fixed the nonpostponable
annuity at 660,000,000 Reichsmarks, inclusive of the charges
for the Dawes loan. This left 598,200,000 Reichsmarks
for allocation. The committee ! recommended that 500,-
000,000 of this sum should be allocated to France and
42,000,000 should be apportioned to Italy, which was to
have no further claim upon it until the remaining 56,200,000
Reichsmarks was allotted by “an equitable apportionment”
among the creditors entitled to share in the annuities “by
agreement of all the Governments.” To secure a definite
allocation of part of that sum to the British Empire was one
of the reasons for the policy it adopted at The Hague. By
the protocol of August 31, 1929, a change in total and the
completion of distribution were made. Annex 1 to the
protocol of August 31, which accepted the Experts’ Plan in
principle, provides that “the amount of the unconditional
annuity shall be fixed at 612,000,000 Reichsmarks a year
(excluding whatever sums are required for the service of
the German external loan of 1924).”” The creditors apd
Germany, therefore, agreed to the nonpostponable annuity
being raised to 673,800,000 Reichsmarks instead of 660,-
000,000. This slight addition to which Germany agreed
left the conference with 70,000,000 Reichsmarks for un-
conditional distribution. The total by this final arrange-

ment is allocated as follows:
3 Annex V11, par. 189.
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Reichsmarks

German external loan (average) . . . . . 61,800,0002
France . . . . . . . . . 500,000,000
Italy . . . . . . . . . 42,000,000
British Empire . . . . . . . 55,000,000
Japan . . . . . . . . . 6,600,000
Yugoslavia . . . . . . . . 6,000,000
Portugal . . . . . . . . . 2,400,000
673,800,000

The significance of the nonpostponable part of the an-
nuity merits a word. Created for the purpose of affording
a sound basis for the issuance of bonds to the public, the
certainty of its continuous payment is its essential char-
acteristic. However, in normal conditions its position
will not be particularly special, being evidenced by book-
keeping and coupon priority. So long as the total an-
nuity is paid, only technical distinctions of handling will
identify that portion. Not until German capacity to
collect foreign currencies In a given year should fall below
the full amount would the special provisions securing the
nonpostponable part of an annuity come into definite
operation.

The detailed working of the system is: The certificate
of indebtedness, deposited in trust with the bank, bears
a coupon for each annuity divided into two parts rep-
resenting the nonpostponable and postponable parts re-
spectively. A certified schedule (Exhibit C) of the Trust
Agreement directs the bank exactly how much money to
transmit to each creditor under both heads:  First, the
Dawes loan service, second, the remainder of the non-
postponable portion, third, commitments on account of
deliveries in kind, fourth, payment on the postponable
coupon account.? If a difficulty of transfer should develop,
the same order of distributing available currencies is fol-

1 The actual cost of loan service in 1929-30 will be approximately 88,500,000 Reichs-
marks, with an annual decrease of interest from amortization repayments until its
extinction in 1949.

3 Trust Agreement, Art. IV {(a-¢); the details are in the certificate of indebtedness,
III, IV, énfra, p. 234.
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lowed, the guaranty fund of 500,000,000 Reichsmarks in
foreign currencies being resorted to.! The whole Plan
expresses the conviction that Germany could not con-
ceivably fail to raise the amount of the nonpostponable
part in Reichsmarks. If world conditions were such that
it had difficulty in securing foreign currencies, the bank’s
facilities for acquiring exchange might be utilized.*

TrE PosTPONABLE PoORrTION

The postponable part varies between 619, and 73%, of
each annuity. The committee states that the proportion
*is not to be taken as evidence of doubt as to Germany's
capacity of transfer (or of payment); it represents rather
the concession that has been made to the honorable de-
termination of the German experts not to make themselves
unconditionally responsible for any obligation which they
are not certain is within their power of performance in all
circumstances.” It further represents a change of policy
as compared with the Dawes Plan. In this, the respon-
sibility for transfer was entirely borne by the creditors and
managed through the Transfer Committee. Under the
New Plan, Germany accepts the obligation of getting pay-
ments across the exchanges, and the establishment of a
postponable part of the annuity gives a certain elasticity
to the solution of the problem. The Bank for Inter-
national Settlements will undoubtedly facilitate the process.

Postponement is not contemplated by the Committee of
Experts as a normal procedure to be followed.* The com-
mittee emphasizes that the total annuity “is one which
they have every reason to believe can in fact be both paid
and transferred by Germany.” The provision for post-
ponement, by affording an opportunity to get over a period
of temporary difficulty, makes possible the functioning of
the New Plan under unforeseen conditions.

1 Trust Agreement, Arts. XI, XIII

2 Ibid., Ast. (1L, )
1 For the German undertaking see Art. VIII of the agreement, infra, p. 196,
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It is the debtor that must raise the question of post-
ponement. If the question should be raised, machinery for
its examination and for providing a transitional system is
indicated in detail. The Committee of Experts points out
that this supplies an additional margin of safety.

By the system indicated, Germany has the right (Part
8 (¢)), “on giving 90 days’ notice, to postpone transfers
for a period not exceeding two years,” under detailed con-
ditions (Annex IV). All amounts postponed are eventually
to be paid by Germany, so that the system gives the Reich
no advantage and consequently would not be misused.
The primary system does not contemplate the cessation of
German payments, but only postponement of transfer from
the account of the Bank for International Settlements at
the Reichsbank across the exchanges.

In case of postponement of transfer, the creditors may
utilize their quotas by absorbing them through deliveries
in kind. In the first 10 years, the current program of such
deliveries would be modified; subsequently a.special pro-
gram would have to be arranged. By this provision, the
experts show an appreciation of the fact that the normal
‘payments under the plan do not represent an obvious ex-
change of goods and seek to facilitate a solution of the
temporary problem through resort to a form of such ex-
change. R ,

The declaration by Germany upon its own initiative of
a postponement would start a delicately adjusted inquiry.
In such a case, the Bank for International Settlements is to
convene a Special Advisory Committee, at Germany's ex-
pense, consisting of seven ordinary members nominated by
the governors of the banks of issue of Germany, France,
Great Britain, Belgium, Italy, Japan and the United States
(“or some other agreed American financial institution”),
and in addition four coopted members who are to be experts
respecting aspects of the particular situation in question.
This committee is to consider the tircumstances and con-
ditions existing at the time, make necessary investigations,
and render a report to the Governments and to the bank.
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If the committee has satisfied itself that Germany has
used every effort to fulfill its obligations, the committee will
suggest measures appropriate to applying the Plan under
the existing situation. The committee acts in a purely
consultative capacity, and its findings “have no effective
force unless confirmed and accepted by the bank as trustee
of the creditors, and if necessary by the Governments con-
cerned.”” Any connection of the committee with the non-
postponable part of the annuity is specifically excluded.

It will be noted that this system places the whole re-
sponsibility of any postponement directly upon Germany.
It is possible that the procedure indicated would not be
followed in the order provided for by the Plan. Germany
would doubtless seek to consult the bank, and the creditors
before declaring a postponement. In case the declaration
were solely upon German initiative or in case Germany
requested a prior convening of the Special Advisory Com-
mittee, this committee is constructed to insure an objective
and practical view of the facts involved. The committee’s
report is calculated to inform the Governments concerned.
If the postponement of transfer were fully justified and if
the continued application of the Plan involved no essential
alteration of it, it is conceivable that the bank might be
left to decide on the immediate procedure. As, however, a
postponement has the effect of shifting responsibility for
transfer of funds temporarily from the debtor to the credi-
tors, the Governments concerned would almost certainly
have to take the final decision.

It is not, however, to be expected that this machinery,
which leaves it to Germany to question its own credit,
would be invoked for slight cause. The occasion for calling
the Special Advisory Committee into action would un-
doubtedly be a most serious one, beyond the ability of the
Bank for International Settlements, the German and
creditor Governments to overcome through ordinary pro-
cedure. Its convocation, consequently, would point to an
investigation of a nature to bring out recommendations for
revision of the system. If, as a practical matter, such a
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committee, after full examination, should report that the
payments provided in the Plan were too heavy and ought to
be permanently reduced, it would be very difficult for the
Governments concerned which are represented on the
committee to reject the findings, and if they accepted them
this would amount to a permanent revision of the Plan
somewhat similar to the revision of the Dawes Plan by the
Young Committee.

Postponement of transfer may be made for a maximum
period of two years. After it has been in effect for one
year, the German Government has the right to postpone
the payment of one half of any sum the transfer of which
is then susceptible to postponement. The Special Advisory
Committee may recommend the increase of this percen-
tage.!

DELIVERIES IN KIND

The system of deliveries in kind is to be continued on a
diminishing scale for a period of 10 years. Provision for
later reverting to the system to aid the transfer of funds
in case of a temporary postponement is provided for but,
with that possible exception, the very complicated mech-
anism of paying reparation by delivery of commodities will .
cease on August 31, 1939,

Deliveries in kind were provided for in the treaty of
Versailles. By Annex IV to Part VIII of that treaty,
Germany was to ‘‘devote her economic resources directly
to the physical restoration of the invaded areas” to the
extent that the injured might determine. By Annexes V
and VI, Germany was to deliver coal and coal derivatives,
dyestuffs and chemicals as a part of reparation for specified
periods with a view to filling commodity vacuums in the
victor countries. The general system of deliveries in kind,
however, was in 1919 regarded as a means of securing
larger payments from Germany than could be made in the
form of cash only.

1Plan, Annex IV, 3.
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The creditor Governments were never of one mind re-
specting deliveries in kind. All of them were willing to
receive noncompetitive goods to the extent that the trade
did not unduly strengthen the German industrial and com-
mercial position. All of them considered carefully whether
extensive deliveries in kind would not constitute a form of
“dumping’’ of German exports abroad. Germany was un-
willing to see deliveries in kind resold out of the boundaries
of the recipient state. Victorious nations did not desire to
see German industries positively developed as a result of
business done for the account of deliveries in kind. Ger-
many was unwilling to subordinate its commercial and in-
dustrial structure and activities to the demands of rep-
aration. For several years there was a general refusal by
creditors to permit German contractors to erect extensive
public works on account of deliveries in kind, notwith-
standing that they would be real capital additions to the
benefited nation.

Gradually from 1921 to 1925, a series of complicated
regulations was developed, and under the Dawes Plan
régime substantial deliveries in kind were made under con-
ditions closely approximating commercial transactions.
The regulations set forth in detail commodities that could
be ordered without restriction, those which could be had
under various restrictions, those that could be had by mu-
tual agreement, and those that were not subject to delivery
at all.l The program of orders was examined and approved
both by national authorities and the Reparation Com-
mission, and increasingly took on normal commercial as-
pects. The following table shows the development of
deliveries in kind as to number of contracts and value:

1 Regulations for Deliveries in Kind (Reparation C ission, Official D
X).
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Contracts (Reichomarks)
st year . . . . . - 454,000,000
2d year . . . . . 3,706 667,000,000
3d year . . . . . 4,666 795,000,000
4th year . . . . . 5,421 968,000,000
5th year . . . . . 5,160% 985,000,000 2

It can be seen from this brief review that the system of
deliveries in kind operated in a very cumbersome manner,
even though it had latterly run with reasonable smoothness.
It had come to be regarded as an abnormal form of com-
mercial transaction of decreasing value to the creditors as
their industrial production recovered, and as a system
hampering the normal development of German industry
and commerce.

The close assimilation of deliveries in kind to the normal
forms of trade under the Dawes Plan régime had never-
theless caused it to play an important réle in the economic
life of Germany. Moreover, such an’ artificial system of
trade was felt by the Committee of Experts to be some-
what inconsistent with their fundamental purpose of
transforming the payment of reparation from a semi-polit-
ical to a completely economic basis. . The Committee of
Experts, therefore, recommended that the creditor nations
should agree to absorb over a period of 10 years a limited
and decreasing amount of the postponable portion of the
annuity in the form of deliveries in kind. The schedule
provided for 750,000,000 Reichsmarks of deliveries in the
first year and 300,000,000 in the 10th and last year; the
- total to be absorbed in 10 years is 5,250,000,000 Reichs-
marks. The Bank for International Settlements will suc-
ceed the Reparation Commission in managing the dis-
bursements on the account, and the committee recommends

1Includes value of deliveries covered by special agreements as well as those by
ordinary commodity contracts,

3 Nine months only.
% Twelve months.
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itzh:dt the regulations in force shall be simplified and liberal-

Deliveries under the reparation recovery acts may be
regarded as deliveries in kind up to 23.05% for Great
Britain (the whole percentage) and up to 4.95% for France.

In view of the limits which they bave placed upon de-
liveries in kind as respects both annual amounts and the
annuity periods over which they are to continue, the Com-
mittea of Experts felt free to recommend that the new
regulations should permit *“the several powers to dispose
of some part of their respective quotas of deliveries outside
of their own territories under suitable restrictions.” This
possibility of the resale of German commodities delivered
on reparation account was viewed by the Grand Council of
the Federation of British Industries “with considerable
apprehension” in a unanimous resolution passed July 15.}
The Federation urged that the new regulations should in-
clude *“the most stringent safeguards in regard to terri-
torial extension and the strictest possible limitation of the
classes of goods to which it shall apply.”

The schedule of quotas of delivery in kind to the various
countries given by the Committee of Experts (Annex VII)
was based upon the Spa percentages. It reduced the
amount of deliveries in the first year under the Young Plan
to about 75% of those made in the fifth year of the Dawes
Plan.

At the August session of the Hague conference, the
Young Plan arrangement was altered in some respects.
Provision was made for the committee * contemplated to
draw up new regulations for deliveries in kind and to effect
the transition from the old to the new system. The con-
ference provided that the new regulations should be bind-
ing on the Bank for International Settlements. In accord-

1 London Times, July 16, 1929, p. 13.

€ The Technical C t on Deliveri ln_‘Kind-mdL.uhr;:.Semba;:_-
bpravi ?;ﬁ&%ﬁ:ﬁﬂé‘f’fﬁe Peyster, chief d'T‘e_tvlce of deliveries
in kind; Belgium: M. Perier; Maly: Signor Moeca; Great Britain: Faryer; Ger-
many: Herr Litter; Yugoslavia: Danig; Japen: Kuichl,
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ance with the wish of the British Empire, the conference
canceled the suggestion of the Committee of Experts that
the recipients of deliveries in kind should be permitted to
dispose of part of their shares outside of their own terri-
tories and the general principle of prohibition of re-export
of such goods was reiterated. Following the Young Plan,
the reparation recovery act levies were declared to be
pari passu with any deliveries in kind, and the British
quota of such deliveries may be wholly taken in thag form.

The conference provided for a committee, to be con-
vened by the Bank for International Settlements and con-
sisting of representatives of each signatory Government,
to apply any special program involving an extension of
deliveries in kind during the first 10 years or any program
after the first 10 years. This committee may decide by
a majority vote. If the interests of any government are
prejudiced by the decision of the committee, its member
may suspend the execution of the decision with relation
to that government and call upon an arbitrator of high
commercial and financial standing to render a. decision
within 14 days concerning the approval or rejection of the
program or a part of it.

The British objection to the effect of deliveries in kind
upon the status of its foreign trade resulted in a special
arrangement with Italy, which also affected France. The
schedule of deliveries in kind for the first 10 years gives
Italy amounts ranging from 75,000,000 Reichsmarks down
to 30,000,000, a total of 525,000,000 Reichsmarks in the
10 years. Italian receipts in kind have been almost ex-
clusively coal for the railroads, and in the earlier years under
the original Young Plan schedule, it gets substantially
its requirements. The Italians agreed to take the average
of 52,500,000 Reichsmarks for each of the 10 years in order
to accommodate the British, In view of this adjustment,
the Italian Government undertook on behalf of the Italian
state railways to purchase 1,000,000 tons of British coal
yearly for the three years November 15, 1929, to November
14, 1932, and further to abstain from importing more than
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1,500,000 tons of reparation coal per annum during the
10-year period. In order to conform to the schedule of
total deliveries in kind in the 10-year period, France agreed
to a readjustment with Italy, taking the surplus above
Italy's average of 52,500,000 in the earlier years and yield-
ing amounts to provide the Italian average in the later
years. As a consequence, French deliveries in kind were
determined to range from 430,900,000 Reichsmarks in the
first ygar to 140,800,000 in the 10th year, as compared with
the original assignment of 408,400,000 down to 163,300,000.

At The Hague in January the 10-year schedule was re-
vised to conform with the fiscal year of the New Plan
and to specify the reparation recovery act receipts included
in each year, which amount to 28% of the 10-year total.
The revised table,! attached to the new regulations,? as-
signs payments to the transition period, September 1,
1929-March 31, 1930. Nine full years follow and de-
liveries end in the overhang period, April 1-August 31,
1939.

1See infre, p. 184.
S Text in Agreements, p. 80.
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DAWES ANNUITY DISTRIBUTION
By COUNTRIES

(In Rei

ka, 000 omitted)

(National totals include receipts for army of occupation costs, Belgian war debt and restitution.)

1st Annuity ! 2d Annuity ? 3d Annuity? | 4th Annuity® | S5th Annuity$

Final Final Revised Revised Approximate
1. France . 454,512 584,614 747,775 887,855 1,290,203
2, British Empire 191,047 240,673 309,923 369,650 541,823
3. Italy 66,814 86,063 97,756 118,719 185,064

4. Belgium 1159474}, 105,350+ 76,1144 86,8244 128,8294
5. Yugoslavia . 33,435 43,068 48,920 59,399 90,115
6. United States 15,359 19,784 | 79,969 85,318 100,000
7. Rumania 7,534 9,704 . 12,296 14,930 23,005
8. Japan . 5,005 6,447 8,299 10,076 15,214
9. Portugal 5,005 6,447 8,250 10,017 15,139
10. Greece . 2,669 3,438 4,344 5,274 7,989
11. Poland . 129 166 210 255 655

o '897,456°5 ‘/1,105,754 5 1,393,856% 1,648,3175 | 2,398,0365
Service 1924 loan 76,979 92,234 91,328 90,573 89,412
Interdllied commissions 25,820 17,759 10,618 9,114 11,518
Discount in railway interest . - - 7,410 6,481 7,093 8,091
Total . . 1,000,255 1,223,157 1,502,283 1,755,097 2,508,057
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. Army costs:

Arrears . . . . . . 11,250 18,646 73,750 85,000 85,000
Current . . . . . . 160,000 151,676 139,525 129,854 126,597
Belgian war debt . . . . 36,310 46,772 59,029 71,673 109,322
Restitution . . . . . 7,262 9,354 11,806 14,335 36,847
American mixed claims . . . 15,539 19,734 24,969 30,318 45,000
Reparation R 7 Y 1 859,522 | 1,084,777 | 1,317,137 | 1,995270
Loan service . . . . . 76,979 92,234 91,328 90,573 89,412
Interallied commissions . . . 25,820 17,759 10,618 9,114 11,518
= Discount in railway interest . . - 7,410 6,481 7,093 8,091

[+ ]

-~y
- Total . . . . . .| 1,000,255 1,223,357 1,502,283 1,755,097 2,508,057

Transfer percentages:

Foreign currencies . . . . 30.37 35.35 49.45 54.23 57.83
Reichsmarks . . . . . 69.63 64.65 50.55 45.77 42.17

1 Repori of the Agent-General, November 30, 1926.

® Ibid., December 22, 1928, p. 170-173.

8 Ibid., July 1, 1929, p. 151-153.

4 Includ ipts on of the Belgian war debt payable to the United States, the receipts in annuity years being: 1st, 5,338,000
Rm.; 2d, 6,877,000 Rm.; 3d, 8,678,000 Rm.; 4th, 10,537,000 Rm.; 5th, 16,072,000 Rm.

8 Includesi earned as foll 1st, 255,000 Rm.; 2d, 3,157,000 Rm.; 3d, 2,283,000 Rm.; 4th, 5,097,000 Rm.; Sth, 8,057,000 Rm.
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IV. THE BANK FOR INTERNATIONAL
SETTLEMENTS

1. Abolition of Semi-Political Organizations

While the Committee of Experts in other respects built
the recommendations of their report upon the facts of rep-
aration, they produced in the Bank for International
Settlements a wholly new financial system for the manage-
ment of the payments. Their inquiries into the problem,
they say in their report, “ were found to be converging upon
one central point, viz., the nature of the authority which
should act as the chief medium for discharging the various
functions under a new plan.” In their exploration of the
problem * of substituting authority of an external, financial
and nonpolitical character for the present machinery and
controls of the Dawes Plang . . . , they immediately met
with the necessity for a trustee to whom the payments in
foreign currencies and Reichsmarks should be made by
Germany and by whom the distribution to the appropriate
recipients should be managed. -

“In the second place the problems of mobilization and
commercialization demanded a common center of action
and authority for the purpose of coordinating and control-
ling the arrangements, and there were obvious advantages
in such an authority being of a continuous or permanent
character.” ! In meeting such conditions, they found that
the requirements were a permanent central authority ca-
pable of acting with expertness upon such subjects as the
management of accounts, questions of transfer, and the
effects of international payments upon immediate export
trade. This analysis of requirements caused the committee
to envisage the possibility of a financial institution and to
elaborate a plan for a Bank for International Settlements
“which should, in its various functions, meet all these

points.” .
1 Report, Par. 39.
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“It will be seen that the essential reparation functions
of the bank were such as to form a solid reason for its
existence; but the committee were led inevitably to add
to those reasons the auxiliary, but none the less material,
advantages that it might have in the general position of
present international finance.” The bank, therefore, has
two categories of functions: The first as to reparation being
primary, and the second as an international financial in-
stitution, secondary, permissive and undeveloped in detail
by the Committee of Experts, who believed that, if it
should eventually furnish “to the world of international
commerce and finance important facilities hitherto lack-
ing,” the development should be a matter of normal ev-
olution.

THE SYSTEM SUPPLANTED

The system for the management of reparation which had
grown up and for which the bank is substituted should be
clearly in mind. The negotiators of the treaty of Versailles
provided for a Reparation Commission to be made up of
delegates of the United States, Great Britain, France, Italy,
Japan, Belgium; and Czechoslovakia, Poland, Rumania and
Yugoslavia for questions relating to Austria, Hungary or
Bulgaria under their treaties of peace. This commission
was empowered to determine the claims of the creditors;
to fix the obligations of the debtors; to receive, sell, hold
and distribute reparation payments in cash or kind; period-
ically to estimate the debtors’ capacity to pay by examina-
tion of their fiscal and taxation systems; to receive, hold
and manage the service of bonds representing the indebted-
ness; to interpret the treaties; and, in case of need, to
declare defaults. .

It will be noticed that this commission did not mclud.e
any delegates from the debtors, and was, thgrefore, a uni-
lateral organization. When Germany reoexyed the con-
ditions of peace elaborated by the victors, its delegation
prepared detailed comments upon them. Germ?n):'recog-
nized, “on principle, its liability for compensation™ as to

[889]



90 WORLD PEACE FOUNDATION

most of the categories of damages outlined in the draft
treaty. It proposed *“that a German commission be allowed
to cooperate’” with the Reparation Commission in fixing
the amount of the damage and stated that it could not
submit to the annuity “being fixed in a one-sided manner
by the representatives of the creditors, the Reparation
Commission.”” ! These arguments were overruled by the
victors, who finally handed Germany an ultimatum as to
signing the treaty. The German Government was deeply
impressed with the declaration of the United States that
it would not claim anything on reparation account. It
expected that the presence of an American member on the
Reparation Commission would add a disinterested element
to its deliberations, which would make the commission’s
decisions more reasonable than would otherwise be the case.
The United States, except at the very outset, never ap-
pointed an official member of the commission. It was rep-
resented by an ‘“‘unofficial observer,” who cast no vote.
As a consequence, the balance of judgment originally con-
templated to exist in the commission was never realized.
The delegates of Belgium and Japan voted only on specific
occasions. In the case of German reparation, therefore,
the commission was made up only of the delegates of
France, Great Britain, Italy and, usually, Belgium.

The French delegate, representing what may be called
the majority interest ® in reparation, was elected chairman
and continued in that capacity. The voting arrangements
were significant. Questions ‘‘involving the sovereignty”
of any of the victors, cancellation or postponement of debt,
or interpretation required unanimity. Other questions
were decided by a majority vote, and in case of a tie, the
chairman (French) had a casting vote. Abstention was a
vote against a proposal. It thus came about that in the
crucial period of the commission’s action, by the absence
of an American delegate and the presence of a Belgian one,

1 Comments by the German delegation on the Conditions of Peace, International Con-
ciliation, No. 143, p. 63—68 passim. - :

2 The French share under the Spa percentages was then 52%.
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the commission consisted of four delegates, and the French
representative had a casting vote.

The delegates on the commission were subject to control
by their national Governments. It was the attempt of
those Governments to realize their desires through the
commission and the inherent complications and difficulties
of the reparation problem which in large measure con-
tributed to the impasse of 1923 and 1924. The Dawes
committee in 1924 did not make any recommendations
respecting the commission, whose functions were not within
its mandate. However, the adoption of the Dawes Plan
and the establishment of the officials it required led the
Governments at the London conference in July—-August,
1924, to provide so fully for the operation of reparation by
organizations outside the Reparation Commission that the
latter ceased to occupy a central position.

The Dawes Pidn created the office of Agent-General of
Reparation Payments, the incumbent of which was ap-
pointed by the Reparation Commission. Functions of the
office were in large measure laid down in the plan itself so
that S. Parker Gilbert, the permanent appointee, was in
effect the active and responsible official from 1924 onward.
The Agent-General's principal duty in Germany was to
receive payments of all kinds toward the annuity, the
funds of which were placed to his credit in the Reichsbank.
His principal duty toward the creditors was to transfer the
funds to their accounts in collaboration with the Transfer
Committee, of which he was the chairman. He was fur-
thermore the coordinating agency between the Reparation
Commission and the German Government. In this ca-
pacity, under normal conditions, he had a certain amount
of supervision over the commissioners of the Reichsbank,
of the German Railway Company, industrial debentures
and controlled revenues and would have borne a similar
relation to the Prosperity Index Committee when it came
into operation. By virtue of his position, he was chairman
of the Transfer Committee, and maintained relations with
the mixed general board of the Reischsbank, the trustees
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of the German external loan of 1924, the trustee of the
German railroad bonds, who appointed nine of the road’s
board of directors, the trustee of the industrial debentures
and the management of the Bank for German Industrial
Obligations.

The listing of this structure gives a sufficient picture for
the present purpose of the extent to which payment of
reparation under the Dawes Plan was dependent upon
foreign supervision and administration.

2. The Structure and Functions of the Bank!

Early in the proceedings of the experts they determined
that any plan providing a complete and final settlement of
the reparation problem ought to place upon Germany the
complete responsibility for reparation payments without
wartime sanctions and controls or without supervision or
administration of the transfer of funds. To this end they
decided upon the abolition of the ReparationCommission
and all its agencies, including the Agent-General for Rep-
aration Payments and the commissioners, so that no body
or individual representing the creditor states should be
standing over Germany to determine the amount or time
of reparation payments or whether transfers could or could
not be made at any given date. Upon reflection, it became
obvious that, with the abolition of the organs of control, it
would still be necessary to have some organization, non-
political in character, to receive (but without authority to
collect through sanctions from Germany) the annuities
which Germany would agree to pay and to distribute these
annuities to the creditors entitled to receive them, as well
as to assist in deliveries in kind during the 10 years of their
continuance. To provide for the receipt and distribution
of the annuities which Germany is to pay on its own re-
sponsibility in foreign currency was thus the primary object

1 Extensive use has been made in this section of the method of treatment and the

language of a paper by Jeremiah Smith, Jr., ** The Bank for International Settlements,”
Quarierly Journal of Economscs, XLIII, p. 713,
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in the creation of the new Bank for International Settle-
ments.

The idea of an international bank developed gradually
and, so to speak, inevitably. The first conception was
simply that of a trustee for the administration of the me-
chanics of reparation payments. But it became increas-
ingly clear that such an organization would require for its
successful functioning a directorate and management of
high caliber. Such a directorate might, as a nonpolitical
body, be intrusted with such a function as supervising and
assisting in the commercialization and mobilization of cer-
tain portions of the annuities, a function that had always
been contemplated. Such functions were fundamentally
those of a financial institution. The very complications of
the distribution to be effected pointed to the necessity of
providing for still other typically financial functions, such
as exchange operations. It was also clear to the experts
that a bank performing these necessary functions might
offer an opportunity to bring to realization certain con-
ceptions of international financial cooperation which had
long been discussed and long desired.- As a result of
these considerations, the Committee of Experts laid down
the structure of the bank, leaving to a committee to be
appointed the task of determining the text of the formal
constituent documents.

The Organization Committee of the Bank for Inter-
national Settlements met at the Hotel Stephanie, Baden-
Baden, October 3-November 13, 1929. In accordance with
Annex 1, Part I1I, of the Plan, it consisted of two members
appointed by the governors of each of the central banks
of Belgium, France, Germany, Great Britain,! Italy an.d
Japan, and two American delegates appointed by the six

1 Philip S d the Ch lor of the Exch eaid in the Hou.seof Commons
on November 5: **No instructions have been given to them by His Majesty’s .Govem-
ment in regard to the purely banking aspects of their tasks, but I am ke.epifn'z in touch
with them on the definition of the bank's functions in regard to reparation.” (London
Timses, November 6, 1929, p. 7.)
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governors of the central banks.! This Organization Com-
mittee produced the text of the charter of the bank, to be
enacted as law by the country in which it is situated, the
statute of the bank, and the trust agreement. The com-
mittee was called into being by the president of the Hague
Conference acting under the Hague protocol of August 31,
and its duty was to put into formal shape the indications
for the structure of the bank given in Part 6 and Annex I
of the Report of the Committee of Experts. The com-
mittee had power to modify those provisions, but made few
changes in them. The committee took decisions by a three-
quarters vote, and the documents produced were signed by
all delegates ? to be submitted for final acceptance by the
second session of the Hague conference.

OnjEcTs AND CAPITAL DISTRIBUTION

The Bank for International Settlements®is a limited
share company with its registered office at Basel, Switzer-
land, established by the central banks of Belgium, France,
Germany, Great Britain, Italy and Japan and a financial
institution of the United States, incorporated by and re-
ceiving its charter under the laws of Switzerland. The
bank is generally immune from Swiss taxation, its statutes
are sanctioned by Swiss law and may not be amended ex-
cept in accordance with their own terms, irrespective of
consistency with present or future Swiss laws relating to

1 The del were: Belgium: Louis Franck, Governor of the Banque Nationale,
Léon Delacroix, Belgium representative on the Reparation Commission (died October
15), M. Paul van Zeeland, director of the Banque Nationale; France: Messra. Moret
and Pierre Quesnay; Germany: Hjalmar Schacht, president of the Reichsbank,
and Herr Volcke; Great Britain: Sir Charles S. Addls. K. C. M G., William T.
Layton, C. H,, C. B E., editor of the E ist; Italy: d and Sig-
nor Azzolini, dlrector geneml of the Banca d'Italia; Japan Messrs. Tanaka, superin-
tendent of the London agency of the Bank of Japan, and Saburo Sonoda, president

of the Yokohama Bank, New York. The American delegates, appointed by the six
governors of the central banks, were: Jackson E. Reynolds, president of the First
National Bank of New York, and Melvin A. Traylor, president of the First National
Bank of Chicago. (London Times, October 1, p. 16.)

2 The Belgian delegates signed the report on November 16 at Brussels, noting
that in their judgment the selection of Basel as the seat of the bank was due to po-
litical considerations. The delegates had withdrawn from Baden-Baden on Novem-
ber 8, prior to the vote on the seat of the bank.
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corporations. The bank is not subject to Swiss restrictive
legislation. Disputes between the Government of Switzer-
land and the bank as to the interpretation or application
of the charter are subject to arbitration.

The objects of the bank are:

To promote the cooperation of central banks and to
provide additional facilities for international financial op-
erations;

To act as trustee or agent in regard to international finan-
cial settlements intrusted to it under agreements with the
parties concerned.

So long as the Young Plan is in force, the bank must
carry out the functions assigned to it in the Plan, facilitate
execution of the Plan in the manner of conducting bank
affairs, and observe the provisions of the Plan within the
powers of the bank as defined in the statutes. Specifically
its reparation duties are: As trustee or agent for the Gov-
ernments to receive, administer and distribute the annuities
paid by Germany, supervise and assist in the commercial-
ization and mobilization of certain portions of those annu-
ities and perform such services in connection with payment
of German reparation and international settlements “con-
nected therewith” as the bank and interested Govern-
ments may agree upon.

The authorized capital of the bank is 500,000,000 Swiss
francs ($96,475,000) divided into 200,000 shares of 2,500
Swiss francs ($480.38) issuable at par only, the nominal
value to be expressed in dollars and local currency con-
verted into gold mint parity. The Banque Nationale de
Belgique, the Bank of England, the Banque de France,
the Reichsbank, Banca d'Italia, the Yokohama Specie
Bank and a New York financial institution guarantee the
total authorized capital, and the bank may begin business
as soon as a total of 112,000 shares (56%) has been sub-
scribed by the seven mentioned institutions in quotas of
16,000 each. The remaining 88,000 shares (44%) may
be issued by the Board of Directors by offer to central or
other banks of other countries whose currencies are on the
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gold or gold exchange standard (or those interested in
reparation) in lots not exceeding 8,000 shares per country.

Twenty-five per cent only of each share is payable at
the time of subscription, the balance to be “called up”
at the discretion of the board on three months’ notice.
Capital of the bank may be increased or reduced by vote
of a two-thirds majority of the board. In the case of an
increase, the seven guaranteeing institutions are entitled to
subscribe for 55% of the increase, the remainder being
assignable to other subscribing countries. Shares are regis-
tered and transferable on the books of the bank, which
retains the faculty of accepting a subscriber. Ownership
of shares carries no right of voting or representation at
general meetings, both rights being exercised by the cen-
tral bank or its nominee in proportion to the shares sub-
scribed in each country. The subscribing institution may
issue either the shares or certificates against the shares to
a banking group within the country, or to others.

- ¥

OPERATIONS AND FUNCTIONS

The operations of the bank are to conform with the
monetary policy of the central banks of the countries con-
cerned. The Bank for International Settlements is to
afford the central bank of a country in which it plans to
operate an opportunity to dissent from its proposal. Dis-
approval will prevent the operation taking place, and ap-
proval may be accompanied by a statement of conditions.
General arrangements may be effected for the operation of
the bank in a given country. A central bank is not en-
titled to object to the withdrawal of funds from its market
if it did not object to their introduction. As central banks
are represented on the board of the bank, there is every
possibility of the bank’s operations being coordinated with
those of the national institutions.

A somewhat different situation exists respecting the
Federal Reserve System of the United States. On May 16,
1929, three weeks before the Report of the Committee of
Experts was signed, the Secretary of State announced that
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the United States Government would not “permit” offi-
cials of the Federal Reserve System to serve or select
persons to serve in the bank. The Government, however,
did not attempt to prohibit the bank from operating in
the country. Notice of any proposed action will be given
to all central banking systems and may be proceeded with
unless objection is made. Neither approval nor disap-
proval will be given. An objection is interpreted as not
involving participation in operations -f the bank, and a
failure to object is not supposed to be equivalent to an
assent. ]

The functions of the bank respecting reparation will
themselves require a wide variety of the operations normal
to any banking institution. The statutes of the bank care-
fully limit its operations to the international financial field
and indicate that its normal activities in any country will
be supplementary rather than duplicative of the national
banking organization, including the central banks. It may
deal “with banks, bankers, corporations or individuals of
any country, provided that the central bank of that country
does not object.” Its gold operations include buying and
selling for its own account or for that of central banks,
holding gold under earmark or in custody for central banks,
Gold, bills of exchange and other securities may form the
basis of advances to or borrowings from central banl_(s. .It
may deal with currently marketable paper of prime liquid-
ity, including short-term Government paper for discount,
rediscount, purchase or sale. It may buy and sell exchange
and negotiable securities (not shares for the account of
itself or central banks). It may discount bills from the
portfolios of central banks and rediscount t'hose from its
own portfolio with them. It may maintain current or
deposit accounts with central banks and accept _such ac-
counts from them or it may accept deposits resulting from
trust agreements between the bank and Governments. It
may act as correspondent of central banks, and they may
serve it in the same capacity. ]

The bank may make special agreements with central
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banks to facilitate the settlement of international trans-
actions between them either by the earmarking of gold or
by open accounts through which assets can be transferred
from one currency to another.

Functions prohibited to the bank are:

(a) Issuance of notes payable at sight to bearer (it is not
a bank of issue);

(b) Acceptance of bills of exchange;

(c) Making of advances to Governments;

{d) Opening of current accounts “in the name of Gov-
ernments’’;

(¢) Acquisition of a predominate interest in any business
concern; . ’

(f) Owning of real estate permanently beyond the re-
quirements of its own business.

One of the most interesting features of the bank is in the
provisions respecting reserve funds. By Art. 26 of the
statutes, “‘the bank shall be administered with particular
regard to maintaining its liquidity,” and its’assets shall be
‘“‘appropriate to the maturity and character of its liabil-
ities.” The Young Plan provided special gold reserve per-
centages for specified types of deposits.! The statutes pro-
vide for no gold reserve, but create two reserve funds. The
‘“legal reserve fund” is to amount to 109, of the paid-up
capital and is to be created from a percentage of the net
profits. A ‘“‘general reserve fund,” which is ‘““available for
meeting any losses incurred by the bank,” is to be created
by a sum subtracted at the fourth point in the distribution
of the net profits. This general reserve fund is stipulated
by the statutes to be built up to five times the paid-up cap-
ital and beyond that will be increased by a very minor per-
centage of the net profits. ’

TreE AnNUITY TRUST ACCOUNT

The principal deposit in the bank is the general deposit,
Annuity Trust Account, received in the bank's capacity as
trustee for the creditor Governments and the special man-

1 Annex I, Sec. X, text in note on p. 218, infra.
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agement of which is laid down in the trust agreement. It is
stipulated that the cooperation with the central banks con-
cerned, in connection with this Annuity Trust Account,
*“shall be the ordinary relationships obtaining between a
bank and its correspondent banks.” The German Gov-
ernment shall pay all sums applicable to the service of the
annuity into this account. Reichsmark payments “‘in
respect to the railway contribution shall be immediately
released to the German Government against equivalent
payment in foreign currencies” into the account. In other
words, it is the German Government’s responsibility to
find exchange for the unconditional part of the annuity.

Subject to the transfer postponement clause of the
Experts’ Plan and except as the bank may request Reichs-
mark payments, the German Government shall make all
its payments on account of the annuity in foreign curren-
cies, The bank may express its preferences for payment
in particular currencies, but in any case payments are to
correspond as nearly as possible to the currency require-
ments for meeting the shares of the creditors, including
German Reichsmark credits for deliveries in kind.

The bank will maintain a Reichsmark account at the
Reichsbank credited to the Annuity Trust Account, and it
will normally be employed to make payment for adminis-
trative expenses, payment for deliveries in kind and other
disbursements in Germany on annuity account.

The Annuity Trust Account will bear no interest. Pay-
ments into it are to be receipted for in the currencies ac-
tually paid, but credit shall be given in their Reichsrgmrk
equivalent. The bank's receipt giving credit in Reichs-
marks for payments into the account by the German Gov-
ernment *shall under normal operation of the Plan con-
stitute a complete and sufficient discharge of the obligations
of the German Government.” If, however, transfer post-
ponement is in effect, only the foreign exchange includgd
in the payments made shall be receipted for as a final dis-
charge.

The bank manages the Annuity Trust Account, expenses
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being a lien against the account.! A first monthly charge
against it is service of the Dawes loan; a second is the
nonpostponable part of the annuity; a third is payment for
deliveries in kind; a fourth the balance of the annuity, and
the remainder is distributed to the several creditors under
the provisions of the Plan. Payment of quotas is made in
cash by crediting the accounts of the central banks in the
Bank for International Settlements with the amount paid,
notifying both the central banks and the creditor Govern-
ments of the credit thus created for the latter and obtaining
the Governments’ receipts therefor. The bank as trustee
will manage the service of any bonds representing com-
mercialized and mobilized shares in the annuity. Bonds
required for the purpose are charged against the account
of the creditor countries according to their respective in-
terests in the issued bonds. The bank as agent will attend
to the details of mobilizing any parts of the annuities upon
request of the creditor Governments. In this connection,
it will cooperate with certral banks. o

The bank may act as trustee under trust agreements or
under special agreements. Arts. 22 and 24 of the statutes
authorize it to ‘“enter into agreements to act as trustees
or agent in connection with international settlements, with-
out encroachment on the obligations of the bank toward
third parties.”” It has been generally assumed that this
provision will cover.most of the ‘‘out-payments” referred
to in the Plan. '

DIRECTORATE AND MANAGEMENT

The board of directors may consist of 25 members during
the continuance of Germany’s liability to pay reparation
annuities, and always shall consist of 23 members. The
directorate is composed as follows:

1. The governors, or their substitute nominees of like
nationality, of the central banks of Belgium, France, Ger-
many, Great Britain, Italy, Japan and the United States,
known as ex officio directors. In case one of these countries

1 Trust Agreement, Art XVIII. The normal charge for management is one-tenth
of 1%.
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has no central bank, or if such bank is either unable or
unwilling to act, the board shall nominate an appropriate
financial institution to designate candidates for election.!
The Yokohama Specie Bank acts for Japan and J. P. Morgan
& Co. with the First National Banks of New York and
Chicago for the United States.

2. Seven persons “representative of finance, industry and
commerce” of the same nationality as and appointed by
each of the former group.

3. Nine persons elected from lists submitted by the
governors of the central banks of Bulgaria, Czechoslovakia,
Greece, Hungary, Poland, Portugal, Rumania and Yugo-
slavia — being countries interested in reparation —and by
the governors of the central banks of the Netherlands,
Sweden and Switzerland,? all of which have subscribed to
the bank’s capital “at the time of its incorporation.” The
candidates are to be representatives of finance and of in-
dustry or commerce in equal numbers. The election of the
nine persons from these lists is by a two-thirds majority for
three-year terms.

4. “During continuance of the liability of Germany to
pay reparation annuities two persons of French and German
nationality respectively, representative of industry or com-
merce, appointed by the governors of the Bank of France
and of the Reichsbank respectively, if they so desire.”

Aside from governors of central banks, no official of a
Government is entitled to be a director, and directors must
reside in a place from which it is possible to attend meet-
ings of the bank regularly.

The board represents the bank in its dealings with third

1 The Secretary of State of the United States on May 16, 1929, stated that: *This
Government does not desire to have any American official, directly or indirectly,
3 in the collection of G ion th h the agency of this bank or
otherwise.” Consequently, *it will not permit [sic] any officials of the.Federal Re-
serve S either to th lves serve or to select American representatives ag mem-
bers of the proposed intemational bank.”

So long ::nt,hn attitude is taken, the American members of the Board will be ap-
pointed by the governors of the other institutions referred to, the ban'k statutes stip-
ulating that they are to be “not objected to by the bank of that
country,” ¢.¢., the Federal Reserve Sy The banki . e actinglin
lien of the Federal Reserve System shall be from **any bank or banking house of widely
recognised standing.* -

The central banks mentioned are the first to participate in a group limited to 11
in number, .
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parties and has the exclusive right of entering into engage-
ments on its behalf. These rights may be delegated to
members of the board or of the permanent staff. The
general manager, who is chief of the operating staff, is
responsible to the president and is appointed by the board
on his proposal. Officers of the rank of heads of depart-
ments are appointed by the board on recommendation made
by the president after consultation with the general man-
ager, who appoints the remainder of the staff.

The board determines the departmental organization.
It may appoint advisory committees, who may be selected
from persons not connected with the bank. The board
must convene the Special Advisory Committee provided
for by Part 8 (¢) of the Young Plan so long as the Plan
remains in force, upon receipt of notice from the German
Government of its declaration of a postponement of transfer.

The financial year of the bank begins on April 1, the first
financial period ending March 31, 1931. Provision is made
for publishing an annual. report, profit and loss accounts
and balance sheets and for auditing.

DiSTRIBUTION OF PROFITS

The distribution of the net profits is set forth in the
statutes in detail and shows an intimate connection with
the payment of reparation. The distribution for the first
year, turned into percentages of the net profits, will be
allocated as follows:

a. 5% to the legal reserve;

b. 159, (6% of paid-up capital) to cumulative dividends;

¢. 15%, or a maximum of 169, to provide a noncumu-
lative 6%, additional share dividend;

d. 32.5%, (50%, of the remaining net profits!) to the gen-
eral reserve fund;

1 This allocation is to continue until the general reserve fund equals the paid-up
capital. Thereafter, 40% of the net profits at this point are to be applied to make
the general reserve fund double the paid-up capital. Following that, 30%, then
20%, and next 10% will be successively applied to make the general reserve fund
equal five times the paid-up capital. Thereafter the general reserve fund shall be

increased by 5% of the net profits available at this point of distribution. The per-
centages shall be reapplied to restore the position in case of losses or increase of paid-u

cage :
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e. The remaining 32.5%, is to be paid into two special
funds which are to be employed as follows:

i. 75% of this remainder (24.375%, of the total) is to be
distributed annually to such Governments or central
banks of the creditor countries or of Germany as have
maintained time deposits of a size determined by the
bank’s directors, withdrawable in not less than five years.

- This provision may prove to be important in the future

handling of reparation payments. It may afford creditor
Governments an option of leaving their annuities on
deposit in the bank, and it will facilitate Germany's
ability to collect funds against the payment of future
annuities, if that should prove feasible.

ii. The remaining 259, of e (8.125%, of the total net
profits) is “to be used to aid Germany in paying the
last 22 annuities” provided the German Government
makes a long-term deposit of a minimum sum of 400,
000,000 Reichsmarks. This fund, the amount and con-
tribution to which may be proportionately reduced, shall
carry compound interest at the maximum current rate
of the bank. If the original fund, increased by profits
and interest, should not be required by Germany for out-
payments in the last 22 years, the excess will be dis-
tributed among the creditor Governments. By the con-
current memorandum on out-payments of June 7, 1929,
any remission of war debt during the first 37 years will
serve to increase this fund. In that period three-twelfths
of any net relief will be paid by the creditors into Fhe
bank for accumulation to assist Germany toward meeting
the final 22 years’ payments. In the last 22 years any
sum gained from the remission of out-payments is to
be handled in accordance with the concurrent memo-

randum.

Disputes arising between the bank and any central ban'k
or other financial institution shall be referred to the Tri-
bunal of Interpretation established under the London
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agreement of August 30, 1924,! as reconstituted by the agree-
ment of January 20, 1930 (Art. XV). This tribunal was es-
tablished to interpret the Dawes Plan with regard to dis-
putes between the Reparation Commission and the German
Government. If the disputants fail to define the question
or one of them should fail to appear, the statutes of the
bank give the Interpretation Tribunal jurisdiction over de-
fining the question and authority to render an award in
default. In all other disputes the bank may proceed or be
proceeded against in any court of competent jurisdiction.

Amendments to the statutes, with certain exceptions,
are to be proposed by a two-thirds majority of the board
and adopted by an absolute majority. However, amend-
ments relating to the seat, objects, reparation functions,
capital, share ownership, operation in countries, relation of
central banks to national operations, prohibited functions,
composition of the board, general meetings, distribution of
profits, settlement of disputes, and to amending the statute
must be adopted by a two-thirds majority of the board,
approved by a majority of the general meeting, and en-
acted in a law supplementary to the bank’s charter.

INSTRUMENT OF INTERNATIONAL COOPERATION

It can readily be perceived from this summary that the
bank would not exist were it not for its relation to the
handling of reparation. On.the other hand, its functions
are banking functions, though few, if any, of these will not
be exercised in the development of its duties respecting
reparation. The statutes do not in words make the dis-
tinction which was made in the report between essential
or obligatory functions and the auxiliary or permissive
functions, which evolve more indirectly from the character
of the annuities.

Before the World War, the cooperation which took place
‘between the central banks of the different countries was
left solely to private initiative. In the days of postwar

1 Reparation, Part VI, p. 250.
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financial chaos, the necessity for such action became vividly
apparent, and the Genoa conference in 1922 recommended
a meeting of banks of issue,! but the suggestion for various
reasons was never acted upon. In recent years considerable
cooperation has been achieved, largely through the leader-
ship of several outstanding personalities. There has been
a growing consciousness that such cooperation should not
in the long run be dependent upon individual initiative or
upon chance, but should be organized. Just what tasks
are to be accomplished through the cooperation afforded
by the existence of the Bank for International Settlements
in the next decade or two no one can predict. If the central
banks desire, some international transactions can well be
cleared through an international agency, and in this way
gold movements could be lessened. Whatever definite
developments may take place, it seems clear that inter-
national financial machinery available for any emergency
that may arise and for the gradual development of methods
of international cooperation will be found useful.
1 Resolution 3 of the F ial Committee proposed developing *‘continuous coop-
eration among cenml banks of issue or banks regulzung credit policy in the several
ries'’ 00 as to * id opponunmu of cnordmaung their pollcy, without ham-
pering the freed ol the 1 banks.” Resol 9 d an international
convention “to centralize and coordinate the demand for gold.” (Papers relating to

International Ecomomic Conference, Geneve, April-May, 1922, p. 60, 61.  British
Parliamentary Papers, Cmd. 1667.)
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V. COMMERCIALIZATION AND MOBILIZATION

When the system of reparation was first developed in
Part VIII of the treaty of Versailles, the debt was to be
represented by several series of bonds, all of which were to
carry an amortization charge. Annex II, 12, (d) of that
part of the treaty contemplates that the German evidences
of indebtedness might be ‘‘disposed of outright, not by way
of pledge, to persons other than the several Governments
in whose favor Germany’s original reparation indebtedness
was created.” In this event, the German indebtedness
toward the creditor state is extinguished, “and the obliga-
tion of Germany in respect of such bonds shall be confined
to her liabilities to the holders of the bonds, as expressed
upon their face.”

This possibility proved very attractive to the French
mind. The French people are great investors in Govern-
ment securities, and the French Government has never
lost sight of the advantage of reducing the national in-
debtedness by selling German reparation bonds to the
French investor, using the proceeds to retire national debt,
or of exchanging reparation bonds for the national rentes.
Though no other country is so much interested in this possi-
bility, all those concerned recognized that such treatment
of reparation would represent a final evidence of its
transformation into an exclusively economic transaction.

The Committee of Experts, having provided machinery
in the Bank for International Settlements “for the re-
moval of the reparation obligation from the political to the
financial sphere,” continued with a study of the procedure
‘ necessary in order to assimilate this obligation as closely
as possible to an ordinary commercial obligation ! (‘com-
mercialization').”” This is provided for in what the Experts
call mobilization,! that is, the use of its reparation credit

1 The terms “‘commercialization” and *mobilization” are used by the Committee

of Experts in the European sense and are fully explained by them in the Report, pars.
148 and 149, The terms refer to two stages of the process. *‘Commercialization"
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by a state to raise money by the issue to the public of
bond'l representing the capitalization of the unconditional
annuity.

It was no part of the functions of the Committee of
Experts to determine the time when such issues should be
placed on markets, nor was it one of their functions to
determine in what form bonds should be issued. There
are three possible forms:

(1) An issue in the interest of all or several creditor
Governments in several money markets;

(2) An issue by one Government on several markets;

(3) An internal issue by one Government on its own
market with a view to converting its own Government
debt.

The Committee of Experts regarded it as the province
of the Bank for International Settlements to advise upon
such matters and itself lays down a framework within
which the first and third forms of issue might take place
(Annex III), which is elaborated technically in Art. XII of
the Trust Agreement. No provision is made for the sec-
ond possibility.

Some of this framework is essential to the Plan as a
whole in any case. Germany is to deliver to the Bank for
International Settlements, as trustee of the creditor states,
a certificate of indebtedness representative of the annuities
fixed by the Plan. Attached to the certificate are coupons
representing each annuity. Each of the coupons is in two
parts. The first part represents the nonpostponable por-
tion of the annuity and corresponds ‘‘to the portion of
Germany’s indebtedness which is mobilizable; " the second
part of each coupon represents the postponable portion of
the annuity, which is not contemplated as mobilizable.
Aside from the postponement feature, both parts of the
coupons enjoy equal rights, except that the nonpostpon-
able coupon enjoys priority of payment.

refers to the forming of the inter tal debt into a technical fqrm'oox:
responding to ordinary bond issues placed on international markets. **Mobilization’
refers to the raising of money by issuing to the public bonds representing the capitali~
zation of the * ialized " ion of the ion annuity.

19071
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The Bank for International Settlements, as trustee for
the creditors, decides whether mobilization is opportune.
It is to do this on the request of creditor Governments.
The bank, having determined that “mobilization” is oppor-
tune, may require the German Government to create issu-
able bonds representing the capitalization of any part of
the nonpostponable portion of the annuity.! If, however,
a Government desires to undertake conversion operations
of its own debt by an internal issue of German bonds, the
bank is obliged to accede to its request, and Germany also
is obliged to issue the bonds required. The bonds issued
are to be the obligation of the German Reich, serviced by
the nonpostponable portion of the annuity, and guaranteed
by the general revenues of the Reich. They “constitute a
final, absolute and unconditional international obligation
in the ordinary financial sense of the word.” 2

Collateral guaranties are provided, the positive one of
which is the certificate of liability to be deposited with the
Bank for International Settlements by the German Rail-
way Company and which covers the tax to which it is to be
subjected.? .

A second collateral guaranty is a negative pledge in the
form of the assignment of customs and ‘certain consump-
tion tax revenues of the Reich for the service of the in-
debtedness payable from the Reich budget and of nego-
tiable bonds issued in exchange for them. The German
Government agrees that the assigned revenues shall amount
to “1509%, of the highest budgetary contribution payable
by Germany" under the Plan* (that is, 3,643,200,000
Reichsmarks) and that it will not pledge them for any
other loan or credit without the consent of the bank. If
the total yield should fall below that percentage, the bank
may require the assignment of additional revenues to re-
store the yield to the stipulated proportion.

1 The authority of the bank to act as agent for such operations is exclusive (Trust
Agreement, Art. XII),

* Annex I1I, V, par. 137,
# Trust Agreement, Art. 11, C, and Plan, Annex III, III, par. 128.
4 This is reached in the fiscal year 1965-66.
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Bonds issued against the nonpostponable annuity may
have their value expressed in several currencies or in a
single currency with the stipulation that the principal of
any bond issued in a particular market shall be payable
only in its currency at the equivalent of the gold value. A
specification of the currency is to be made by the Bank for
International Settlements, taking into account the desires
of the issuing bankers. After 10 years, it will be possible
to issue bonds payable in different currencies at the option
of the bearer, so that there is a prospect for the future of
the issuance of a form of international bond.

The bank will inform creditor Governments when, in its
opinion, the issue of bonds is practicable and will fix the
minimum price of issue. The Governments may issue their
share of bonds in their own countries, or they may transfer
their quotas to bankers in other countries, or refuse to allow
their quota to be created. The minimum conditions fixed
by the bank shall apply in all cases. In the case of con-
version bonds, which a creditor Government may issue at
its own discretion on its own market, no minimum price
is to be fixed, and the Government will receive whatever
price it can.!

All these bonds enjoy a genuine priority in that they are
based upon the mobilizable portion of the annuity, which
is not subject to postponement. As a consequence, the
annuity coupons representing it are completely paid before
moneys to meet the mobilizable portions of the coupons
can be transferred.? The payment of the coupons is made
to the bank in foreign currencies by the Reich on its own
responsibility. Bonds can be created against the non-
mobilizable portion of the annuity coupons, even for in-
ternal issue by a creditor, only with the consent of the
German Government.

As indicated above, France has been anxious to mobilize
its reparation debt. Emile Moreau and Jean Parmentier,
the French experts, in their report to the premier of June 13

t Formal details in Trust Agreement, Art. XIL.
9 Trust Agreement, Art. IV, (c).
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said: “The entire effort of the French experts was cen-
tered on the recognition of our right to mobilize the part
of the annuity which exceeds the amount of our external
payments and on the practical means of arranging for it.”
The French experts in their report state that of the average
annuity coming to France, 1,046,500,000 Reichsmarks, the
part absorbed by the external debts will attain an average
of 626,500,000 Reichsmarks, leaving a net balance of
422,000,000 Reichsmarks to meet reparation proper. This
balance, payable for 37 years at 5349, plus amortization,
is given a present value of 6,945,000,000 Reichsmarks, or
about 42,000,000,000 francs. Restoration of the devas-
tated regions has cost France 102,000,000,000 francs. The
provisions for mobilization in the Plan will apply to the
net balance of 420,000,000 Reichsmarks. ‘‘Thanks to the
mobilizable provision,” say the experts, *‘the amortiza-
tion of the debt contracted by France, in lieu of and in the
place of Germany, will be accelerated, and we shall find
ourselves profiting from a true priority in favor of our
material reparations.” The French experts contemplate
that a total sum of 500,000,000 Reichsmarks may be used
for this purpose. The transformation of a German political
debt toward the French state into,a commercial debt
toward the holders of bonds “will be facilitated by our
recognized ability to proceed to the issuance on our own
market of German bonds in exchange for French rentes or
treasury notes, the cancellation ‘of which will thereby be
assured.” !

Roughly speaking, 500,000,000 Reichsmarks will service
a total of nearly 7,750,000,000 Reichsmarks loan capital at
514%, interest and 19} sinking fund. That would relieve
France of carrying a debt burden of about 45,000,000,000
francs.

The Hague conference decided ® upon a first mobiliza-
tion amounting to $300,000,000 (1,260,000,000 Reichs-

1A complete English translation of the report of the French experts is printed in
European Economic and Political Survey, IV, p. 587.

3 Final Protocol, Annex VII,
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marks) net, of which one-third will go to Germany for
productive postal and railroad purposes. The division of
the $200,000,000 (840,000,000 Reichsmarks) against the
nonpostponable portion of the annuity was not allocated
among the creditors at The Hague.

The arrangement to this effect contemplates the emission
of the issue before October 1, 1930, before which the Ger-
man Government will issue no long-term external loan. If
issuance of the mobilizable loan is delayed, Germany will
refrain from entering the market up to March 31, 1931,
The mobilizable loan may be participated in by Germans
and shall be arranged by the Bank for International Settle-
ments and serviced by it.

An adjustment was required regarding the match mo-
nopoly loan contract for $125,000,000 signed on October 26,
1929, with the Swedish Match Company of Stockholm and
Kreuger & Toll of Amsterdam. Arrangements with these
concerns described in the agreement were to the effect that
the above declaration did not apply to this loan which,
however, would not be offered for public subscription before
June 30, 1933. Moreover, it ‘“may not involve any dis-
crimination to the detriment of the unconditional annu-
ities.” '

[o11]



VI. LIQUIDATION OF THE PAST

The Young Committee of Experts found a considerable
body of unliquidated problems still existing in the repara-
tion system. The committee recommended the *clearing
up of these questions in a broad spirit of mutual conces-
sion.” They defined the closing of the financial questions
raised by the war and the subsequent treaty of peace as
‘“a liquidation which alone can assure the definite return
of Europe to normal financial and economic conditions.”

The committee recognized that the final decisions on
these questions lay with the Governments, but was able to
point out that in several respects the Plan, which was to
be regarded ‘““as an indivisible whole,” necessarily involved
this liquidation, which was not to affect the annuities of
the Plan.? .

Perhaps the most important of the past questions is the
closing of pre-Dawes accounts. In this connection, it
should be understood thaf, until the payment of the first
Dawes annuity began on September 1, 1924, all payments
by Germany and receipts by the creditors were unilateral
book entries at the office of -the Reparation Commission
and were to a large extent in dispute. The system orig-
inally contemplated was that German bonds should be
canceled by German payments. The bonds provided for
in Part VIII, Annex II, par. 12, of the treaty of Versailles
were never formally issued. Substituted for them as a
representation of Germany’s debt were the A, B and C
bonds of the Schedule of Payments of May 5, 1921.

The Reparation Commission as of November 30, 1925,
recognized payments by Germany in the period before the
Dawes Plan entered into effect of 8,821,657,000 gold marks
as follows:

Gold marks
Value of ceded properties . . . . . 2,553,905,000
Years 1920 and 1921 . . . . . . 3,970,835,000
Year 1922 . . . . . . . . 1,402,686,000
Rubhr period, January 11, 1923—-August 31, 1924 . . 894,231,000

1 Report, Annex VII, par. 193.
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On December 18, 1925, the Reparation Commission
determined the accounts of the Ruhr period in accordance
with Art. 12 of the agreement signed at Paris January 14,
1925, and the figure for that period in the above list may
be regarded as representing a closed account. The other
amounts contained many provisional items, several im-
portant categories of which were disputed by Germany.
In 1921 and 1922 Germany gave details as to these claims,
which have since been in abeyance. In some instances
wide discrepancies existed: German public property in
ceded territories, which was given a value of 2,553,905,000
gold marks by the Reparation Commission, was claimed by
Germany to be valued at 6,500,000,000. The Germans
claimed on May 1, 1921, a credit of 11,700,000,000 marks
for property liquidated abroad. The Reparation Com-
mission gave no credit under this heading, one reason being
that the creditors had not reported to it concerning the
value of the properties in question. Included in this prop-
erty abroad is the value of the privately owned submarine
cables, which have neither been divided nor appraised with
a view to granting an appropriate credit to Germany.?
Among the outstanding accounts are those represented by
the holdings of German nationals in foreign countries and
present mandated territories. The titles to these property
holdings reverted to the victors, and the German Govern-
ment was under obligation to reimburse its nationals. As
the properties were disposed of, it fell to the benefiting
Governments to enter the amount received to the credit of
Germany. Meantime, Germany had made compensation
to its nationals in fulfilment of their claims for this form of
expropriation only respecting the smaller amounts.? There
were inevitable discrepancies to be adjusted in the accounts
as a result of this disconnected procedure.

1 Reparation, Part VI, p. 285.
? The United States claima an interest in them.
8 Claims not ding 5,000 Reich ks were paid in full; thoge above that

amount were compensated o;n a scale from 50 to 2% % of their value in'inverae r_alio
to their size, Austria and Hungary issued serial bonds in full compensation of claims.
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PRE-DAWES AcCCOUNTs OBSOLETE

The Committee of Experts understand that their pro-
posal “will render obsolete the accounts between the
Reparation Commission and Germany relating to trans-
actions prior to the period of the Dawes Plan, together with
all accounts involving credits against its original capital
debt.” They thus contemplated an obliteration of the
complicated and disputed claims which have been slightly
indicated above. The experts believed that the definite
character of their plan requires such action. Recognizing
that the decision was solely up to the Governments, *they
consider that the creditor Governments are fully entitled
to expect that Germany should waive [its unsettled claims]
in consideration of the consolidation of the creditors’ claims
at a reduced figure.” The creditors tacitly acquiesced in
this recommendation, thus avoiding consideration of mat-
ters which would have been embarrassing. -

The understanding of the committee that its settlement
would render *‘obsolete . . . all accounts involving credits
against the original capital debt’ forecast the final dis-
appearance of the A, B and C bonds of the 1921 Schedule
of Payments, at least so far as Germany is concerned. It
was originally contemplated that those bonds should be
canceled by German payments. No such cancellations took
place, and the published records .show but one effort to
operate those bond issues. A condensed statement of
December 31, 1922, shows 120,000 gold marks of Series A
bonds subtracted from the debt ‘“due to be amortized as
at May 1, 1922.” The amortization was not effected and,
as a consequence, no retirement of bonds was ever made,
and apparently no serious consideration was given to the
application of Dawes annuity receipts to their service.
Series A bonds were issued to the Reparation Commission
on July 1, 1921, and Series B bonds on November 1, 1921,
with intérest and amortization coupons attached. They
remained intact. Series C bonds of a nominal value of

1 Stalement of Germany's Obligations, Reparation Commission, IV, p. 21.
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82,000,000,000 gold marks were delivered to the Repara-
tion Commission on November 1, 1921,. without coupons
attached.! When all accounts for the pre-Dawes period
were closed by being called obsolete and the certificate of
indebtedness provided for in Annex III of the new Plan was
turned over to the Bank for International Settlements, these
three series of bonds became simply historical mementos.
One phase of the liquidation called forth no comment from
the Committee of Experts. By Art. 296 of the treaty of
Versailles, outstanding pecuniary obligations between
German nationals and those of the opposing states were to
be settled through clearing offices set up by the interested
countries. By Art. 297, detailed provisions were made for
the adjudication of questions of private property, rights
and interests, the liquidation of which was to be made
through the clearing offices or submitted to mixed arbitral
tribunals. The magnitude of these claims was great, but
their settlement had progressed to such a point that the
Committee of Experts did not see that the final winding
up of the system required any particular recommenda-
tions, Under Art. 296, the allied claims notified numbered
more than 450,000, of which over 368,000 had been dis-
posed of by March 31, 1928; while German claims num-
bered over 680,000, of which more than 530,000 had been
disposed of.* Under Art. 297, about the same proportion

t By i interallied charges inst the C bonds on German,
Austrian and Hungarian i were indi d. The experts did not
insist on disturbing such but the credi ded the d oppor-

tunity to revert to past practices.

3 On October 1, 1928, only 459 British claims were outstanding out of an original
total of 101,555 worth £76,225,153, and 739 German claims out of a total of 266,151
worth £63,104,363. The other claims were Belgian, French, Greek, Italian and Siamese,

On the same date under Art. 248 of the treaty of St. Germain-en-Laye there were
148 British claims against Austria ding out of an original total of 16,721 worth
£14,219,562, and 56 Austrian claims against the British Empire out of 10,553 warth
£3,558,851. ‘The bulk of claims under the article were, however, not British,

On the same date under Art. 231 of the treaty of Trianon 362 British claims were
outstanding against Hungary out of an original total of 12,558 worth £6,947,788, and
38 Hungarian claims against the British Empire out of a total ol l003 worth £355,936,
The bulk of the claims under the article were, however, not British. .

Debt claims under Art. 176 of the treaty of Neuilly sur Seine by or against Bulgaria
were originally emall in and concerned Bulgaria's nearer neighbors for the
moet part. .

For later details see Ninth Annual Repors of the Controller of the Clearing Ofice . . .
(London, H. M. Stationery Office, 1930).
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of settlement maintained.! Both the clearing offices and the
mixed arbitral tribunals were so close to the exhaustion of
their work that the experts did not need to provide for
discontinuance of payments.

Any adjustment of accounts between debtor and creditor
involved in their winding up was included in the consolida-
tion of the claims contemplated by the Committee of
Experts.

Di1ssOLUTION OF JOINT LIABILITY

The Committee of Experts made an important pro-
nouncement in stating that “the acceptance of this plan
necessarily involves the dissolution of the joint liability of
Germany on the one side with Austria, Hungary and Bul-
garia on the other side for reparation.” By the treaties of
peace with Germany, Austria and Hungary, each of them
accepts the responsibility of itself and its allies ‘‘for causing
all the loss and damage to which the Allied and Associated
Governments and their nationals have been subjected as a
consequence of the war.” Bulgaria recognized that *she
ought to make complete reparation” for the “losses and
sacrifices of all kinds” which she had caused “by joining
in the war of aggression which Germany and Austria-
Hungary waged against the Allied and Associated Powers.”

The joint liability thus created by the four treaties at-

10On October 1, 1928, under Art. 297 of the treaty of Versailles a total of 380,892
British and German claims for £205,008,847 had been dealt with by the Clearing
Office and only 255 for £4,256,529 were outstanding. The British-German Mixed
Arbitral Tribunal had pending 1,198 cases, and had disposed of 1,535 cases in the
previous year. Conditions respecting Belgium and France under the article were
comparable. Siamese amounts were closed, but Greece and Italy made no report.

On the same date under Art. 249 of the treaty of St. Germain-en-Laye 27,413 Aus-
trian and British claims for £25,972,411 had been handled and 23 were outstanding.
The Anglo-Austrian Mixed Arbitral Tribunal had 21 cases pending. The Austrian
situation toward other states was less satisfactory.

On the same date under Art. 232 of the treaty of Trianon 13,219 British and Hun-~
garian claims for £7,775,153 had been deait with and only two were outstanding.
The Austro-Hungarian Mixed Arbitral Tribunal had 77 cases pending. The Hungarian
situation toward other states was less satisfactory.

On the same date under Art. 177 of the treaty of Neuilly sur Seine all British-Hun~
garian claime were disposed of. The Hungarian situation toward other states respect-
ing claims under Art. 177 was, however, more complicated and less advanced.

Decisions of some 50 tribunals are printed in Recueil des décisions des Tribunoux
Arbitraux mixtes, I- (Paris, 1922- ).
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tracted practically no public attention in the development
of the reparation problem.

Art. 121 of the treaty of Neuilly sur Seine fixed the sum
to be paid by Bulgaria at 2,250,000,000 gold francs to be
amortized in 37 years from January 1, 1921. By a pro-
tocol of March 21, 1923,! a schedule of payments of
550,000,000 gold francs at 5%, interest ? extending over a
period of 60 years was signed. On March 28, 1923, another
protocol settled Bulgarian occupation costs at 25,000,000
gold francs, payable in 10 years with interest at 59.%

In connection with Austrian reconstruction, the Repara-
tion Commission in February, 1923, excepted Austrian
public revenues and receipts from all reparation charges
for a period of 20 years in favor of the Austrian reconstruc-
tion and relief credit indebtedness. On February 21, 1924,
the Reparation Commission ¢ excepted specified Hungarian
revenues from reparation liability and laid down a schedule
of semiannual payments on reparation account amounting
to 200,000,000 gold crowns until December 31, 1943.
Austro-Hungarian and Austrian and Hungarian prewar
secured debts were identified ® by the Reparation Com-
mission as amounting to about 3,500,000,000 prewar?
crowns and the Austrian and Hungarian unsecured debts
to about 14,500,000,000 paper crowns. These debts are
distributable among the succession states and, as a con-

1 Great Britain Tyeaty Series No. 1, 1925, Cmd. 2303.

8* Instalment ‘B’ ghall constitute the remainder of the debt,” and was not to be
claimed before April 1, 1953, without interest.

$ Great Britain Treaty Series No. 2, 1925, Cmd. 2304.

¢ A recommendation on relief charges to the same effect was accepted by the Gov-
ernments concerned, The Financial Reconsiruciion of Ausiria. Gemeral Survey and
Principal Documents, p. 151-152 (League of Nations, C. 568. M. 232. 1926. 1.

8 The Financiol Reconsiruction of Hungary. General Sursey and Principal Documents,
9. 197 (League of Nations, C. 583. M. 221. 1926. 11. 54).

¢ Reparation Commission, Official Documents, VII and XIII. The distribution
was regulated by the Innsbruck protocol of June 29, 1923. See v.he_ treaty of St. Ger-
main-en-Laye, Arts. 41, 52, 58, 61, 203 and 208 and the treaty of Trianon, Arts. 44, 47,
52, 186 and 191.

 The Austro-Hungarian prewar or gold crown was worth 20.26 centa, or 4.94 to the
llar,
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sequence, Czechoslovakia, Poland, Rumania, Yugoslavia
and Italy are due to assume considerable portions of them.!

By Art. 11 of an agreement between the finance ministers
of the allied states signed at Paris March 11, 1922, the
Reparation Commission was to fix the reparation debts of
Austria and Hungary at not less than the total value of the
properties transferred by them ‘“under the treaties of
St. Germain and Trianon plus six milliards of gold marks.
On the creation of Series C bonds of the 1921 Schedule of
Payments, bonds to the amount fixed were to be allocated
to these debts.? As the matter then stood, bonds issued by
Germany were to be allocated for payment by the other
debtor states.

The Committee of Experts recommended — or rather
stated — that its plan *necessarily involves the dissolu-
tion’" of this joint liability. They added that it *therefore
finally abolishes every obligation present or future in either
direction which may result between these powers from this
joint liability.”” The dissolution of the joint liability was
arranged for as a continuation of work already done re-
specting those minor reparation debts by the Reparation
Commission. _

The Committee on Liquidation of the Past?® advised
leniency toward Austria. The conference at The Hague in
January maintained the moratorium running until 1943 and
annulled the reparation lien on Austrian property and

1 The following were the quotas calculated by the Reparation Commission in

January, 1925 (Oficial Documents, V11, p. 18, 19):
Austrian Hungarian

Debt Debt

(Per Cent) (Per Cent)
Austria . . . . . . . . . 36.827 1.716
Czechoslovakia . . . . . . . . 41.700 17.384
Hungary . . . . . . . . . - 49.629
Italy . . . . . . . . B . 4,087 .812
Poland » . . . . . . . . 13.733 -
Rumania . . . . . . . . . 1.610 23.659
Yugoslavia . . . . . . . . 2.043 6.800

2 Reparation, Part 1, p. 19, 20.

8 The Committee on Liquidation of the Past - was inted by the president of the
Hague Conference and met at Paris, S 16-Ni ber 22, 1929, and con-
aisted of representatives of Germany, Belglum. Bntlsh Empxre, France, Greece, Italy,
Japan, Poland, Portugal, R ia and Czech
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revenues. The effect was to “‘free Austria of all financial
obligations resulting from the treaties of peace.” Adminis-
trative debts and special credits against the country were
abrogated. Subsequent arrangements, including the re-
construction loan and the agreements with the United
States postponing the payment of obligations, maintain
their validity.

The Bulgarian figure was fixed by the Committee on
Liquidation of the Past, appointed by the president of the
Hague conference, at 15,000,000 gold francs payable an-
nually for 37 years. On the announcement of this figure
in Sofia about November 19, public demonstrations of
protest occurred. As a consequence, a diplomatic offer of
annuities of 12,500,000 gold francs was made, the Bul-
garian Government holding at the time that the national
capacity to pay did not exceed 10,000,000. The settlement
at The Hague in January arranged a schedule of 5,000,000
gold francs payable before April 1, 1930, 10,000,000 gold
francs annuities from April 1, 1930, to March 31, 1940, of
11,500,000 from 1940-1950 and of 12,515,238 from 1950~
1966. Annuities are payable half-yearly on March 31 and
September 30. The total is 420,243,000 gold francs.

The Bulgarian payments are distributed as follows:
Payment of 5,000,000 gold francs on April 1, 1930, and
current undistributed assets, to Greece; payments, 1930~
43, Greece, 76.73%; Rumania, 13%; Yugoslavia, 5%;
Czechoslovakia, 1%; under Spa agreement, 4.27%. Pro-
vision for distribution of payments 1944-66 is not spe-
cifically made by the arrangement of January 20, 1930,
between the creditors.! In addition, 110,000,000 lei to
Rumania for property liquidation, paid in 1930.

Hungarian indebtedness created a complicated argument.
Hungary claimed that property ceded by it amounted to
12,000,000,000 pengds,? while other estimates were only
one-third of that sum. Hungary also held that the alloca-
tion of 45.7% of the Austro-Hungarian prewar debt to the

1 Artg, 111, IV, Agresments, p. 171.
2 The peng® is 17.49 cents, 5.72 to the dollar.
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country was unfair, in view of the fact that it received only
289%, of the territory and 36%, of the population of the
former monarchy. The attempted settlement was for a
considerable time stalled on account of the introduction
of the question of the Hungarian optants in Transylvania.
This complicated Hungarian-Rumanian question had been
pending before the League of Nations for several years,
having been referred to its Council after a decision of the
Mixed Arbitral Tribunal established under the treaty of
Trianon was contested. Hungary opposed its being con-
sidered in connection with the reparation settlement.
Hungary also defended its rights under Art. 250 of the
treaty of Trianon, which had the effect of securing to the
country restitution of property, rights and interests seized
by Rumania in its post armistice invasion, and preventing
the retention or liquidation of private Hungarian property
in ceded territory.!

The settlement of Hungarian reparation was the last
problem to be solved at the second session of the Hague
conference. The Reparation Commission schedule of
February 21, 1924, was maintained. By this Hungary
pays 200,000,000 gold crowns from January 1, 1924, to
December 31, 1943, the payment for the calendar year
1930 being 7,000,000 gold crowns and'the annuity rising
to 14,000,000 in the last two years. From 1944 to 1966
a constant annuity of 13,500,000 gold crowns will be paid
for claims other than reparation. Hungarian payments in
liquidation of the war are, therefore, fixed at:

Gold Crowns

Reparation, 1924-1943 . 200,000,000
Payments, 1944-1966 (13 500 000 gold crowns for 22

years) . . . . 297,000,000

The settlement of claims arising out of the cessions of
territory by Hungary to the succession states was effected
by an agreement responding to the desire of all interested
parties for conciliation and peace. Hungary, Czechoslo-
vakia, Rumania and Yugoslavia all recorded that they

ll{eﬁuuim. Part I, p. 18.
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maintained their legal points of view respecting Art. 250.
But by employing arbitration and by creating two funds
they found means to effect a complete settlement.

The Mixed Arbitral Tribunals suspend their activities
for six months to allow an opportunity for direct settle-
ment of claims. After that period, outstanding cases under
Art. 250 of the treaty of Trianon will be heard by the three
judges of the tribunals reinforced by two neutral judges
nominated by the Permanent Court of International Jus-
tice, to which such cases can be appealed. The latter
provision had been a Hungarian contention in connection
with the case of the optants in Transylvania from the
beginning of that dispute. This scheme covers all ques-
tions of Hungarian optants under the agrarian reform
programs of the succession states.

The claims of Hungarian nationals against the creditor
countries are liquidated by special funds made up from a
variety of sources. Fund A is devoted to the agrarian
claims and will amount to 219,500,000 gold crowns built
up from contributions by states and persons benefiting from
the reallocations of land settled under it. Through 1943,
Belgium, France, Great Britain, Italy, Japan and Portugal
contribute toward the capital up to an annual total of
3,600,000! gold crowns. The French, Italian and British
contributions will bear a ratio of 40-40-20 to each other.
Contributions by Czechoslovakia, Rumania and Yugo-
slavia to the fund are absolute, and the French, British and
Italian quotas will be proportionately reduced in case there
is a surplus. For the 23 years (1944-66) Czechoslovakia,
Rumania and Yugoslavia contribute 6,100,000 gold crowns.
All awards will be against the fund rather than any state.
The managing committee will consist of four appointees
of Hungary and three of the Financial Committee of the
League of Nations. ]

Fund B provides for the settlement of the nonagrarian
claims, the properties of the Hapsburg family, the church
foundations, organizations, industrial and commercial

2 But see final text of April 28, 1930, L'Exrope nowsdle, May 3, 1930, p. 700 at 703.
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companies, etc. Its capital is to be 100,000,000 gold crowns,
drawn primarily from contributions by the succession ! and
other states benefiting by the allocations of property. If
the contributions are inadequate, a total amount of
7,400,000 gold crowns from the annuities payable by
Hungary from 1944-66 may be used to complete it. It
will be administered by a committee appointed by France,
Great Britain, Italy, Czechoslovakia, Rumania and Yugo-
slavia. For the 13 years (1931-43) Great Britain, France
and Italy contribute 3,000,000 gold crowns on a 20-40-40
ratio.

The Hungarian payments up to 1943 are distributable
as follows: Current assets to June 30, 1930, to Yugoslavia;
payments, July 1, 1930, to December 31, 1943, Greece,
76.73%; Rumania, 13%,; Yugoslavia, 2%; Czechoslo-
vakia, 19%,; under Spa agreement, 7.27%.% From 1944
to 1966, there is allocated 7,400,000 gold crowns of the
Hungarian payments to Fund B. The remainder is also
devoted to special claims; during these 23 years Czecho-
slovakia, Rumania and Yugoslavia pay an equivalent
amount, 6,100,000 gold crowns, into the Agrarian Fund.?

The handling of the liberation' debt of Czechoslovakia
and the other succession states has been distributed on the
basis of balance between debtor and creditor. Funds were
payable by the succession states into the account of the
allies and distributed as reparation among the principal
allied and the succession states. The state property taken
over was distributed as to one-half among Belgium, France,
Great Britain, Italy and Japan in the proportion of the
Spa percentages. The other half was distributable in the
following percentages: Italy, 60%; Greece, 25%; Ru-
mania, 20%; Yugoslavia, 15%,. The state properties
involved were very much reduced in the final accounts.
The following table shows their estimated values on being
taken over and the payments due from the recipients: ‘

1 The succession states are those which received territory of the former Austro-

Hungarian monarchy. They are Czechoslovakia, Italy, Poland, Rumama and Yugo~
slavia, but Poland has been very little “’ d by the p

t Agreements, . 171,
2 ]bid., p. 168, 163, 161.
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Original Value Due to Funds

Czechoslovakia | 3,889,000,000 gold crowns || 750,000,000 gold crowns

Poland . . 3,143,000:000 gold crowns || 225,495,000 gold francs
Rumania . .1 1,053,000,000 gold crowns {| 235,140,000 gold francs
Yugoslavia . | 1,890,000,000 gold crowns || 148,045,000 gold francs
Italy . 838,000,000 gold crowns || 59,252,000 gold francs
10,813,000,000 - -

Art. 58 of the treaty of peace with Austria and Art. 52
of that with Hungary provide that “‘the proportion and
nature of the financial obligations of the former Austrian
Empire (and Hungary) which the Czechoslovak State will
have to assume on account of the territory placed under
its sovereignty will be determined in accordance with”’ the
financial clauses (Arts. 203 and 186 of the respective
treaties). This so-called *liberation debt” was due to
Austria and Hungary or to their creditors. It was the
subject of an agreement at The Hague which fixed it in
annuities of 10,000,000 Reichsmarks for 37 years. This
includes definite settlement of obligations toward France
and Italy, and seals the transfer of some 4,000,000,000
prewar crowns, worth of state property. Czechoslovakia,
however, is awarded 1% of the receipts from Bulgarian
and Hungarian reparation. .

The Czechoslovak annual payment for 36 years is dis-
tributed as follows:?!

Gold Marks
France . . . . . . . . 3,187,854
Great Britain . . R . . . . 1,384,519
Italy . . . . . . . . 3,146,632
Belgium . . . . . . . . 418,816
Japan . . . . . . . . 51920
Portugal . . . . . . . . 51,920
Greece . . . . . . . . 1,758,339

t Agreements, p. 170.
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The other indebtedness of similar character due from
Italy, Poland, Rumania and Yugoslavia established by the
treaties of peace and the agreements of September 10 and
December 6, 1929, was in the end fairly small on balance.
The amounts are accounted for in the British-Italian ad-
justment of August and the Hungarian funds as estab-
lished in January.

UNLIQUIDATED PROPERTY

When the treaty of Versailles was made, the victors
were interested in depriving Germany of any rights and
interests which it or its nationals had acquired in Russia,
China, Turkey, Austria, Hungary and Bulgaria. As a
consequence, Art. 260 of the treaty of Versailles required
the transfer of all properties situated in those countries
to the Reparation Commission. Any liquidation of such
properties not concluded was stopped on the recommenda-
tion of the Committee of Experts. In continuation of the
same policy, Germany undertook by Art. 261 of the treaty
to transfer to the Allied and Associated Powers any claims
which it might have to the payment or repayment by the
Governments of Austria, Hungary, Bulgaria or Turkey,
with all of which the Berlin Government had been during
the war in close financial relations. The Committee of
Experts recommended the discontinuance of those claims.
The creditor states abstain from recovering any such
credits from Germany and Germany renounces any net
balance which might be due. ’ ,

The experts recommended that the Governments, on
accepting the report, make no further use “of their right
to seize, retain and liquidate property rights and interests
of German nationals or companies controlled by them.”
As a considerable amount of such property had been
liquidated, put into liquid form, or finally disposed of, the
experts recommended that all outstanding questions of

1See p. 64.

[924]



LIQUIDATION OF THE PAST 125

that type “should be definitely cleared up within one year
after the coming into force of this plan.”

This recommendation was carried out by a series of
conventions with Germany which are enumerated in the
final act. These include:!

Australia — Convention, The Hague, January 17, 1930;

Belgium — Convention on Belgian marks, Brussels,
July 13, 1929;

Belgium — Convention, Brussels, July 13, 1929;

Canada — Convention, The Hague, January 14, 1930;

France — Convention, Paris, December 31, 1929;

Great Britain — Convention, London, December 28, 1929;

New Zealand — Convention, The Hague, January 17,
1930;

Poland — Convention, Warsaw, October 31, 1929,

By the convention of July 13, 1929, the Belgian Gov-
ernment renounced its right to make use from that date of
Arts. 121 and 297(b) of the treaty of Versailles to seize,
retain or liquidate the property, rights and interests of
German nationals, companies or organizations, whether
German or controlled by Germans, situated in Belgium,
the Kongo, or territory under administration by mandate,
in so far as they had not already been dealt with. Assets
or credits in process of liquidation of several specified types
were not affected, but all other properties in the possession
of the Belgian Government were to be restored to the
proper persons, together with all accruals thereto from
June 7, 1929. Detailed arrangements for various types of
property are set forth, and all disputes as to credits are
settled by the Belgo-German Mixed Arbitral Tribunal.
Differences as to the interpretation or application of the
agreement are to be settled by a tribunal composed of a
national of each party and a president ch9sen by both
parties. The agreement enters into force simultaneously
with the Young Plan.

The Polish-German agreement of October 31, 1929, can-
celed all counter claims to the liquidation of properties.

1Texts in Eniwiirfe su den Geseisen, filnfter Teil
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Negotiations were begun to abolish the German-Polish
Mixed Arbitral Tribunal, which had been trying such
cases. Future cases involving nationality will be left to
the Council of the League of Nations. The Polish Gov-
ernment will not make use of its right to purchase farms
belonging to German colonists and passing to other owners
by inheritance in the first and second degrees, unless the
heirs are condemned criminals. About 12,000 properties
are affected. The suspension of liquidation ran from Sep-
tember 1, 1929.

This Warsaw agreement disposed of claims complicated
in their nature, of several sorts and involving considerable
value. According to the German summary? about 54,500
hectares of land were liquidated under Art. 92, par. 4, of
the treaty of Versailles. Claims which ceased to be a
subject of dispute were given as of the following values:
Of German nationals against Poland 538,700,000 Reichs-
marks; of Polish nationals of German origin- 60,000,000
Reichsmarks; of Polish private cases pending against
Germany 830,000,000 Reichsmarks; of lands in possession,
claims to which were renounced by Poland, 50,000,000
to 60,000,000 Reichsmarks as to country lands and 5,000,000
to 10,000,000 as to city properties. The right of transfer
to “colony lands” affected values of 250,000,000 Reichs-
marks. . :

The British chancellor of the exchequer informed the
German ambassador on November 11, 1929, that he could
not entertain the claim of Germany for the unconditional
return to it of all German private property confiscated
during the war and remaining unliquidated. A draft
agreement laying down a procedure for the liquidation
of such property had been prepared as a result of conver-
sations between British and German experts at the Board
of Trade, and the chancellor suggested that it was Ger-
many's interest to accept that plan to prevent resumption
of liquidation. Mr. Snowden rejected absolutely Ger-
many’s claim of payment of all surpluses resulting from

1 Entwilrfe su den Geselsen, fnfter Teil, p. 95.
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the liquidation of private property after the covering of
British private losses in Germany on the ground that the
decision of the Arbitral Tribunal of Interpretation of
May 29, 1928, had decided that question.! The conven-
tion of December 28 established the status guo respecting
liquidation. The document ? is the most detailed of the
liquidation settlements and provides different treatment
for several categories of cases. The conventions of the
dominions follow somewhat the same principles.

On December 31, 1929, the French foreign minister and
the German ambassador at Paris signed an agreement
providing for halting the liquidation of German properties
in France and in Morocco, where German mineralogical
concerns, especially the Mannesmann Brothers, were par-
ticularly active before the war. By the agreement, German
properties in Morocco are to be retroceded within six
months to holders agreeable to the Moroccan Government.
After the lapse of that period, the Moroccan Government
will exercise a right of preemption.

No complete figures have been computed as to the value
of claims relinquished by this series of liquidation conven=
tions. The French account has been closed. The value
of German properties liquidated in France, Alsace-Lor-
raine and Morocco from 1920 to January 31, 1930, under
Arts. 296 and 297 of the treaty of Versailles amounted to
3,575,377,564 francs. Of this total, 35,544,220 francs had
not been paid out to French nationals.* About 20,000,000
Reichsmarks on the German side was returnable to the
French.

British claims relinquished were said to be of some
£50,000,000 (1,000,000,000 Reichsmarks) as against 40,-
000,000 Reichsmarks relinquished by Germany. German
estimates of relinquishments to some other countries were:
Belgium, 20,000,000, Canada, 6,500,000, Austria, 5,500,000
and New Zealand 370,000 Reichsmarks.*

1 London Times, November 15, 1929, p. 14; November 28, p. 8.
3 Published as Cmd. 3486.

% Le Temps, Economique et Financier, April 7, 1930, p. 1.

¢ Eniwhirfe su den Gesetsen, funfter Tell, p, 90,
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The Belgian, French, German, British and Italian ex-
perts signed on June 7, 1929, a concurrent memorandum
regarding ‘‘out-payments.” It is specifically stated that
this memorandum is “not a part of the report’” of the
Committee of Experts. Nevertheless, it has a- profound
effect upon the entire problem of inter-governmental in-
debtedness, the central feature of which is dealt with in
the report. The Belgian, French, German, British, Italian,
Japanese and American experts provided in their report
for payments by Germany extending over a period of 59
years, divided into two periods. The first period extends
from September 1, 1929, through 36 years and seven months
of German fiscal years to March 31, 1966. The second
period extends through 22 German fiscal years from April 1,
1966, to March 31, 1988. Reparation payments proper
are included in the first period. Provision is made through
the Bank for International Settlements for aiding these
payments of the last 22 years by a form of annuitizing a
capital deposit. It is consequently probable that the pay-
ments by Germany in the last 22 years will.be paid from
a combination of capital income, the special German quota
of the bank’s profits and a contribution from the German
budget, which remains constantly responsible for the total
of all annuities. Conventions signed at The Hague on
January 20, 1930, enact these proposals.

These arrangements were made to meet the insistence of
the principal creditor states of Germany that they must
receive from Germany a sum sufficient to meet their own
inter-governmental indebtedness, which is to say their in-
debtedness to the United States Government. This in-
sistence and Germany's acquiescence thereto accounted
for the inclusion in the New Plan of the payments due from
Germany in the second period. The American experts
neither signed nor participated in the drafting of the con-
current memorandum regarding ““out-payments.”
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This memorandum represents conclusions of policy re-
specting inter-governmental indebtedness arising from the
Great War, which had been discussed over many years.
There was an original disposition on the part of some of the
victors to pool the indebtedness arising out of the war.
Representatives of the United States at the Paris Peace
Conference declined to discuss such a proposal. At one
time it was extensively debated whether it was possible to
simplify the total indebtedness by direct arrangements
between the eventual debtor and the eventual creditor,
under guaranty of the intermediate debtors.

In 1921 the Treasury Department of the United States
submitted a draft bill to Congress providing ‘“‘that the
Secretary of the Treasury, with the approval of the Presi-
dent, is hereby authorized from time to time to refund or
convert and to extend the time of payment of the principal
or interest, or both, of any obligation of any foreign Gov-
ernment . . . , arising out of the European War, into bonds
or other obligations of such, or any other, foreign Govern-
ment. . . .” ! Respecting this proposal Secretary Mellon
in hearings before the Senate Committee on Finance stated
on June 29, 1921: “It was considered desirable to be pre-
pared for any contingency. You can imagine where a
country may be weak in its resources and that country may
have, say, German bonds or bonds of some other country.
It may add to the security if those bonds can be accepted,
and they naturally will be accepted, with the indorsement
or guaranty of the country having the primary obligation:"

That proposal was rejected by the Congress, which, in
the act creating the World War Foreign Debt Commission
approved February 9, 1922, provided:

Section 3. That this act shall not be construed to authon:ize
the exchange of bonds or other obligations of any foreign nation
for those of any other foreign government, or cancellation of any
part of such indebtedness except through payment thereof.

18, 2135, 67th Cong., lat sess.
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The British Government was at the same time the
largest debtor to the United States and the largest creditor
outside of the United States Government. On August 1,
1922, the British Secretary of State for Foreign Affairs sent
a note — commonly known as the ‘' Balfour note’”’ — to the
French, Italian, Yugoslav, Rumanian, Portuguese and
Greek Governments in which he discussed the conditions
of international indebtedness.! He stated that an aggre-
gate of about £3,400,000,000 was owing to Great Britain,
£1,450,000,000 from Germany, £650,000,000 from Russia,
and £1,300,000,000 was due from its allies. Great Britain
in turn owed the United States a principal sum of about
£850,000,000. The American Government had then “re-
quired this country to pay the interest accrued since
1919 on the Anglo-American debt, to convert it from an
unfunded debt, and to pay it by a sinking fund in 25 years.”
This was *‘but one of a connected series of transactions, in
which this country apptars sometimes as debtor, some-
times as creditor, and if our undoubted obligations as a
debtor are to be enforced, our not less undoubted rights as
a creditor can not be left wholly in abeyance.” Creditor
Great Britain consequently called upon its debtors to make
arrangements for settlement, and added:

The policy favored by His Majesty’s Government is . . . that
of surrendering their share of German reparation and writing
off through one great transaction the whole body of interallied
indebtedness. But, if this be found impossible of accomplish-
ment, we wish it to be understood that we do not in any event
desire to make a profit out of any less satisfactory arrangement.
In no circumstances do we propose to ask more from our debtors
than is necessary to pay to our creditors. And, while we do not
intend to ask for more, all will admit that we can hardly be content
with less.

Between 1922 and 1926 the United States World War
Foreign Debt Commission made settlements with its
creditors, none of which was within the terms of the act

1 British and Foreign State Papers, 116, p. 198; also Miscellaneous No. 7 (1922),
Cmd. 1737,
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of February 9, 1922, and all of which consequently required
Congressional approval by separate revisionary acts of
Congress. The original act had provided for a “minimum
rate of interest of 41{%" and refunding within 25 years.
None of the actual settlements averaged interest above
3.306%, and all provided for complete refunding of the
principal ! over a period of 62 years.

In the course of negotiations for the refunding of the
debts to the United States, several proposals were made to
introduce a “‘safeguard clause” by which it was to be
understood that the debtor was to be accorded considera-
tion in case its receipts from Germany on reparation ac-
count failed. Such a clause was constantly rejected by the
commission.?

The attitude of the United States, to keep the indebted-
ness involved wholly a transaction between original debtor
and original creditor, was further evidenced in the funding

1 Together with d i to date of the italized additionally

2 The acceptance by France of the debt agreement with the United States occurred
more than three years after the signing of the document and after an extensive na-
tional debate inside and ide of the parli The vote on July 20, 1929, in
the Chamber was 304 to 292 in favor of a naked authorization of ratification by the
President of France in proceedings in which the cabinet continuouely made a favor-
able vote a question of confidence in the Government. The Finance Commission
of the Chamber was opposed to naked ratification and, though its proposal was de-
feated, its text the itional ideas and is, therefore, quoted:

“Under reserve of the present state of international settlements and under the
express reservation that in any case France shall be called upon to devote to the
payments provided for in the agr juded at Waghi April 29, 1926,
only those amounts which it shall itself receive by virtue of the said settiements,
the President of the Republic is authorized to ratify the agreement concluded at
Washington, April 29, 1926, between the Government of the United States of America
and the Government of the French Republic for the lidation and

ment in 62 annuities of the debts contracted by France toward the United States of
America.”
However, before the rejection of the C ission's p 1, the Chamber had

adopted by 282 votes to 274 a resolution reading as follows:

*The Chamber, being now faced with the problem of the ratification of the agree-
ments of Washington and London, and on the eve of the day when _the‘Govern.ment
ia to take part in the labors of the I ional Conf renews ita sen-
timents toward the nations who fought side by side with France in the World War
and,

*“Considering that France can not, without the gravest disturbance of her national
economy, find the meane necessary for the fulfilment of the agreements of April 29
and July 12, 1926, unless the German obligations to her are regularly discharged,

*Declares that the charges imposed on the country by the said agreements ought
to be covered exclusively by such sums as Germany paye to France, apart from those
paid for reparation.”

The Senate, 242 to 30, app! d ratification on July 26.
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of the Belgian debt. Belgium’s indebtedness to the United
States consisted of two separate sums. The United States
had advanced money to the Belgian Government in con-
nection with its conduct of the war and had also loaned it
money for national purposes after the armistice. The
President of the United States and representatives of the
Allies had formally agreed at the Peace Conference that
the Belgian prearmistice debt was to be made an obliga-
tion of the German Government.! The American share of
that debt was $170,780,000. In the negotiations Belgium
argued that that portion of its debt should be collected
direct from Germany. The United States declined to
accept this argument, but did agree that the principal
amount should be repaid without the addition of interest.
The agreement to this effect was made on August 18, 1925.
On the previous January 14, the United States, together
with all the other creditors of Germany on reparation
account, had signed at Paris a financial agreement regard-
ing the distribution of the Dawes annuities by which a
portion of each annuity was set aside for reimbursement of
the Belgian war debt. Of this annual sum France was to
receive 469, direct, Great Britain 429, ‘‘and Belgium (by
reason of her debt to the United States of America) 129,.”
Belgian budget receipts under this head are used to offset
the Belgian prearmistice indebtedness to the United States.

France and Great Britain have followed the lead of the .
United States in the refunding of inter-governmental in-
debtedness due to the war. Altogether, the three coun-
tries as creditors have debt settlements on the war account
totalling 16, as follows: 2

1 Art. 232 of the treaty of Versailles. On June 16, 1919, the American, British and
French chief delegates agreed to recommend to theu' Governments acceptance of
German reparation bonds in lieu of Belgi The Presid 80 recom-
mended to Congress on February 22, 1921,

2 The agreements are:

United States — Belgium, August 18, 1925; France, April 29, 1926; Great Britain,
June 18, 1923; Greece, January 18, 1928; Italy, November 14, 1925; Rumania,
December 4, 1925; Yugoslavia, May 3, 1926,

France — Greece, January 20, 1930; Rumania, January 17, 1930; Yugoslavia,
January 20, 1930,

Great Britain — France, July 12, 1926; Greece, April 9, 1927; Italy, January 27,

1926; Portugal, December 31, 1926; R October 19, 1925; Yugoslavia, August
9, 1927,
[932]
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United States
Great Britain
France

WO~

All recipients of reparation, with the exceptions of Japan
and the United States, are debtors on the war account and
are looking to German reparation payments to meet those
obligations.

Until the discussions taking place in the Committee of
Experts occurred, no authentic expression of German
opinion regarding that country’s willingness to appear as
the eventual debtor in all of these transactions had been
given. The concurrent memorandum of June 7, by reason
of its acceptance by the German experts, placed Germany
in the same position as all of the interested countries, with
the exception of the United States.

The concurrent memorandum identifies for each year of
the 59 years of payments under the plan the annual amount
which the recipients will require to meet their govern-
mental indebtednesses. The proportion of the German
payments devoted to this end represent the major part of
the receipts, 779, of the total from 1929 to 1986. During
the first period of the plan the amounts are:

YEAR Total Out-Payments

5. 1,804.3 1,136.4
10. 1,995.3 1,352.5
15. 2,194.3 1,451.5
. . . . . . 2,210.0 1,467.1
25 . e 2,353.3 1,498.1
. . . ... 2,393.8 1,538.6
. ... ) . 2,402.6 1,547.4
7 2 ; 2,428.8 1,573.7

By the concurrent memorandum, the Belgian, French,
German, British and Italian experts agree “that, in the
event of modifications of those obligations for out-pay-
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ments, by which the creditors benefit, there should be some
corresponding mitigation of the German annuities.” In
effect, this puts into operation as between them the prin-
ciple enunciated in the Balfour note of 1922,

The principles of the arrangements by which Germany
will benefit are set forth in detail. In general, Germany
will receive two-thirds of the net relief available by way
of reduction during the first period of 37 years, one-third
being allocated to the creditor. So long as Germany's
liability “persists’ for the period after March 31, 1966,
8!/,9% of the net relief retained by the creditor is to be paid
into the Bank for International Settlements. Such sums
will accumulate in the bank to assist Germany toward
meeting her liabilities in respect of the period after March
31, 1966. After that date, all net relief shall be applied to
reduce Germany'’s liabilities.

The concurrent memorandum provides for conditions
which might exist in cagse the ‘“out-payments” were re-
duced to such an extent ‘“as to change materially the
proportions in which the total annuities provided for in
the present plan are divided '’ among the creditors. Should
such remission of debts occur as to bring that situation
about, the creditor Governments are to meet to consider
a revision tending toward restoration of the proportions
fixed by the plan. Such arrangements will be made with
a desire to accelerate the liquidation of reparation as well
as to reduce its burdens.

These provisions for interrelating inter-governmental
indebtedness resulting from the Great War, it will be
noticed, retain a considerable amount of the independent
action of the respective parties which- has been the out-
standing characteristic of the whole series of transactions.
The debtors were unable, in view of the refunding agree-
ments which they had made, to effect joint arrangements.
In this connection there was considered the possibility of
employing any remission of indebtedness to reduce the
postponable annuities called for in the plan, postponement
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to Germany running pari passu with postponement ac-
corded in respect to inter-governmental indebtedness.

The provisions of the concurrent memorandum were
enacted in an arrangement signed at the second session
of the Hague conference by Belgium, France, Great Britain
and Northern Ireland, Greece, Italy, Portugal, Rumania
and Yugoslavia.!

TBE BELGIAN MARKS SETTLEMENT

While the Germans occupied Belgium in the course of
the Great War, they controlled the Government of the
country. One exercise of this control was the issuance to
the public of a mark currency, which remained in circula-
tion for some time. After resumption of Belgian control
of the country and Government, the German marks were
withdrawn, and their value remained a charge on the
Belgian Government. The Brussels authorities had fre-
quently presented their claim under this head as a repara-
tion claim, but it had never been admitted as such. In
the interval since 1920 several unsuccessful efforts had
been made by the Belgian and German Governments to
reach an agreement upon the matter, which greatly in-
terested the Belgian people and, as a consequence, had
become a political factor with them. The Brussels Gov-
ernment was, therefore, insistent that a definitive settle-
ment of the reparation problem should provide for a satis-
faction of the Belgian mark claim.

None of the other interested Governments had admitted
that the claim fell within the treaty categories defined as
reparation, but the discussions preceding the call of the
committee had made it clear that they favored it§ con-
current settlement. The Committee of Experts (.ild not
accept the mark claim as an item to be included m.tpexr
settlement. On the other hand, Belgian public opinion,
which the Belgian experts necessarily reﬂected,_ made it
impossible for them to accept a report which did not at

1 See text of and dum, infra, p. 239.
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least constructively satisfy the demand of their people.
The Belgian experts were insistent that they would be
unable to sign a report that did not at least put the mark
claim on the definite way to settlement.

The problem was solved, so far as the Committee of
Experts was concerned, by undertakings between the
Belgian and German experts, whose exchanges of letters
were formally made an annex to the report of the whole
committee. In this Annex VI, the experts ‘‘recognize
that the New Plan can not become operative until the
Belgian and German Governments have come to an inter-
nationally binding agreement on the mark claim.” By
the letters attached, Dr. Schacht, the first German expert,
informed the chairman of the Committee of Experts that
the German Government was prepared immediately to
enter into ‘“‘negotiations on a new basis looking to a definite
settlement of the mark controversy”’ and to agree that the
negotiations should be concluded before the New Plan was
put into force. The German Government had appointed
its representative and emphasized that the proposal was
made in a conciliatory spirit and in an effort in good faith
to remove this impediment to friendly relations between
the two countries.

By Art. 34 of the treaty of Versailles, Germany re-
nounced its rights and titles over the territories known as
the circles of Eupen and Malmédy to Belgium, the cession
to be confirmed within six months by a plebiscite of which
the result was to be reported to the League of Nations.
The German Government in 1920 complained frequently
to the Council of the League concerning the methods by
which the plebiscite was conducted and filed a protest
against the confirmation by the Council of the plebiscitary
vote favorable to Belgium. In connection with the nego-
tiations respecting the Belgian mark claim, the Germans
had raised the question of an adjustment of that terri-
torial question in connection with the financial arrange-
ment. Dr. Schacht's letter of June 3 to Mr. Young made
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no mention of that possible phase of the negotiation.
On June 4, Herr Kastl, the second German expert, addressed
to Thomas W. Lamont, the American alternate expert, a
further note intended to assure the Belgians on this point.
In it Mr. Kastl quoted Dr. Ritter, who was appointed to
represent the German Foreign Office in the settlement, to
the effect that ‘“no territorial questions will be raised in
these negotiations.”

On the same day, Emile Francqui, the first Belgian
expert, informed the president of the committee that, in
view of the undertakings of these letters, the Belgian dele-
gation, which “has refused to sign the report before a
settlement of the mark question had been realized,” now
agreed to sign it “before the mark negotiations have been
terminated.”

The negotiations thus provided for were concluded by a
Belgo-German agreement signed at Brussels on July 13.
As contemplated by the Committee of Experts, it took the
form of annuities similar to those covered in the report and
also provided for the payments being administered in the
same way by the Bank for International Settlements.
The initial claim of the Belgians was 390,000,000 marks.
The agreement reached gave a present value of 320,000,000
marks.! The annuity payments are as follows:

1. September 1, 1929-March 31, 1930 . . . 16,200,000
2-4, April 1, 1930-March 31, 1933 . . . . 21,500,000
$-12, April 1, 1933-March 31, 1941 . . . . 26,000,000
13-20. April 1, 1941-March 31, 1949 . . . . 20,100,000
21-37. April 1, 1949-March 31, 1966 . . . . 9,300,000

The German engagement to pay is unconditional, but
the right to make payment by deliveries in kind is reserved.
Simultaneously with the signing of this agreement,
another was signed at Berlin between Belgium and Ger-
many providing for the restoration of sequestrat(.:d German
properties which had not been liquidated. This arrange-

1 Luxemburg, in which marks were also issued, benefits by the settlement to the
extent of Y80 of the total.
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ment was in fulfilment of the recommendation of the Com-
mittee of Experts in Part IX of their plan. It involved a
settlement of properties valued at about 400,000,000 Bel-
gian francs ($5,700,000).

As the Belgian mark payments by Germany are addi-
tional to the annuities of the New Plan, the entire schedule
is here given:?

1 L'Europe Nouvelle, August 3, 1929, p. 1075.

[938)



PAYMENT OF GOVERNMENT DEBTS 139

Sums 1o BE PAID BY GERMANY TO BELGIUM

nM_illLiom of Value in
ks Belgian Francs
September 1, 1929-March 31,

1930 . . . . . 16.2 138,769,200
1930-1931 . . . . 21.5 184,169,000
1931-1932 . . . 21.5 184,169,000
1932-1933 . . . 21.5 184,169,000
1933-1934 . . . 26.0 222,716,000
1934-1935 . . . 26.0 222,716,000
1935-1936 . . 26.0 222,716,000
1936-1937 R . . 26.0 222,716,000
1937-1938 . . . . 26.0 222,716,000
1938-1939 . . . 26.0 222,716,000
1939-1940 . . . 26.0 222,716,000
1940-1941 . . 26.0 222,716,000
1941~1942 . . 20.1 172,176,600
1942-1943 . . 20.1 172,176,600
1943-1944 . . 20.1 172,176,600
1944-1945 . . 20.1 172,176,600
1945-1946 . 20.1 172,176,600
1946-1947 . . 20.1 172,176,600
1947-1948 . . . . 20.1 172,176,600
1948-1949 . . . . 20.1 172,176,600
1949-1950 . . . . 9.3 79,663,800
1950-1951 . . . . 9.3 79,663,800
1951-1952 . . . . 9.3 79,663,800
1952-1953 . . . . 9.3 79,663,800
1953-1954 . . . . 9.3 79,663,800
1954-1955 . . . . 9.3 79,663,800
1955-1956 . . . . 9.3 79,663,800
1956-1957 . . . . 9.3 79,663,800
1957-1958 . . . . 9.3 79,663,800
1958-1959 . . . . 9.3 79,663,800
1959-1960 . . . . 9.3 79,663,800
1960-1961 . . . . 9.3 79,663,800
1961-1962 . . . . 2.3 79,663,800
1962-1963 . . . . 9.3 79,663,800
1963-1964 . . . . 9.3 79,663,800
1964-1965 . . . . 9.3 79,663,800
1965-1966 . . - . 2.3 79,663,800

607.6
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CONSPECTUS OF ALL REPARATION PAYMENTS

{Millions and decimals thereof)

GERMANY
(Reichsmarks) Bul- | Hun- | Czecho-
Aty | Vg, me AR
ear ARCH # Ol ichs-
Young | United | Bel-
Annuity | States | gium [|Francs)Crowns)| marl
1 1930 . . 676.9 65.9 16.2 5.0 7.0 10.0
2 1931 . . 1,641.6 66.3 21.5 10.0 8.0 10.0
3 1932 . . 1,618.9 66,1 21.5 10.0 9.0 10.0
4 1933 . . 1,672.1 66.1 21.8 10.0 10.0 10.0
5 1934 . . 1,744.9 59.4 26.0 10.0 11.0 10.0
6 1935 . . 1,807.5 59.4 26.0 10.0 12.0 10.0
7 1936 . 1,833.5 59.4 26.0 10.0 13.0 10.0
.8 1937 . . 1,880.3 59.4 26.0 10.0 13.0 10.0
9 1938 . . 1,919.8 57.2 26.0 10.0 13.0 10.0
10 1939 . . 1,938.1 57.2 26.0 10.0 13.0 10.0
11 1940 . . 1,983.4 59.4 | 26.0 10.0 13.0 10.0
12 1941 . . 2,096.1 59.4 1 26.0 11.5 13.0 10.0
13 1942 . . 2,114.6 66.1 20.1 11.5 14.0 10.0
14 1943 . . 2,131.9 66.1 20.1 11.5 14.0 10.0
15 1944 « . 2,128.2 66.1 20.1 11.5 13.5 10.0
16 1945 . . 2,141.4 66.1 20.1 11.5 13.5 10.0
17 1946 . . 2,137.7 66.1 20.1 11.5 13.5 10.0
18 1947 N . 2,133.4 66.1 20.1 11.5 13.5 10.0
19 1948 . . 2,149.1 66.1 20.1 11.5 13.5 10.0
20 1949 . . 2,143.9 66.1 20.1 11.5 13.5 10.0
21 1950 . . 2,240.7 76.1 9.3 11.5 13.5 10.0
22 1951 . . 2,283.1 76.1 9.3 12,51 13.5 10.0
23 1952 . . 2,267.1 76.1 9.3 12.5 13.5 10.0
24 1953 . N 2,270.% 76.1 9.3 12.5 13.5 10.0
25 1954 . . 2,277.2 76.1 9.3 12.5 13.5 10.0
26 1955 . .| 2,288.5 76.1 9.3 12.5 13.5 10.0
27 1956 . . 2,283.7 76.1 9.3 12.5 13.5 10.0
28 1957 . B 2,278.% 76.1 9.3 12.5 13.5 10.0
29 1958 . . 2,285.7 76.1 9.3 12.5 13.5 10.0
30 1959 . . 2,317.7 76.1 9.3 12.5 13.5 10.0
31 1960 . . 2,294.5 76.1 9.3 12.5 13.5 10.0
32 1961 . . 2,304.4 76.1 9.3 12.5 13.5 10.0
33 1962 . . 2,322.2 76.1 9.3 12.5 13.5 10.0
34 1963 . . 2,314.1 76.1 9.3 12.5 13.5 10.0
35 1964 . . 2,326.5 76.1 9.3 12.5 13.5 10.0
36 1965 . . 2,326.0 76.1 9.3 12.5 13.5 10.0
37 1966 . . 2,352, 76.1 9.3 12.5 13.5 10.0
Totals . .| 76,925.6 |2,557.7 | 607.6 || 420.2 | 473.5 | 370.0
Totals in dollars [$18,308.3 | $608.7 [$144.6 )| $80.9 | $95.8 | $88.06
1967-88 . .1 33,810.1
$8,046.8
1967-81 . . - 612.0
$145.6

Grand total in dollars, $27,519,248,000 )
115,238 francs additional in the annuities 1951-66 are included in the total,
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RECEIPTS ON ALL ACCOUNTS, 1930-36.

G — German payments in Reichsmarks ($0.238). H — Hungarian payments in gold crowns (30.2026).

B — Bulgarian payments in gold france ($0.19295). Hungarian receipts from Great Britain, France Ital
C — Czechoslovak payments in Reichsmarks ($0.238). are in gold crowns. " and v

Great Britain receives annuities of 16,650,000 Reichsmarks fmn; l:nl:dce. of 3,150,000 from Belgium and of 9,000,000 from Italy not
tabulated.

(000 omitted)
YEARS ENDING Mancu 31

1930 1931 1932 1933 193¢ 1933 19361
France . . G 418,800 |G 900,700 |G 838400 |G 879,800 |G 879,100 |G 941,800 |G 962,800
C 3188(C " 3188|C 388 |C 3188 |C 3188 |C 388 |[C 388
BritbhEmpire . . . .]G 53100|G 366800 |G 362000 |G 364500 |G 454800 |G 450,100 |G 444.900
C 1,384 { C 1,384 | C 1,38 | C 1384 |C 1,384 | C 1,384 |C 1384
Italy . . B . . |G 42500 |G 156000 |G 190,800 |G 196300 |G 192,400 |G 193,600 [G 195,200
c - 314651 C 3,46 1 C 3,146 | C 3,146 | C 146 |1 C 3,146 | C 3,146
Belgium?® . . . . G 86900 |G 119,700 |G 124,100 |G 126,800 (G 126,300 |G 128,800 |G 136,000
C 418 |C 48| C 418 i C 418 [ C 418 [C 418 (C 418
Greece . . . . ¢ - |6 3eolc emolc eswic 720]G 200G 7200
B LK B 7673 |B 7673 | B 1673 |B 7673 | B 7.673 | B 7,673
C 1,758 | C 1,758 { C 1,758 | C 1,758 {C 1,758 [ C 1,758 | C 1,758
H 6,138 |H 6,896 | H 7673 |H 8,440 |H 9,208 |H 9975 {H 9.978
Hungary . . . . . - |BR 600 |BR 600 |BR 1320 |BR 1320 |BR 1320 |BR 1320
- |F 1200 |F 1200 |F 2640 [F 2640 |F 2640 [F  2.640
: - |1 1200|T 12001 260 |I  2ed0 I 260 |I 2640
Rumania . . . . . - G 10000 |G 12000 |G 13000|G 13900 |G 14,700 |G 16,100
- B 1300 [ B 1,300 (B 1,300 | B 1,300 | B 1300 | B 1,300
H 1060 (H 1170 |H 1300 [H 1430 |H 1560 |H 165 |H 16950
Yugoslavia . . . . .1G 72100 |G 79400 |G 79300 |G 79400 |G 72400 (G 72500 (G 72600
- B 500 | B 500 { B 500 (B 500 | B 500 | B 500
H wo|H 40[H H s50|H ©c00|H 60|H 650

1 Payments other than German are the same until 1940.
3 German paymentas include the Young Plan and the mark settlement annuities as a total.
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APPENDIX

I. THE NEW PLAN

NoOTE. — In order to bring out the main features of the New Plan
and to consolidate them within the minimum space for the convenience
of the reader, extensive editorial compression has been resorted to.
All transitional documents have been omitted and identified with
relation to their final form. Permanent portions of transitional docu-
ments have been retained or assimilated to their pertinent texts by
full quotation in footnotes. The following pages in this way present
all general features of 250 pages of formal texts, to be found in:

Report of the Committee of Experts on Reparations. London,
His Majesty’s Stationery Office, 1929, 69 p. (Cmd. 3343).

International Agreement on the Evacuation of the Rhineland Terri-
tory, The Hague, August 30, 1929. London, His Majesty's Stationery
Office, 1929. 17 p. (Miscellaneous No. 7 (1929), Cmd. 3417).

Protocol with Annexes approved at the Plenary Session of The
Hague Conference, August 31, 1929. London, His Majesty’s Sta-
tionery Office, 1929, 11 p. (Miscellaneous No. 5 (1929), Cmd. 3392).

Agreements concluded at the Hague Conference, January, 1930.
London, His Majesty's Stationery Office, 1930. (Miscellaneous No. 4
(1930), Cmd. 3484.) Cited as Agreements.

Entwiirfe zu den Gesetzen iiber die Haager Konferenz und die
Sonder-und Liquidationsabkommen. Amtliche Ausgabe. [Berlin,
1929.) Cited as Entwiirfe su den Geselzen.

1. REPORT OF THE COMMITTEE OF EXPERTS,
JUNE 7, 19291

1. We transmit to the Governments which took part in the
Geneva decision and to the Reparation Commission our proposals
for a complete and final settlement of the reparation problem, in-
cluding the settlement of the obligations resulting from the existing
treaties and agreements between Germany and the creditor powers,
and we unanimously recommend the following plan to the Govern-
ments concerned.

1 Reprinted from British Parliamentary Paper Cmd. 3343, with paragraphs numbered
in accordance with the Reparation Commission print.
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1. Appointment, Terms of Reference and Constitution

1?. Thig _eommittee originated with the decision taken by the
Belgian, B:ntxsh, Fre-nch. German, Italian and Japanese Govern-
ments to intrust to independent experts the task of drawing up
proposals for a complete and final settlement of the reparation
problem. Twelve experts were to be chosen among the nationals of
countries which participated in this decision, and two among the
nationals of the United States of America. Each of the experts in-
vited was empowered to appoint an alternate.

93. The appointments of the invited experts as members of the
committee were made according to the following procedure:

94 The Belgian, British, French, Italian and Japanese experts
were appointed by the Reparation Commission upon the nomina-
tion of their respective Governments. )

g5. The German experts were appointed by the German Gov-
ernment. :

96. The experts being citizens of the United States of America
were appointed by the Reparation Commission conjointly with the
German Government.

7. The mandate of the committee of experts thus formed is set
forth in the following terms of reference:

98. “The Belgian, British, French, German, Italian and Jap-
anese Governments, in pursuance of the decision reached at Geneva
on September 16, 1928, whereby it was agreed to set up a committee
of independent financial experts, hereby intrust to the committee
the task of drawing up proposals for a complete and final settlement
of the reparation problem. These proposals shall include a settle-
ment of the obligations resulting from the existing treaties and
agreements between Germany and the creditor powers. The com-
mittee shall address its report to the Governments which took part
in the Geneva decision and also to the Reparation Commission.”

§9. The committee was constituted with the following mem-
bership:

Belgian experts: M. Emile Francqui, M. Camille Gutt — alter-
nates: Baron Terlinden, M. H. Fabri.

British experts: Sir Josiah Stamp, G. B. E.; Lord Revelstoke,
G. C. V. O.—alternates: Sir Charles Addis, K. C. M. G.; Sir
Basil Blackett, K.C.B., K. C. S. 1.

French experts: M. Emile Moreau, M. Jean Parmentier — alter-
nates: M. C. Moret, M. Edgar Allix.
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German experts: Dr. Hjalmar Schacht, Dr. A. Voegler — alter-
nates: Dr. C, Melchior, Herr. L. Kastl.

Italian experts: Dr. Alberto Pirelli, M. Fulvio Suvich — alter-
nates: M. Giuseppe Bianchini, M. Bruno Dolcetta.

Japanese experts: Kengo Mori, Takashi Aoki-— alternates:
Saburo Sonoda, Yasumune Matsui.

American experts: Owen D. Young, J. P. Morgan — alternates:
Thomas N. Perkins, T. W. Lamont.

§10. We have to record our deep sense of regret at the death of
Lord Revelstoke, which took place suddenly at an early hour on
Friday, April 19. By his untimely removal from our counsels we
suffered the loss of one whose unfailing tact and wisdom had gained
the affection and respect of all of us and contributed greatly to our
progress. In honor of his memory all meetings were suspended
until Tuesday, April 23. On April 20 the Reparation Commission
unanimously passed a resolution ‘“deploring the death of Lord
Revelstoke and instructing the general secretary to convey an ex-
pression of sympathy to the committee of experts on the loss of
their distinguished colleague.”

911. In a separate communication the Reparation Commission
advised the committee that they had: “Unanimously appointed,
on the nomination of His Britannic Majesty’s Government, Sir
Charles Addis, K. C. M. G,, to be a member of the experts’ com-
mittee in succession to the late Lord Revelstoke.”

§12. On May 23 the committee were advised that the German
Government had appointed Herr L. Kastl to be a member in the
place of Dr. Voegler, of whose resignation the committee had learned
with regret on the previous day.

2, Meetings of Committee

§13. The experts met for the first time informally at the Bank
of France on Saturday morning, February 9, to fix the date of the
first meeting of the committee and to discuss matters of organiza-
tion and procedure.

14. The first regular meeting of the committee was held on
Monday, February 11, at 2 o'clock in the afternoon, in the Hotel
George V. At this meeting Mr. Owen D. Young was unanimously
chosen chairman.

€15. The committee has been in continuous session over a
period of some 17 weeks. Subcommittees were set up as required
for the study of particular questions and met frequently in the in-
tervals between the plenary sessions. g
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3. Attitude of the Committee

916. The report of the Dawes Committee opened with the
following words:

917. “We have approached our task as business men anxious
to obtain effective results. We have been concerned with the
technical, and not the political, aspects of the problem presented to
us. We have recognized, indeed, that political considerations
necessarily set certain limits within which a solution must be
found if it is to have any chance of acceptance. To this extent,
and to this extent only, we have borne them in mind.”

918. It is in this spirit that the present committee have ad-
dressed themselves to the task of rounding off the work of their
predecessors which was advisedly left incomplete. By deter-
mining the number and amount of the annuities and by providing
for the conversion of the reparation debt from a political to a com-
mercial obligation, they have to the best of their ability tried to
perform the task committed to them of devising a scheme which
might fairly be accepted by all parties concerned.

§19. Throughout our deliberations and in our present pro-
posals we have endeavored to reach our conclusions on economic
and financial grounds. But we have realized, like our predecessors,
that political factors necessarily set certain limits within which a
solution had to be found if our proposals were to secure acceptance.
We had therefore to base our decisions not only on economic, but
also to some extent on political considerations. Many important
juridical questions are also involved, and while as financial experts
we are not specially qualified for going into details on them, their
broader aspects have been always in our minds. Indeed, it has
been clear to us that close attention to them would have made
our handling of the larger questions well-nigh impossible; but
the committee is satisfied that the scheme it recommends is within
its terms of reference.

920. The meeting of the present committee of experts marks
the first occasion on which representatives of all the six nations
chiefly concerned (together with American experts) have sat down
together to work out on a large scale the common problems of
reparations, and to cooperate in exploring the various means by
which Germany could be enabled to discharge her obligations.

721. The Dawes report made no attempt to establish the causes
leading up to the situation which its provisions sought to ameliorate.

[945]



146 WORLD PEACE FOUNDATION

In adhering to this precedent we have attempted to go further, and,
through the proposed creation of the machinery which we recom-
mend, to set up an institution whose direction from the start shall
be cooperative and international in character, whose members
shall engage themselves to banish the atmosphere of the war, to
obliterate its animosities, its partisanships, its tendencious phrases,
and to work together for a common end in a spirit of mutual interest
and good-will.

4. The Study of Germany’s Economic Conditions

922. During the course of its deliberations the committee have
given close consideration to the various aspects of Germany's
present economic position and future potentialities,! because of
their material relation to her capacity to discharge obligations to
foreign creditors.

923. The committee had among their number six members
of the Dawes committee of 1924, whose contact with this aspect
of the subject was obviously at that time close and responsible.
Further, the committee includes several who have been associated
with the practical working of the plan. These members have
naturally had an unusual and continuous interest in the course of
events unrolled during the past five years.

924. Furthermore, the periodical reports made by the Agent
General and trustees and commissioners upon the working of
the Dawes plan and the reports of the Reichsbank itself, have given
comprehensive reviews of Germany's position and development.
The body of knowledge so available and the public interest and
discussion it has stimulated have been of the greatest assistance
to the committee.

9125. Moreover, they have been specially assisted by the able
and lucid descriptions of the present economic condition of Ger-

1 Owen D. Young in his address at Berkeley, Calif., March 24, 1930, said:

“But I have great confidence in Germany's capacity to pay. True, she has not
a large supply of what the world calls bagic raw material. She has, in large measure,
however, a supply of that kind of raw material too little taken into account in the
world's affairs, namely a capacity for scientific research, and the ability to apply it
and organize it in production. It is not unlikely that in the years to come this par-
ticular kind of raw material with which Germany is well endowed, may be the reser-
voir out of which these vast sums will be produced and paid. If Germany does make
the payments out of such a reservoir, the rest of the world must be careful to avoid
the enervating effects resulting from the ipt of such pay . We should all

ber that the discipline of hard work and of heavy responsibility is likely to do
much for a people as well as for an individual. Let no man be sure; let no nation

be sure, merely because he is a creditor of some one else’s labor, that therefore he is
strong and will always remain so."
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many and the possibilities of German development which have
been made by the German experts, who were well fitted by their
respective positions in Germany to give, in combination, an im-
pressive review of the subject. The considerations put forward
by them in our numerous discussions and in answer to the questions
addressed to them have been a constant and powerful influence
in leading us to our conclusions.

926. The German experts have given the committee complete
information as to the demands for foreign capital made by German
economy during recent years and as to the items which in their
opinion counteracted this: External assets of Germany, recon-
stitution of the stocks and of the machinery of the country. The
productivity of capital thus invested has been discussed by the
committee, who have also considered the comparison between the
fiscal burdens and the burdens of public debt in Germany and
in other countries.

927. The German experts have also made statements before
the committee as to the present state of German industry and
agriculture, the general level of wages, the budgetary situation,
the balance of payments, the financial effect of compensation to
her nationals, the influence upon her trade of customs barriers
abroad, and the special situation of an industrial country such as
Germany, which has had to reconstitute her working capital, and
at the same time assume the burden of heavy international obli-
gations.

928. The German experts laid stress on the question of natural
resources available to Germany, whether within her borders or not,
and on Germany's capacity to pay as affected thereby.

929. These statements have been present in the consideration of
the experts and in a large measure their conclusions have been in-
fluenced by them.

930. Itisunnecessary for us to set out the various considerations
of an economic character which have led to our conclusions on the
capacity of Germany to transfer. We believe that in the scale of
annuities and the conditions recommended we have given proper
regard to the potentialities of all the economic conditions and finan-
cial forces normally and naturally involved. We believe further
that, in arranging for a part of the annuity to carry rights of post-
ponement and for impartial inquiry, we have prpvxded for‘ !:he
possibility of meeting any abnormal or spedial difficulty arising
which might seriously affect Germany's mpacit_y fora time, d.&‘P‘te
all that might be done by Germany’s good-will and ingenuity to
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meet such difficulty, without having recourse to an altogether
exceptional but nevertheless very valuable expedient.

931. As a substitute for the present system of transfer protec-

tion, with its semi-political controls, its derogation from Germany’s
initiative and its possible reactions upon credit, we are recommend-
ing a scheme of annuities appreciably smaller than the Dawes
-obligations and subject to new and elastic conditions, which are
described at length in the succeeding chapters of the present report.
As an internal burden to be borne by annual taxation the scheme
we propose is materially less; it is closely assimilated to commercial
and financial obligations; it carries with it welcome freedom from
interference and supervision and it is provided with adequate safe-
guards against any period so critical as to endanger Germany’s
economic life,

5. Course of the Proceedings

932. The committee addressed themselves at the outset to the
essential task before them, namely, to determine the number and
amount of the annuities to be paid by Germany; but they soon
found the amounts were to a considerable extent contingent upon
the machinery and form of payment and, therefore, that they were
not at that stage ready to reach a conclusion either as to the amount
of the annuities or the number of years during which they should
continue. Moreover, if Germany were to be given a definite task to
perform on her own responsibility, and if the committee were to.
substitute for many of the features of the Dawes plan machinery of a
nonpolitical character in the realm of general finance, it was clearly
necessary to elaborate a system for handling the annuities in a way
which so far as it led to their commercialization would remove
them from the sphere of inter-governmental relations. In the first
instance, some time was occupied by the committee in hearing the
statements from the German experts on German economic condi-
tions and the outlook for the future, so far as they affected Ger-
many's capacity to pay obligations in foreign currencies. It then
became known that the German group felt that the ability of Ger-
many to undertake a definite annuity obligation might vary
according to other provisions comprised in the committee’s recom-
mendations, and in particular according to whether the annuity
was entirely unconditional or whether some portion of it was payable
under arrangements for postponement in the event of financial and
exchange difficulties. The idea was also put forward that if such
. asituation arose, it was desirable for it to be immediately considered
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by an appropriate nonpolitical committee, acting in an advisory
capacity to the powers concerned and meeting unostentatiously
without waiting to be constituted by the lengthy process of diplo-
matic action. It was quickly realized that since the amount of the
burden which Germany could agree to accept was directly related to
such concomitant conditions, these conditions must be first explored.

933. At the same time, the possibility of accepting smaller
annuities than those fixed under the Dawes plan was admittedly
dependent upon the certitude and ease with which the creditors
could commercialize the obligations under nonpolitical conditions.

934, The arrangements that have been in force under the Dawes
scheme for liquidating a part of the annuity by means of deliveries
in kind required consideration from two points of view:

935. a. The substitution for the existing methods of a more
elastic machinery which, as the Dawes committee recommended,
should be nonpolitical;

936. b. The gradual termination of the system at the earliest
moment consistent with existing relationships and with the interests
of Germany, whose economic life has been during the past few years
gradually adapted to them, and who would feel herself prejudiced
in an economic sense by their too sudden termination.

937. The inquiries upon these subjects were found to be con-
verging upon one central point, viz., the nature of the authority
which should act as the chief medium for discharging the various
functions under a new plan.

938. In the exploration of the problem of substituting authority
of an external financial and nonpolitical character for the present
machinery and controls of the Dawes plan (viz., the administr?-
tion of the Agent General and of the various commissioners in
Berlin, and those functions of the Reparation CommissiPn which
were involved), they immediately met with the necessity f9r a
trustee to whom the payments in foreign currencies and Reichs-
marks should be made by Germany, and by whom the distribution
to the appropriate recipients should be managed. o

939. In the second place, the problems of mobxl_xzatmn and
commercialization demanded a common center of action and au-
thority for the purpose of coordinating and controlling the arrange-
ments, and there were obvious advantages in such an authority
being of a continuous or permanent character. oL

940. In the third place, the continued existence of deliveries in
kind necessitated special machinery of direction and control, at any
rate for a period of years.
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f41. They had already considered the desirability of an advisory
committee which could take any necessary action in connection
with the declaration of a postponement on the postponable part of
the annuity. A permanent central authority might include among
its functions the convening of such an advisory body, international
in character and existing as a constituent part of this central au-
thority, to consider the situation which had brought about the neces-
sity for a postponement, or the situation which a postponement
itself created.

942. Again, the possibility that, either exceptionally or regu-
larly as part of the plan, obligations would be discharged in marks
within Germany, necessitated a financial authority to arrange for
the disposition of such funds or assets in the interests of the creditors,
by arrangement with the Reichsbank or other German authority.

943. Moreover, in so far as the task of transferring the payments
into foreign currencies involved, besides a restriction of imports,
an extension of the German export trade, we envisaged the possi-
bility of a financial institution that should be prepared to promote
the increase of world trade by financing projects, particularly in
undeveloped countries, which might otherwise not be attempted
through the ordinary existing channels.

944. These several considerations led the committee to the
elaboration of a plan for a Bank for International Settlements,
which should, in its various functions, meet all these points. The
outline of this scheme is given in Part 6 and Annex 1.1

§45. It will be seen that the essential reparation functions of
the bank were such as to form a solid reason for its existence; but
the committee were inevitably to add to those reasons the auxiliary,
but none the less material advantages that it might have in the
general position of present international finance.

46. Just as it had been difficult at the outset to table and
discuss a precise program of annuities under a new system until
such a system were agreed in outline, because the amounts were
themselves dependent upon that system, so at this point in the dis-
cussions it became difficult for various members to form definite
opinions and commit themselves on all details as they were elabo-
rated in the new system until a clearer idea of the obligations that
would be undertaken by Germany under that scheme had been
obtained. Without, therefore, having resolved all points of doubt
on the new system, or done more than sketch it in broad outline,

1 Not reprinted; see for final substance the Charter and the Statutes of the Bank
and the Trust Agreement. :
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they found that the moment had arrived when the discussion of
figures became possible and necessary.

947. At this stage the following broad principles were under-
stood to be likely to find their way into any final settlement:

948. 1. A division of the annuity into an unconditional and a
postponable part;

949. 2. The necessity for continuing deliveries in kind for a
few years;

950. 3. The arrangement of suitable conditions for the post-
ponable part in times of exceptional difficulty.

951. In order to put the question into concrete terms, mem-
oranda were tabled by the chairman, by the experts of the four
chief creditor countries and by the German experts. A consider-
able time was spent in discussing these proposals without agree-
ment being reached. Finally the chairman prepared a new and
independent plan in which these divergent views were brought
closer together. The main feature of his plan was an average an-
nuity of 2,050,600,000 Reichsmarks; and, subject to certain re-
serves as to the matters of detail, this figure was accepted by the
entire committee as the basis of further discussion, and led to the
unanimous recommendations now put forward. Among those
reserves is the question of the settlement of the Belgian mark claim
which the committee had continually in contemplation and the

unanimous agreement upon which is to be found in Annex VI.?

6. Bank for International Settlements

A. GENERAL REASONS FOR THE CONSTITUTION OF AN INSTITUTION
WITHE BANKING FUNCTIONS

§52. A general plan for a complete and final settlement of the
reparation problem, being primarily financial in character, involves
the performance of certain banking functions at one or more points
in the sequence between the initial payment of the annuities and the
final distribution of the funds. A banking institution designed.to
meet these requirements justifies and makes logical the liquida_tmn
of all political controls and provides instead machinery essentially
commercial and financial in character, which carries with it all tl}e
support and at the same time all the responsibilities that economic

3 The condition set forth in the annex was that Belgium could not *'join in the Report
except on the und ding that an for the settlement of the mark claim

will be reached by direct negotiations.” The eettlement of July 13, 1929, i described
8t p. 135, Sec Entwhrfs su den Geseisen, p. 311, for text.

(951}




152 WORLD PEACE FOUNDATION

engagements imply. The process of removing the reparation prob-
lem from the political to the financial sphere which was begun in
the Dawes plan will thus be carried a step further.

953. In general terms, the institution will take over such func-
tions of the existing agencies as it may be necessary to continue and
will perform the whole work of external administration such as the
receipt and distribution of payments and the commercialization of
those parts of the annuities which are susceptible of being com-
mercialized.

§54. The operations of the institution will be assimilated to
ordinary commercial and financial practice. Its organization will
be outside the field of politica! influences and its powers and facilities
will be sufficiently broad to enable it to deal freely and promptly
with the problems involved in the settlement of Germany’s obliga-
tions. The institution will be equipped with machinery which will
provide an elastic element between the payments to be made by
Germany and their realization. In consequence, the creditors will
have further assurance that the effects of economic changes on the
flow of payments will be minimized, and Germany for her part will
have the possibility of assistance during temporarily unfavorable
conditions.

§/55. It is obviously desirable, in the interest of obtaining results
with the greatest efficiency, not to limit unduly the functions of the
institution. The character of the annuities and the magnitude of
the payments to be transferred over the exchanges provide at once
the opportunity and the need for supplementing with additional
facilities the existing machinery for carrying on international settle-
ments, and, within limitations of the sound use of credit, to con-
tribute to the stability of international finance and the growth of
world trade. We consider that by judicious non-competitive
financial development the bank should prove a useful instrument
for opening up new fields of commerce, of supply and of demand,
and will thus help to solve Germany's special problem, without
encroaching on the activities of existing institutions.

956. In designing the plan for the Bank for International Settle-
ments, which is given in outline in Annex I, we were, therefore,
mindful of the fact that these new facilities should not supplant, but
should augment and perfect existing arrangements for carrying
through international settlements, The bank will have (a) as its
essential or obligatory functions those which are inherent in the
receipt, management and distribution of the annuities, and (b) as
its auxiliary or permissive functions those which evolve more in-
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directly from the character of the annuities. There is no hard and
fast line between the two sets of functions, because the first lead
naturally into the second.

B. ORGANIZATION OF THE BaNK

957. In view of the part which the bank will have to play in the
general interest it is advisable to place the control of its manage-
ment in the hands of the central banks, since these are the organiza-
tions responsible in each market for the convertibility of the national
currencies and the control of credit.

958. At the time of the bank's constitution the capital will be
geographically distributed in such a way as to associate in the bank’s
working and in its development all the countries interested in the
reparation settlement and all the financial markets which may
subscribe to the bank’s issues.

959. Provision is made for the utilization of the net profits of
the bank, due allowance being made for the payment of cumulative
dividends on the capital stock, to create suitable reserve funds.
Provision is also made, in case Governments or central banks make
long-term deposits with the bank, whereby they shall share pro-
portionately in the remainder of the profits, after the requirements
on account of dividends and the reserve funds have been covered.

€60. Inasmuch as its international basis is an essential feature
which distinguishes the institution from all others, it has no single
fiscal allegiance and it is desirable that in its movements in the
various national markets it should not be hampered or restricted
by considerations of relative fiscal burdens. It is therefore recom-
mended that the Governments of the countries concerned enter
into a convention for the avoidance of double and triple taxation
of the bank along the following lines:

961. a. The funds and investments of the bank to be freed
from national taxation at the point where they derive interest,
income and profit; i

962. b. All individuals and corporations receiving profit,
interest or income from the bank to be fully liable thereon to such
taxation as such individuals and corporations would attract if the
profit, interest or income were derived from any otht_ar source.

963. 1. Capital. On the formation of the bank its authonde
capital will be in the equivalent of $100,000,000. The entire
amount will be issued, but only 25 per cent of each share shall be
called up, until the Board of Directors decides on a further call. The
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allocation of shares by countries is provided for in Section II of
Annex I.! The shares will carry no voting rights; but voting
rights corresponding to the number of shares first issued in each
country will be exercised by the central bank of that country in
the general meetings attended by representatives of those banks,
taking the place of general meetings of shareholders.

964. 2. Administration. The entire administrative control of
the bank will be vested in the Board of Directors. The functions
of a director of the bank are incompatible with those involving
national political responsibilities, and the statutes of the bank will
make the necessary provision in order to avoid such conflict of
functions. All the directors and candidates shall be ordinarily
resident in Europe, or shall be in a position to give regular attend-
ance at meetings of the board.

€65. The Governor of the central bank of each of the seven
countries to which members of the present Experts’ Committee
belong, or his nominee, will be entitled to be a director of the bank
ex officio. Each of these Governors may also appoint one Director,
being a national of his country.and representative either of finance
or of industry or commerce. During the period of the German
annuities the Governor of the Bank of France and the President of
the Reichsbank may each appoint, if they so desire, one additional
Director of his own nationality, being a representative of industry
or commerce. These fourteen (or, as the case may be sixteen)
Directors will elect not more than nine additional Directors from
lists furnished by, and which may include, the Governors of cen-
tral banks in other participating countries.

§66. If, in the process of organizing the bank or in the per-
formance of its functions after establishment, it is found that the
central bank of any country or its Governor is unable to act officially
or unofficially in exercising the functions, authorities or privileges
accorded to central banks under the plan, or refrains from doing so,
alternative arrangements not inconsistent with the laws of that
country will be made. These alternative arrangements are out-
lined in Section XII of Annex 1.2

§67. 3. Disiribution of Profils. The profits shall be divided
in accordance with the provisions contained in Annex 1.2

1 Not reprinted; for final form see Arta. 5-15 of the Bank Statutes.

* Not reprinted; for final form see Charter (6), Arts, 28, 52, 56 of the Bank Statutes
and Art. IIg of the Trust Agreement.

3 Not reprinted; for final form see Art. 53 of the Bank Statutes.
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C. GENERAL OBSERVATIONS ON THE BANK

968. The foregoing outline of the functions and organization
of the Bank for International Settlements, together with the
fuller presentation of the bank plan in Annex I,! largely speaks for
itself. It remains, however, to point out certain advantages which
the bank offers as against the existing reparation procedure, and
advantages which accrue both to Germany and to the creditor
countries, because the bank in putting the payments on a business
basis makes their receipt the more certain and facilitates their
movement.

969. The new facilities introduced by the bank are in addi-
tion to the provisions given elsewhere in the plan, whereby Germany
is entitled to declare a postponement of transfer. They are rather
in the nature of forestalling circumstances which might of them-
selves lead to a transfer postponement. These measures of pre-
vention are of two general sorts: First, the bank may employ its
power of giving credit to arrange temporary assistance in trans-
ferring the annuities; second, the bank will be in a position, in
agreement with the Reichsbank, to invest in Germany Reichs-
marks currently accruing to its account at the Reichsbank. This
measure to the extent to which it may be utilized will return to
the German economy a portion of the annuity, and, through the
bank’s credit mechanism, provide the foreign exchange with which
to pay the current allotments to the creditors on account of the
annuity. The application of either or both of these measures is
prompt and decisive, and they operate in advance of the time
when difficulties present themselves rather than afterward, and
serve to ease any strain until such time as the discount rate and
other corrective measures have had opportunity to exert themselves.

970. It is not to be assumed that these two measures sl}ould
be reserved for emergency use. The use of the bank'’s f:rednt by
central banks within moderate limits and over short pgnods may
in time become a normal function scarcely different in its exercise
from the use of central bank credit by banks and bankers. All
central banks, for ordinary exchange operations or for other purs
poses, would frequently find it advantageous to make use of the
facility. The second measure, that of investing w1thm. Germal}}'
some portion of the annuity receipts, should also find its uses in

1Annex I is the basis, frequently with the language literally taken over, of the
Statutes of the Bank and the Trust Agreement, printed infra, at p. 203.
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normal times. Both measures are necessarily limited by the funds
which the bank will have at its disposal and by the requirement
that it maintains its liquidity at all times.

€71. These are instances of the bank’s utility to Germany.
They also illustrate the flexibility which the bank's facilities give
to the handling of the disbursements to the creditors. Further
instances of joint benefit may be briefly indicated. The bank will
be able to give short term and intermediate credit to purchasers
of deliveries in kind, notably for the construction of public works
on delivery-in-kind account. Intermediate credit operations need
not be restricted, however, to any one country or to the purchase of
any one country's goods. On the contrary, it would be desirable
to broaden such operations in the interest of world trade to the
extent that the Directors of the Bank approve. As a stabilizing
factor in the foreign exchanges its advantages are obvious; and if
in due time the arrangements provided for an international settle-
ment fund are put into effective operation, the bank should go far
to eliminate the costs and risks now incurred in the shipping and
reshipping of gold.

€72. The bank excludes from its procedure all’ political in-
fluences, and business principles and practice intervene to facilitate
the settlement of Germany’s obligations without in any way quali-
fying her independent and sole responsibility. The Office for
Reparation Payments and its associated organizations in Berlin
will be retired, and the Reparation Commission’s relations with
Germany will be terminated. Germany will assume the responsi-
bility for raising and transferring the annuities, and the bank takes
over the work of their receipt and disbursement.

§173. As already stated, the bank is so designed as not to inter-
fere with the functions performed by existing institutions, but it is to
create for itself supplementary functions in a special field of its own.
To this end every care should be exercised in the organization and
administration of the institution.

974. In the natural course of development, it is to be expected
that the bank will, in time, become an organization, not simply, or
even predominantly, concerned with the handling of reparations,
but also with furnishing to the world of international commerce
and finance important facilities hitherto lacking. Especially it is
to be hoped that it will become an increasingly close and valuable
link in the cooperation of central banking institutions generally —
a cooperation essential to the contmumg stability of the world’s
credit structure,
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7. The Influence of the Form of the Annuity on the Amount

§75. We are proposing a series of total annuities which should
be paid with the regularity of the coupons of ordinary marketable
bonds. But it is well recognized that to the economy of every
country there may possibly come at some time or other a year of
stress and difficulty. To make the economic scope of such a period
the determinant of the maximum capacity in the ordinary course
would be to fix a sum quite unacceptable to the creditors and an
unreliable test of normal capacity to pay. It would be like fixing
the standard of physical effort expected from a workman in his
years of health and strength by what he is capable of doing in his
occasional weeks of illness.

976. While our proposals have made full allowance for all
normal and long-run considerations, it is possible that over ex-
ceptional and short periods the natural adjustment we contemplate
might be insufficient. We have accepted the argument of the
German Experts that in undertaking a responsibility of this char-
acter identical in its nature with the solemn covenants of a debtor
on a commercial and financial basis Germany is well advised to
consider carefully what are the limits of the burden which are
possible for her final acceptance. We have, therefore, fully re-
spected their scruples as to the undertakings they are prepared un-
conditionally to sign and have introduced a feature which can act
as a safety valve in time of difficulty, viz.: a right of postponement
on Germany's initiative of the transfer (and, to a less degree of
payment) of a portion of the annuity. The range between the two
figures (the unconditional portion and the total annuity) is not to
be taken as evidence of doubt as to Germany’s capacity of transfer
{or of payment); it represents rather the concession that has been
made to the honorable determination of the German Experts not
to make themselves unconditionally responsible for any obligation
which they are not certain is within their power of performance
in all circumstances, It is, however, to be emphasized that the
total amount of the annuity proposed, while being far from cover-
ing the claims set forth by the creditors, is one which they have
every reason to believe can in fact be both paid and transt:erred by
Germany. The fact that part of it is postponable obviates the
danger of being above Germany's capacity to transfer in a period
of difficulty, and it was the recognition of this principle which was
one of the factors enabling the German Experts to accept this
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scheme as an alternative not inconsistent with their original
ideas.

€77. In recommending that the system of deliveries in kind
should be continued for a limited period and in decreasing amounts,
we recognized, as is pointed out in Part 8 (f) of this report, the
necessity for maintaining a transitional period so that all shock to
existing economic conditions in Germany should be avoided. Ger-
many'’s power to transfer is thus maintained unimpeded by the
friction of sudden changes in trade conditions.

8. Annuities

978. THE COMMITTEE RECOMMENDS THAT:

79. (1) The Governments shall fix the exact date of termina-
tion of the Dawes Plan and the substitution therefor of the new
Plan. In fixing such date the Governments should bear in mind
that this committee’s calculations were made on the basis that the
Dawes Plan would cease on August 31, 1929, and the new Plan
commernce on September 1, 1929.

Y80. In case the Governments should fix a date later than
September 1, 1929, it is recommended that financial adjustments
shall be made so that the basis of payments provided for under the
new Plan shall nevertheless commence as of September 1, 1929, and
the basis of payments provided for under the Dawes Plan should
cease as of August 31, 1929, ’ '

481. (2) Payments under the plan of the Dawes committee
should continue until the end of the present scheduled year, that is
to say, August 31, 1929, )

§82. (3) The new Plan should go into effect September 1, 1929,
with the value of the 37 annuities of 1,988,800,000 Reichsmarks?
until March 31, 1966, the payments for the Dawes loan to be added.

983.2 (4) Payments to be made under the Dawes Plan, during
the five months’ period preceding September 1, 1929, after allowing
for the Dawes loan, should be treated as payments necessary to
cover the requirements of the creditor nations during this transition
period, including outpayments for the year ending March 31, 1930.

9/84.* Should there remain any surplus after meeting the fore-
going requirements, the question of disposing of such surplus, as

1 The separate arrangement for payment of the American claims and costs reduces
the average payable under the New Plan to 1,922,700,000 Reichsmarks, without affect~
ing the total German liability.

3 The fi ial agl of A t 31, 1929, provides for a partial allocation, see
Art. I, p. 188 and p. 62. .
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well as all matters and expenses in connection with the transition
from the operation of the existing arrangements to the new Plan,
shall be settled and adjusted between the Governments.

985. (5) In order that the new annuities shall coincide with the
German fiscal years, the schedule of payments to be made by
Ge;;cany on and from September 1, 1929, will be as follows:

Reichsmarks
7 months, September 1, 1929-March 31,
. 1930 . . . . . . 742,800,000
April 1, 1930-March 31, 1931 . . 1,707,900,000 | 0
April 1, 1931-March 31, 1932 . . 1,685000,000 | S
April 1, 1932-March 31, 1933 .. 1738200000 | &
April 1, 1933-March 31, 1934 . . 1,804,300,000 | 2
April 1, 1934-March 31, 1935 . . 1,866,900,000 | &
April 1, 1935-March 31, 1936 . . 1,892,900,000 | 5
April 1, 1936-March 31, 1937 . . 1,939,700,000 | &
April 1, 1937-March 31,1938 . . 1,977,000,000 | %
April 1, 1938-March 31, 1939 . . 1,995,300,000 | <
April 1, 1939-March 31, 1940 . . 2,042,800,000 | '3
April 1, 1940-March 31, 1941 . . 2,155,500,000 | §
April 1, 1941-March 31, 1942 . . 2,180,700,000 ( o
5 April 1, 1942-March 31, 1943 .. 2,198,000,000 | §
8 | April 1, 1943-March 31, 1944 .. 2,194,300,000 | 8
April 1, 1944-March 31, 1945 . . 2,207,500,000 §
'§ April 1, 1945-March 31, 1946 .. 2,203,800,000 | &
& ] April 1, 1946-March 31, 1947 . . 2,199,500,000 | B
5 | April 1, 1947-March 31, 1948 .. 2,215200,000 [
E | Aprll, 1948-March 31, 1949 . . 2,210,000,000 | 2
K April 1, 1949-March 31, 1950 .. 2,316,800,000 | %o
April 1, 1950-March 31, 1951 . . 2,359,200,000 | 3
2 | April 1, 1951-March 31, 1952 .. 2,343,200,000 | 3
April 1, 1952-March 31, 1953 . . 2,346,200,000 | S
April 1, 1953-March 31, 1954 . . 2,353,300,000 | S
April 1, 1954-March 31, 1955 .. 2,364,600000 |
April 1, 1955-March 31, 1956 .. 2359,800,000 | 5
April 1, 1956-March 31,1957 . . 2,354,200,000 §
April 1, 1957-March 31, 1958 .. 2,361,800,000 | &
April 1, 1958-March 31, 1959 .. 2,393,800,000 g
April 1, 1959-March 31, 1960 .. 2,370,600,000 | 5
April 1, 1960-March 31, 1961 . 2,380,500,000 | ©
April 1, 1961-March 31, 1962 . 2,398,300,000 | &
April 1, 1962-March 31, 1963 . 2,390,200,000 | &
April 1, 1963-March 31, 1964 . 2,402,600,000 E
April 1, 1964-March 31, 1965 . 2,402,100,000 | ¢
April 1, 1965- March 31, 1966 . . 2,428,800,000
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q[87. Thereafter there remains the following schedule of pay-
ments to be made by Germany, subject to the special provisions
dealing with these years:

q88.
Reichsmarks
196667 . . . . . . . . . 1,607,700,000
1967-68 . . . . . . . . . 1,606,900,000
196869 . . . . . . . . . 1,616,700,000
1969-70 . . . . . . . . . 1,630,000,000
1970-71 . . . . . . . . . 1,643,700,000
1971-72 . . . . . . . . . 1,653,9C0,000
1972-73 . . . . . . . . . 1,662,300,000
1973-74 . . . . . . . . . 1,665,700,000
1974-75 . . . . . . . . . 1,668,400,000
1975-76 . . . . . . . . . 1,675,000,000
197677 . . . . . . . . . 1,678,700,000
1977-18 . . . . . . . . . 1,685,400,000
1978-79 . . . . . . . . . 1,695,500,000
1979-80 . . . . . . . . . 1,700,400,000
1980-81 . . . . . . . . . 1,711,300,000
1981-82 . . . . " . . . . 1,687,600,000
1982-83 . . . . . . . . . 1,691,800,000
1983-84 . . . . . . . . . 1,703,300,000
1984-85 . . . . . . . . . 1,683,500,000
1985-86 . . . . . . . . . 925,100,000
1986-87 . . . . . P . . 931,400,000
1987-88 . . . . . . . . . 897,800,000

989. Out of the above annuities the following amounts shall be
unconditional, t.e., payable without any right of postponement
of any kind in forengn currencies by equal monthly instalments, viz.:
660,000,000 Reichsmarks per annum, ! to include whatever amounts
are required for the service of the German external loan 1924.

§90. The remainder of the annuity shall be payable in foreign
currencies by equal monthly instalments, but subject to the condi-
tions as regards postponement of transfer and of payment set out in
Annex IV of this plan.

991. The German Government undertakes for the purpose of
the present provisions, as well as for the general purposes of the
plan, that the Reichsmark shall have and shall retain its converti-
bility into gold or devisen as contemplated in Section 31 of the
present Reichsbank law, and that for these purposes the Reichsmark

1Slightly increased by the eonference. see Art, VII of the financial agreement of
August 31, 1929, p. 190, and also p. 7
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shall have and shall retain a mint parity of 1/2790 kilogram of
f;;; Eold as defined in the German coinage law of August 30,

192. 'For the purpose of par. (4) above, the outpayments for the
year ending March 31, 1930, are as follows:

€93, .

Equivalent in

Reichsmarks

France . . . . . . . . 338,100,000
Great Britain . . . . . . . . 366,600,000
Italy 8 . . . . . . . . . 107,800,000
Belgium . B . . . . . . 23,400,000
Rumania , . . . . . . . 8,800,000
Serbia . . . . . . . . . 5,900,000
Greece? . . . . . . . . 5,300,000
Portugal . . . R . . . . . 7,200,000
Total . ., . . . . . . . 863,100,000

€94. Provision is made in Sec. 11 of Annex I ? whereby a per-
centage of the special Reserve Fund accumulated in the bank shall
be placed at Germany's disposal, if required, toward meeting the
last 22 annuities payable under the above scale.

995. In calculating the above annuities we have taken into
account the expenditures devolving upon Germany during the
period of the new Plan, such as were covered by the Dawes Plan,
However, we have not included the costs of commissions and the
current expenses of occupation, as they are to continue only until a
date to be fixed by the Governments. The necessary arrangements
for their payments should be made by the Governments in connec-
tion with the adoption of the new Plan.

996. Apart from the foregoing, we recommend that, as from
the date of the putting into force of this Plan, Germany's previous
obligation shall be entirely replaced by the obligation laid down
in this plan, and that the payment in full of the proposed annui-
ties in accordance with this plan should be accepted by the credi-
tor powers as a final discharge of all the liabilities of Germany,
still remaining undischarged, referred to in Sec. XI of Part I of

* Annex 11, which is not reprinted, is a letter from the president of the Reichsbank
promising action by the Reichsbank to establish this standard for it.

8 See Art. I of the financial agreement., p. 189,

§ See note to Art. 54 of the Bank Statutes, p. 218.
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the Dawes Plan,! as interpreted by the decisions? already given
by the Interpretation Tribunal set up under the London agreement
of August 30, 1924. That tribunal should be retained in existence
and any dispute that may arise between Germany, on the one side,
and the creditor Governments, or any one of them, or the bank,
on the other side, as to the extent of these liabilities or as to any
other question of the interpretation or application of this Plan
should be referred to it for final decision.

997. In the course of their proceedings the experts of the prin-
cipal creditor powers have also dealt with the question of the
distribution of these annuities among the creditor powers. Their
recommendations, drawn up after careful examination of the exist-
ing distribution arrangements and of other relevant considerations
laid before them and with due regard to the rights and equities
of the other countries® having a share in the Dawes annuities,
are set out in Annex VII which they consider an mseparable part
of the present Report.

COMPOSITION, OF THE ANNUITIES
8 (a). Source and Securities.

998. . 1. The annuities are to be derived from two sources:

1. The German Railway Companys

2. The Budget of the Reich.

999. The committee, after a careful examination of the pro-
posals put forward by the German Experts, were of the opinion
that the annuities recommended by them should not be drawn
wholly from the German budget, but that one source of payment
utilized by the Dawes Plan, viz.: the Railway Company should
be maintained. We desire to make it clear, however, that the
retention of a contribution from the Railway Company is recom-
mended not only from the point of view of security but also as a
suitable method of raising the necessary revenue,

9100. We have also considered the position with regard to
the assigned revenues and, having regard to the fact that these
revenues are pledged as collateral security for the service of the
German external loan of 1924, we feel it is impossible to recommend
the release thereof. Nevertheless, we are of opinion that it

! Reparation, Part V, p. 385; R jon C ission, Official D ts, XIV, p. 30.
3 See Awards, American Journal of International Law, XX1, p. 344 and XXII, p. 913,
3 Greece, Portugal, Poland, Rumania, Serbia, Japan ‘and the United States of

America.
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would be suitable for the German Government to discuss with
the trustees for the bondholders of that loan the possibility of
simplifying as far as possible the existing machinery, and that
the creditor Governments for their part should accept a similar
arrangement. The effective security of the creditor Governments
should be substantially that indicated in Annex III, (Sec. I1I).?

§101. Apart from these special questions, the committee
desires to record its view that the basis of security for the payment
of the annuities is the solemn undertaking of the German Govern-
ment, to which no further guaranty can add anything whatsoever.

9102. The committee accordingly recommends that the credi-
tor Governments should take steps to release all controls, special
securities, pledges or charges which may remain in their hands
other than those specifically referred to above, and should recognize
that their acceptance of the solemn undertaking of the German
Government replaces any securities, pledges, charges or controls
as may now exist.

9103. 2. The Coniribution from the German Railway Com-
pany. Under the German railway law of August 30, 1924, enacted
in accordance with the Dawes Plan, the German Railway Com-
pany is subject to a mortgage for eleven milliard gold marks, in favor
of the trustee for the German railway bonds, and has issued to him
a bond for eleven milliard gold marks. This bond bears interest
at 5%, per annum and carries a cumulative sinking fund of 1 per
cent per annum, which first became operative on September 1,
1927; interest and sinking fund being guaranteed by the Govern-
ment of the Reich. )

€104. This plan contemplates the abolition of the railway
bonds, together with the attendant circumstances of foreign
participation in the management of the railway, and substitutes
a contribution from the Railway Company as set out in the follow-
ing paragraphs: _

€105. The Railway Company shall be under an obligation to
pay for 37 years a direct tax comprising if necessary the transport
tax, to an annual amount of 660,000,000 Reichsmarl_cs, being .equal
to the annual amount of the nonpostponable annuity. This tax
shall be imposed by German legislation, and the receipts therefrom
guaranteed by the German Government. The Railway Company
shall deposit with the Bank for International Seftlemc_ents.a cer-
tificate acknowledging its liability in respect of this obligation.

3 Not reprinted; but see final form in Trust Agreement, Art. XVI, p. 231.
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€106. The amount payable shall be raised from the gross
revenues of the company, ranking after the expenditure on per-
sonnel, and on the same footing with expenditure on material and
consumable stores. It shall enjoy priority over any other tax now
levied on the Railway Company, or which may be levied in the
future, and shall rank prior to any other charge, by way of mortgage
or otherwise, on the company. It shall be paid direct by the Rail-
way Company to the account of the Bank for International Settle-
ments at the Reichsbank in instalments as laid down in Part 8.

91107. The foregoing conditions shall be incorporated in the
law governing the Railway Company.

108. It shall be one of the duties of the Organization Com-
mittee proposed in Annex V of this Report to make suitable pro-
vision whereby the private and independent character of the
German Railway Company, including its autonomous adminis-
tration in economic, financial and personnel matters shall continue
for the period of the plan without interference from the German
Govemment 1

- 1109. 3. Tke Transport Tax. In addition to the 660,000,000
gold marks now payable directly by the Railway -Company, the
Dawes Plan requires a contribution to the standard annuity of
290,000,000 gold marks out of the actual yield of the transport
tax. This tax is imposed by the German Government and the
German Railway Company collects it for the Government. The
total yield of the transport tax, now considerably in excess of
290,000,000 gold marks, appears among the receipts of the budget
of the Reich, and the contribution of 290,000,000 appears among its
expenditures. Under this Plan the direct tax on the Railway Com-
pany comprises if necessary the transport tax which is otherwise
relieved from any special charge on account of reparations.

-91110. 4. The Charge on German Indusiries. Under the Indus-
trial Charges Law enacted in accordance with the Dawes Plan,
bonds aggregating 5,000,000,000 gold marks have.been issued in
respect of the German industries by the Bank for German Indus-
trial Debentures to the trustee for the German industrial deben-
tures. These bonds bear interest at 5%, per annum and carry a
cumulative sinking fund of 1%, per annum which first became op-
erative September 1, 1927, principal, interest and sinking fund being
guaranteed by the Government of the Reich. The present con-

. s :Gnnexaa IV, VI and VIA of the agreement of January 20, 1930, Agrmnents. p. 39,
. .
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tribution to the annuity from the industrial debentures thus amounts
to 300,000,000 gold marks.

This particular charge in no way differs from ordinary taxation,
save in the complications it involves in legislation and the machin-
ery of collection. We recommend that it be discontinued and
that its disappearance be taken into account in distributing the
relief from taxation which this plan will enable the German Gov-
ernment to bring into effect.

Y111, 5. The Charge on the Budget of the Reich. Under the
Dawes Plan, the contribution from the budget of the Reich in the
fifth or current annuity year amounts to 1,250,000,000 gold marks,
or one-hall of the total standard annuity. This contribution is a
charge on the budget as a whole specifically secured by the assign-
ment of the revenues from customs, beer, tobacco, sugar and
alcohol to the Commissioner of Controlled Revenues. These
revenues are paid by the collecting offices directly into the ac-
count of the commissioner at the Reichsbank. As early as prac-
ticable in each month, out of the funds accumulated in his account,
the commissioner pays into the account of the Agent General at the
Reichsbank one-twelfth of the annual contribution from the budget
and thereafter in each month the revenues are automatically trans-
ferred by him to the account of the German Government at the
Reichsbank. Under this plan the procedure to be followed will be
worked out in detail, by the appropriate Organization Committee
proposed in Annex V, regard being had so far as necessary to the
arrangements which may be accepted by the trustees of the 1924
loan,?

9112, As the amount contributed by the German Railway
continues for 37 years at the fixed level of 660,000,000 Reichsmarks a
year, the charge on the budget of the Reich varies with the total
amount of the annuity. In the second year it stands at the figure
of 1,136,400,000 Reichsmarks, and rises to a maximum of
1,768,800,000 Reichsmarks in the thirty-seventh year. Them!_ter
the contribution from the Railway Company ceases, the annuity
falls sharply and the budget contribution covers the whole of the
German liability for the remainder of the Plan. L

€113, The average increase in the budgetary contribution dur-
ing the first 20 years is about 24,000,000 Reichsmarks annually, or
about .24 of 19, of the total revenues of the budget of the Reich,
which at present are just under 10,000,000,000. This moderate

1 See Trust Agreement, Art. IV, p. 223,
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and gradual increase in the budgetary contribution under the
definitive settlement plan ought to be met in ordinary years without
recourse to additional taxation. Indeed the substantial reduction
of the budgetary contribution as compared with the Dawes Plan
makes possible an immediate resumption of the tax reduction pro-
gram which has been in progress since 1924. The committee hope
that such further tax reductions coupled with a definitive repara-
tion settlement will give a strong stimulus to saving and thereby
materially assist in the internal formation of the new capital
which Germany still requires.

8 (b). Progression

114. The authors of the Dawes Plan believed that they could
count upon a certain substantial and progressive increase in the
prosperity of Germany, arising not only from the employment of
the rapidly increasing wealth of that country, but also from the
steady progress of world prosperity, and this belief found expression
in the device of an index of prosperity. The plan contemplates that
the amounts which Germany pays upon a fixed scale shall increase
generally speaking year by year until 1966, reflecting in some small
measure this anticipated increase in her prosperity. However, the
annuities proposed are to start at a level which not only gives im-
mediate and important relief to the German budget, to her exchange
position and to her need for additional internal formation of capital,
as compared with the standard Dawes Annuity of 2,500,000,000
gold marks, but also provides the greatest possible assurance that
the new scheme will function from the beginning thhout any hitch
or disturbance.

8 (¢). The Nonpostponable Annuities |

115. Not the least difficult part of the task was the determina-
tion of the figure which Germany could immediately undertake as a
final and unconditional obligation. The point at which difficulties
might begin to arise in making transfers into foreign currencies is
not exactly definable in advance; but every care has been taken to
be so far within this limit as to remove every possibility of the risk
of error. We recognize that in fixing the figure payable by Germany
in foreign currencies, without any right of postponement whatever,
at 660,000,000 Reichsmarks, ! we have taken a conservative amount.

f adj of see p. 75,
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But we are satisfied that it is wiser deliberately to underestimate
than to run the slightest risk of weakening German credit by pro-
posing a figure which might not command instant acceptance by
well-informed public opinion.

8 (d). The Postponable Annuities

9116. 1In addition to the unconditional part of the annuity, we
propose a postponable part, transfer of which may, in certain cir-
cumstances set out below, be postponed for a period not exceeding
two years.

9117. This postponable part of the annuity is designed to meet
the situation which might arise in a period of special economic diffi-
culty and distress. There will be other ways of meeting such a
situation, and if they are applied our view is that recourse to this
abnormal measure will not in fact prove to be necessary. Never-
theless as an additional precaution it is valuable to Germany, and
provides, by its very existence, a safeguard against the dangers
which too rigid a framework might have called into existence.

8 (¢). Measures of Safeguard

9118, The essence of the additional margin of safety given to
a part of the annuities lies in the power to postpone transfer. We
are recommending, in order to protect Germany against the possible
consequence of a comparatively short period of depression, which
might, for internal or external reasons, put such a severe strain on
the exchanges as would make the process of transfer abroad danger-
ous, that the German Government should have the right, on giving
90 days’ notice, to postpone transfers for a period not exf:eeding
two years under conditions set out in Annex IV.? During the
period of postponement, the liability of the German Government
with regard to the sums affected would in the first ins‘tance be
limited to payment in Reichsmarks to the account at the Re‘lchsban!:
of the Bank for International Settlements; under certain condi-
tions part of this payment may also be withheld.

9119.  Upon the declaration of any postponement th.e Bank for
International Settlements shall convene the Special Advisory Com-
mittee.? At any other time when the German Government declare
to the creditor Governments and to the Bank for International

1 Not reprinted; see for final form the Certificate of Indebtedness, V, 3-8, and
Annex II, Appendix I, of the protocol of August 31, 1929, p. 191, 235.
 Enacted by Art. X of the Trust Agreement.
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Settlements that they have come to the conclusion in good faith
that Germany’s exchange and economic life may be seriously en-
dangered by the transfer in part or in full of the postponable portion
of the annuities, the committee shall also be convened.

9120. Upon being convened the Special Advisory Committee
shall forthwith consider the circumstances and conditions which
have led up to the necessity for postponement, or have created a
situation in which Germany considers that her exchange and eco-
nomic life may be seriously endangered by further transfers of the
postponable portion of the annuity, and make a full investigation
of Germany's position in regard to her obligations under this plan.

9121, In their report to the Governments and to the Bank,
having (in case of a postponement of transfer) satisfied themselves
that the German authorities have used every effort in their power
to fulfill their obligations, they shall indicate for consideration by
the Governments and the Bank what in their opinion are the meas-
ures that should be taken in regard to the application of the present
Plan.

§122. It shall further be the duty of the Bank during a post-
ponement of transfer to direct, in conjunction with the Reichs-
bank, the employment of the Reichsmarks paid to its account at
the Reichsbank by the German Government (see Section VI of
Annex 1 to this Report).1

9123.. The following paragraphs sketch the organization of
the Special Advisory Committee of the Bank for International
Settlements referred to in the preceding paragraphs:

124. 1. The committee should act in a purely consultative
capacity. Its findings shall have no effective force unless con-
firmed and accepted by the Bank as trustee of the creditors, and
if necessary by the Governments concerned. .

§125. 2. The committee shall play no part in:connection with
the unconditional annuity accepted by Germany and referred to
in the Plan as the “unconditional annuity.”

9126. 3. The committee shall be convened by the Bank accord-
ing to the rules of its own constitution when notice shall be received
from the German Government. It shall not be required to meet
at any other time.

q127. 4. The committee shall consist of seven ordinary and
four co-opted members. The ordinary members shall be nominated
one by each of the following:

1 Not reprinted; for final form see Arta. 20, 22, 23 and 25¢ of the Bank Statutes and
note to Art. XI ¢ of the Trust Agreement.
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§128. The governors of:

The Reichsbank,

The Banque de France,

The Bank of England,

The Banque Nationale de Belgique,

The Banca d'Italia,

The Bank of Japan,

A Federal Reserve Bank of the United States or some other
agreed American financial institution,

9129. in the last two cases, such nominee being ordinarily
resident in Europe, or in a position to give prompt attendance on
a meeting of the committee being called. These nominees of the
Governors of the Banks shall not be officially connected with the
banking institutions in question nor with the Government depart-
ments of their respective countries. After being summoned they
may, if they so desire, co-opt not more than four additional members
with the intent that special aspects, whether in finance, exchange,
industry, etc., of the particular situation in question shall be repre-
sented. During the course of the proceedings and until the report
is made, the co-opted members shall be equal in all other respects
to the ordinary members but they shall thereafter be discharged
from office.

€130. 5. The committee may proceed by way of hearing
evidence or asking for documents, as it may desire, but the presi-
dent of the Reichsbank and/or any other person nominated by
the German Government may appear before or submit to the
committee the reasons for which a postponement has been declared
or measures are desirable as indicated above.

9131. The committee shall neither grant nor refuse a postpone-
ment. After making inquiry it shall report to the Governments
and the Bank as indicated above.

€132. 6. Unless otherwise arranged by consent the expenses
of the Special Advisory Committee shall be borne by the German
Government.

8 (f). Deliveries in Kind

9133. The system of deliveries in kind undc_er the Dawes Plan
has come to play an important réle in the economic life of .Germany.
We would not suggest the unlimited continuation of this system,
which is open to many objections of a practical as wellasa theoreti-
cal nature. We have felt, however, that its 1mmedxat'e cessation
would not be in the interests of Germany or of the creditor powers,
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and that it would impose difficulties upon the export trade of Ger-
many which might be injurious to her capacity to transfer. We
therefore recommend that the principles of the Dawes Plan with
reference to deliveries in kind should continue in existence for a
limited period, and that the creditor nations should agree for a
period of ten years to absorb by this means in respect of each
year, a limited and decreasing amount of the postponable portion
of the annuity, substantially in accordance with the following table:
134.2

Reichsmarks
First year . . . . . . . . . 750,000,000
Second year . . . . . . . . 700,000,000
Third year . . . . . . . . 650,000,000
Fourth year . . . . . . . . 600,000,000
Fifth year . . . . . . . . 550,000,000
Sixth year . . . . . . . . 500,000,000
Seventh year . . . . . . . . 450,000,000
Eighth year . . . . . . . . 400,000,000
Ninth year . . . . . . . . 350,000,000
Tenth year . . e s . . . . . 300,000,000

§135. The foregoing table to be adapted to the actual annuities
of the new Plan without increasing the total. 2

§1136. The creditor powers by arrangements effected among
themselves will fix the proportions in the total of each year’s
volume of deliveries in kind (including deliveries under Reparation
Recovery Acts or any equivalent system substituted therefor
by agreement up to 23.05% for Great Britain and 4.95%, for
France of the total amount provided for each year) which each of
them will receive. .

9137. The Bank for International Settlements shall manage
the disbursements on deliveries-in-kind account,” and in making
distributions of cash to the creditor countries shall have due regard
for those portions of the annuity which are restricted to payments
for deliveries in kind. *

§138. The committee also recommends that new regulations
be adopted by the Governments modifying the Wallenberg regu-
lations to conform to the new Plan and so far as practicable
simplifying and liberalizing them.

t Enacted by the protocol of August 31, Annex II, § II.

® See revised table at p. 184,

"8 Annex IX of the Hague agreement of January 20, 1930, A greements concluded at the
Hague Conference, January, 1930, p. 80.
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9139. The committee recommends that provision be made
in the new regulations permitting the several powers to dispose of
some part of their respective quotas of deliveries outside of their
own territories under suitable restrictions. !

9140. The proposed repartition of the deliveries in kind among
the several creditor powers is contained in Annex VII, dealing
with repartition of the annuities. *

9. Liquidation of the Past

9141. In order to arrive as rapidly as possible at a general
liquidation of the financial questions raised by the war and the
subsequent treaty of peace, a liquidation which alone can insure the
definite return of Europe to normal financial and economic condi-
tions, the committee recommends the clearing up of these questions
in a broad spirit of mutual concession.

142. We understand that a settlement on these lines will
render obsolete the accounts between the Reparation Commission
and Germany relating to transactions prior to the period of the
Dawes Plan, together with all accounts involving credits against the
original capital debt.® We are strongly of opinion that these ac-
counts should be closed at the earliest moment.

9143. The creditor Governments, under this plan, will be re-
ducing the whole body of their claims arising out of the war or
under the treaty of Versailles to a considerable extent. The experts
of the creditor countries are aware that past transactions have given
or may give rise to claims by Germany, some of which are still un-
settled, and, while they are not able to go into the merits of these
claims, they consider that the creditor Governments are fully entitled

1 This waa not realized; sce p. 80, and Art IX of the regulations, Agreements, p. 93.

1 See p. 182-186.

3 Annex II of the agreement of January 20, 1930, provides: .

**2 (i), Germany's previous obligation, except in of the G E Loan
1924, being ) laced by the obligati laiddownlrtheN_e-w?len.theGermn
A, B and C bonds, the bonds of the D he Reichsbahn-G .  the German
Industrial bonds and the bonds of the Bank fir Deutsche Industrie Obligationen are

celed and shall be d L*
ﬁ"n“elfm?': vision for distrib s"'m{le::«xl ¢ aseets and eettling exp l:::. A num-
ber of delayed settlements were dealt with in the b e
states decz:lw (Agc:mm.v. p. 142). In addition to those specifically responding to
recommendations of the Report, the following provisio‘?l were mad:re TE’ -ha‘.r:::i ;::
Baghdad Railway C held by the R i ssion ar
to France, Great Britain and Italy in equal portions; the d_lst.nb‘qun of cables ceded
by Germany by Part VIII, Annex VII, of the treaty of Versailles ** will be settled by the
creditar powers concerned,” among which is the United States; paymenta already made
by Denmark and Danzig in respect of German atate property (treaty of Versailles, Art,
254) are a final settlement,
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to expect that Germany should waive them in consideration of the
consolidation of the creditors’ claims at a reduced figure. Any other
course would be inconsistent with their intention that, just as the
new annuities cover all the claims defined in Part XI of the Dawes
Plan, so they should be paid free of deduction in respect of any past
transactions. The committee recognizes, however, that this is
entirely a matter for the Governments to deal with. ®

9144. To assure the general confidence indispensable for the
successful working of this Plan the committee recommends that the
Governments make no further use, from the date of the acceptance
of this report, of their right to seize, retain and liquidate property,
rights and interests of German nationals or companies controlled
by them in so far as not already liquid or liquidated or finally dis-
posed of, and that the outstanding questions concerning such
property should be definitively cleared up within one year after the
coming into force of this plan by arrangements between the Govern-
ments concerned and Germany.? This recommendation, naturally,
has no application in cases where special settlements have already
been made.

145, The acceptance of this plan necessarily involves the dis-
solution of the joint liability of Germany on the one side with
Austria, Hungary and Bulgaria on the other side for reparation, and
therefore finally abolishes every obligation present or fiiture in
either direction which may result between these powers from this
joint liability.?

9146. The committee recommends in particular that the creditor
powers should abstain from recovering the credits of Germany
against her ex-allies referred to in Art. 261 of the treaty of
Versailles, Germany for her part renouncing any net balance which
might be due to her as a result of these credits.4

9147. In their unanimous desire that the remaining financial
questions arising out of the war should be settled as soon as possible,
in order to promote the spirit of international harmony and col-
laboration, the Experts unanimously recommend to the creditor

1 See Agreement of January 20, 1930, Art. III, B (a), p. 193.

3 Effected by the agreements referred to at p. 124.

1 The agreements with each effect this by making each debt individual and final.

4 Annex II of the agreement of January 20, 1930, provides:

2 (ii). The claims of Germany against Austria, Hungary and Bulgaria referred to
in Art, 261 of the treaty of Versailles and the debts of Germany referred to in Arts. 213
of the treaty of St. Germain, 196 of the treaty of Trianon and 145 of the treaty of
Nemlly are finally canceled and the securities and documents relating thereto shall be

yed." (Agr ¢s, Misc. No. 4, p. 30.)
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Governments that, within the first year of operation of the new
Plan, they complete the work of the Experts’ Committee by deal-
ing with and disposing of the claims and debts for ceded properties
and liberation bonds, held in the hands of the Reparation Com-
mission against the so-called succession states,* This question is
referred to in Annex VII.

10. Commercialization and Mobilization

§148. Having recommended the creation of the Bank for In-
ternational Settlements in order to provide machinery for the re-
moval of the reparation obligation from the political to the financial
sphere, we have further considered what procedure is necessary in
order to assimilate this obligation as closely as possible to an ordi-
nary commercial obligation (*commercialization’’).

§¥149. Further, certain Governments are known to attach
particular importance to the possibility of raising money by the
issue to the public of bonds representing the capitalization of the
unconditional portion of the annuity (* mobilization").

9150. It is, of course, not within our power to advise as to the
time at which such issues can be made with advantage, or as to
the terms and conditions on which issues should be made. The
arrangements to be made would no doubt vary according as, for
example, an issue is to be made for cash in the general interest of
all the creditor Governments, or an internal issue is to be made in
one single country by way of conversion of government debt.
It will be the province of the bank itself to advise upon such mat-
ters; but we have thought it necessary to advise a framework within
which these operations may take place.

§151. This framework is given in Annex III.* It provides,
first, that the annuities themselves shall be represented by a Ger-
man Government certificate of indebtedness deposited with the
bank, similar to those in use in ordinary commercial practice (a
proper distinction being made in the coupons between the con-
ditional and unconditional portions of the annuity). The pro-
visions regarding security are given in the Annex, and fhe,condx-
tions in which mobilizable bonds should be created and issued are
defined.

Effected Czechoslovakia and the b the

i P w(‘ﬁ" p.vxﬂa'hh. 142) described sugra, p. 116,

$ Not reprinted; for final form see Trust Agreement, Artg. XII and XVI, and the
Certificate of Indebtedness, 111, IV and V.

{973}



174 WORLD PEACE FOUNDATION

§152. One of the most important provisions of this scheme is
that annuity moneys should be distributed by the bank in strict
‘proportion to the rights of each party — whether government or
‘bondholder,

§[153. As far as, according to the conditions of the issue, repara-
tion loans (general or conversion loans) are subject to an anticipated
redemption, Germany should be entitled to redeem these loans;
the part of the annuity destined for the service of the redeemed
loan will then accrue to her. The wish has been expressed that
so far as possible reparation loans will not be issued without grant-
ing the debtor an appropriate right of anticipated redemption.

Y154, We recommend that Germany should also have the
right to redeem all or any part of not yet mobilized annuities on a
basis of 514%, discount.

11. The New Plan Contrasted with the Dawes Plan

§155. The Dawes Plan, although drawn up at a time of intense
crisis, has by a test lasting over nearly five years justified by facts
the postulates on which it was based as regards both the restoration
of the public finances of Germany and her economic recovery.

§156. It may be well to summarize briefly the points of ad-
vantage — whether to Germany or her creditors — claimed for the
new proposal, which justify a departure from a scheme that has
in the past rendered signal service,

9157. The Plan drawn up by the committee to afford a definite
solution of the reparation question accompanies a reduction in the
existing obligations of Germany by an essential modification in their
financial and political status. In so far as the creditors are re-
linquishing substantial advantages in the face value of payments
due under the Dawes Plan, they are doing so only by reason of
those improvements in intrinsic and available values which arise
from the practicability and certainty of commercialization and
mobilization within a reasonable period and in its attendant finan-
cial and economic psychology.

€158.  Among the modifications, which are considered specially
important are the following:

§159. 1. Fixation of the Period and the Debt.

The Dawes Plan imposes, in virtue of the index of prosperity
increasing annuities, of which the number is not fixed. The new
program indicates a definite number of fixed annuities.
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9160. 2. Disappearance of the Index of Prosperity.

Only estimates, which vary very widely, of the ultimate effect
of the index of prosperity can at this date be made. But in no
circumstances could Germany benefit therefrom, and the disap-
pearance of this element of uncertainty is wholly to her benefit.

161. 3. Autainment of Financial Autonomy.

Under the Dawes Plan Germany can only obtain the discharge
of her obligations in marks by the existence of a system of trans-
fer protection which involves a measure of external control. This
brings attendant limiting effects on German credit and finandial in-
dependence which render difficult, if not impossible, any mobiliza-
tion of the German debt. The new Plan would be abandoning
the fundamental purposes for which it was intended if it did not
cancel this clause and leave to Germany the obligation of facing
her engagements on her own untrammeled responsibility.

162. 4. Postponement Safeguards.

Nevertheless, if an exceptional emergency interrupts the normal
course of economic life to which the scheme is adapted, Germany can,
on her own initiative, resort to certain measures of temporary relief.

9163. The annuity is divided into two parts, of which one is
subject to postponement of transfer and payment. Germany will
thus be enabled under certain circumstances temporarily to relieve
her balance of payments, and will in fact enjoy the advantages of a
form of transfer protection without its attendant limitations.

1164. 5. Deliveries.

While the Dawes Plan reluctantly accepted the expedient of
deliveries in kind, the new Plan, in spite of the desire of the creditor
powers to dispose freely of their shares of the annuities, recognizes
the undesirability of a sudden cessation of the system at present in
force. The creditors are therefore to take deliveries in kind for ten.
years, but in decreasing amounts, beginning with 750,000,000.

9165. 6. Mobilisation. .

From the point of view of the creditor powers an essel_ﬂ:lal fatu::e'
of the new Plan which induces them to agree to reduction on their
claims that leave them burdened with a considerable part of their
expenditure for the damages caused by the war, is tl.le fact that the:
annuity is paid in a form lending itself to mobilization.

9166. 7. Financial Organization.

The organization and machinery of the Dawes Plan were based on
the conviction that it must find its proper guaranty in the interest of
all parties to carry it out in good faith. In aiming as 1.t_dxd at the
transference of the reparation payments from the political to the
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economic and business sphere, it presumed constant cooperation of
debtor and creditors alike. The new system goes further along the
same road, replacing the collaboration of separate administrative
and governmental organizations by common work in a purely finan-
cial institution, in the management of which Germany is to have an
appropriate part. The present administrative organizations can not
have. all the elasticity necessary for banking transactions of the
magnitude of the payment and transfer of the annuities; but the
new Bank in close association with the banks of issue and with
the banking facilities at its command will have all the necessary
means of effecting these operations without disturbance to the
German economy or to the economy of other countries. In addition,
it will be in a position to open up to trade new possibilities of de-
velopment. The operations which it is to undertake can not be
disturbed or hampered without irreparable damage to the credit of
the countries concerned. This assurance should make it possible to
limit the guaranties established under the present system for the
protection of the rights of the creditors, to the minimum required
for the prompt and facile commercialization of the mobilizable part
of the annuity.

T167. 8. Summary.

The proposed plan continues and completes the work begun by
the Dawes Plan, which the position alike of Germany and of the
other countries made it impossible to do more than indicate in out-
linein 1924. By the final reduction and fixation of the German debt,
by the establishment of a progressive scale of annuities, and by the
facilities which the new bank offers for lessening disturbance in the
payment of the annuities, it sets the seal on the inclusion of the
German debt in the list of international settlements. If it involves
appreciable reduction of payments to the creditor countries on what
might have been anticipated under the continued operation of the
Dawes Plan, it at the same time eliminates the uncertainties which
were inherent in that Plan and were equally inimical to the interest
of the debtor and to the creditors, by substituting a definite settle-
ment under which the debtor knows the exact extent of his obliga-
tions.

12. Conclusions

€168. It has been our object to make proposals for financial
obligations, which, with the conditions and safeguards that accom-
pany them, shall be within Germany's capacity to pay, and we
believe that we have achieved this purpose. We realize the re-
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sponsibility of this declaration, and we recognize how much depends
on the future attitude toward one another of the peoples which, by
ratification of their respective Governments, are to become parties
to this agreement. For the solution of the reparation problem is
not only a German task but in the common interest of all the
countries concerned; and it requires the cooperation of all parties.
If their attitude should be tinged with antagonism, even with suspi-
cion, or a desire to create or continue one-sided economic discrimi-
nations, a settlement perfectly feasible with good-will would sooner
or later encounter difficulties, so that the long, slow, patient task of
reconstruction in Europe would be definitely retarded. For with-
out good faith and mutual confidence, all agreements, all guaranties
are unavailing. If, on the other hand, our proposals are adopted
with good-will by all concerned, and the rest of the world has con:
fidence in the constructive value of this mutual accord, then indeed
there can be no reasonable doubt that the agreement will be capable
of complete fulfilment, and the nations it concerns will be brought
to a higher level of economic stability and of mutual understanding
than ever before.

9169. Finally, we would point out, like our predecessors on the
Dawes Committee, that:

We regard our report as an indivisible whole. It is not possible,
in our opinion, to achieve any success by selecting certain of our
recommendations for adoption and rejecting the others, and we
would desire to accept no responsibility for the results of such a
procedure nor for undue delay in giving execution to our Plan.

Pagris, June 7th, 1929.

FraNCQUI. A. PIRELLL

Gurt. SuvicH.

E. Moreav. KENGO MORI.

J. PARMENTIER. TAEASHI AOKL

Dr. HjALMAR SCHACHT. OweN D. YounG.
KasTL. J. P. MORGAN.

J. C. Stamp. TaomAas N. PERKINS,
C. Apbrs. T. W. LAMONT.
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II. ANNEXES

ANNEX I. Suggested Outline for the Organization of the Bank for
International Settlements [pars. 1-120].

[The Charter, Statutes and Trust Agreement prepared by the
Organization Committee embody completely the provisions set
forth by the Committee of Experts in this Annex, except that it
altered the detailed requirements for reserves and laid down gen-
eral rules for deposits.]

ANNEX II. [Definition of Reichsmark, pars. 121~122.]
ANNEX III. Mobilization [pars. 123~146].

ANNEX IV. Conditions of Postponement of Transfer and of Pay-
ment [pars. 147-154].

[The substance of thesé Annexes is incorporated in the text of
the Certificate of Indebtedness and the Trust Agreement.]
ANNEX V. Organization Committees [pars. 155-166].
[Execution of the provisions is described in the narrative.]

AxNEx VI. The Belgian Mark Claim [pars. 167_-187].

[See narrative, p. 135; text of agreement of July 13, 1929, in
Entwiirfe zu dem Gesetzem, p. 311, and exchange of notes of
January 20, 1930, 4greements, p. 140.]
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Anngx VII
9188. Distribulion of the Annuities Proposed by the Experts of the Creditor Countries Represented on the
Commiltee

1. We recommend that the Annuities set out in Part 8 of this Report should be distributed among the
creditor powers as follows:

{Millions of Reichamarks)
German
n British Bel- Ru- Portu- Po-

Fir‘xln;::_ml France Empire Italy gum | mania Serbia | Greece gal Japan | rq |U.S.A.| Total
1929-301 .| #418.8 53.1 42.8 0.7 - 72.4 - 6.0 13.2 0.5 65.9 742.8
1930-31 . .| 900.7| 366.8] 156.0 98.2 10.0 79.4 3.6 13.2 13.2 0.5 66.3 1,707.9
1931-32 . .| 838.4] 362.0| 190.8] 102.6| 12.0 79.8 6.7 13.2 13.2 0.5 66.1 1,685.0
1932-33 . .| 879.8| 364.5 196.3 105.3 13.0 79.4 6.9 13.2 13.2 0.5 66.1 1,738.2
1933-34¢ . .| 879.1 | 454.8| 192.4| 100.3| 13.9 72.4 7.2 12.6 11.9 0.4 59.4 1,804.3
193435 . .| 941.8; 450.%1 193.6 | 102.8| 14.7 72.8 7.2 12.6 11.9 0.4 50.4 1.866.9
1935-36 . .| 962.8 | 444.9F 195.2| 110.0| 16.% 72.6 7.2 12.6 11.9 0.4 59.4 1.892.9
1936-37 . . |1,004.1 | 438.1 197.2{ 116.9| 17.2 73.8 8.2 12.6 11.9 0.4 59.4 1,939.7
1937-38 ., ,.11,031.8| 452.6| 198.6| 114.7| 18.3 71.5 8.3 12.4 11.4 0.4 57.2 1,977.0
1938-39 . . [1,052.4 | 447.1 | 200.2| 114.8| 19.1 7.8 8.5 12.4 11.4 0.4 57.2 1,995.3
193940 . . [1,087.8 | 442.5| 204.% 117.0| 23.7 74.8 8.4 13.6 11.9 0.4 59.4 2,042.8
194041 . . [1,179.9 | 457.1 211,51 117.% 20.1 76.1 8.4 13.6 11.9 0.4 59.4 2,155.8
1941-42 . . |1,171.2] 456.3| 223.1| 123.9| 20.0 83.9 8.3 14.2 13.2 0.5 66.1 2,180.7
194243 . . |1,191.4 | €46.0| 225.5| 124.1| 20.6 88.2 8.3 14.2 13.2 0.§ 66.1 2,198.0
194344 . . |1,190.8] 439.8 | 227.8% 124.2 | 21.1 88.3 8.3 14.2 13.2 0.5 66.1 2,194.3

1 The year 1929-30 comprises only the seven months September, 1929, to March, 1930,
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© ANNEX VII — Concluded.
{Millions of Reichsmarks)

German

British

Bel-

Ru-

[os6}

Figancial | France | EIURR | Ntaly | gin | goni, | Serbia | Greece Portu- | Japan | P03 |U.S.A.| Total
194445 . . |1190.7 | 450.5| 230.5( 123.9| 21.1 | 85| 8.3 | 142 | 13.2 | o5 | 661 | 22075
1945-46 . . 1,190.8 | 439.1 233.3 ) 124.0§ 25.7 88.7 8.3 14.2 13.2 0.5 66.1 2,203.8
194647 . . |118811 | 432.4| 235.6| 124.1| 28.4 | 87| 83 | 142 | 132 [ o5 | 661 | 21005
1947-48 . . |1,185.2 ] 446.6 | 237.1 124.1 31.2 88.8 8.3 14.2 13.2 0.5 66.1 2,215.2
1948-49 . . |1,185.1{ 439.1] 239.4| 124.2( 31.2 88.8 8.3 14.2 13.2 0.5 66.1 2,210.0
1949-50 . . (1248.6| 430.6| 248.1| 134.6| 31.1- | 99.8| 81 | 15 | 152 | 0.6 | 76.1 | 2316.8
1950-51 . . |1.277.9| 4405 2601 | 1347 | 311 | oo 81 | 151 [ 152 | o6 | 76.1 | 23502
1951-52 . . [1,248.5| 441.1 272.8 | 134.7| 31.1 100.0 8.1 15.1 15.2 0.6 76.1 2,343.2
1952-53 . . [1,248.3 | 441.4| 275.6 | 134.7( 31.1 100.0 8.1 15.1 15.2 0.6 76.1 2,346.2
1953-54 . . |1,248.2| 445.6| 278.5 | 134.7 | 311 | 1001 | 81 | 15.1 | 152 | o6 | 76.1 | 2,353.3
195455 . . (1.248.1| 453.6| 281.3| 134.7| 31.1 | 100.7| 8.1 | 151 | 15.2 | 0.6 | 7.1 | 23686
1955-56 . . |1.248.2 | 4442 | 285.4| 1347 311 | aon2| 81 | 1501 | 152 | o6 | 76 | 2,359.8
1956-57 . . |1.248.1 |-434.7 | 2890 1349 | 3101 | 1012 81 | 151 | 152 | 06 | 761 | 2.354.2
1057-58 . . |1.27816 |- 407.3 | 292.6 | 134.9 | 31.1 | 102:2| 81 | 151 | 15.z2 | 0.6 | 761 | 2361.8
1958-59 . . 11,302.8 | 410.2{ 296.7 | 134.8] 31.1- 103.1 8.1 15.1 15.2 0.6 76.1 2,393.8
195960 . . [1.278.4| 408.3| 200.8| 134.8| 31.1 | 103.2( 8.1 | 151 | 15.2 | 0.6 | 761 | 237006
1960-61 . .|1.278.2| 406.1| 310.8| 134.7 | 311 | 104.5| 81 | 151 | 152 | 0.6 | 761 | 23805
1961-62 . . |1,278,2| 412.0] 321.5 134.5  31.1 105.9 8.1 15.1 15.2 0.6 76.1 2,398.3
196263 . . |1,278.1 400.5 | 324.8 | 134.8( 31.1 105.9 8.1 15.1 15.2 -0.6 76.1 2,390.2
1963-64 . .[1278.0| 410.1| 327.8| 134.6 | 311 | 106.0{ 81 | 151 | 152 | 0.6 | 76.1 | 2,402.6
196465 . . [1.277.9| 406.3 | 331.0 | 134.9| 31.1 | 106.0] 81 | 151 | 152 [ 0.6 | 76.1 | 2402.1
1965-66 . .11.207.5 | 41006 | 334.01 134.5] 3101 | 10601 81 | 151 | 152 | o6 | 761 | 24288

08T
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Average, 192068 . [1,046.5 | 409.0) 213.7]| 1ns.s 20.3 84.0 1.0 13.2 13.2 0.3 66.1 1,988.8
1966-67 , .| 794.2| 357.2{ 2900.1 §3.1| .7 22.7 9.7 8.2 - - 40.8 1.607.7
1967-68 . .1 794.1 | 346.7 | 295.1 52.8 36.8 22.7 9.7 8.2 - - 40.8 1,606.9
1968-69 . .| 790.9| 349.4] 302.3 53.0 | 39.8 22.7 9.7 8.2 - - 40.8 1.616.7
196970 . .| 787.7| 355.7| 309.3 53.1| 42.9 22.7 9.7 8.2 - - 40.8 1,630.0
1970-11 . .| 787.8| 361.2| n17.6 53.2| 42.9 22.1 9.7 8.2 - - 40.8 | 1,643.7
1971-72 , .| 787.3| 361.8| 3277 52.8| 429 22.7 9.7 8.2 - - 40.8 1,653.9
1972-73 . .| 787.1| 366.1| 332.0 52.8| 42,9 22.7 9.7 8.2 - - 40.8 | 1,662.3
1973-74 . .| 786.9 | 365.4] 336.3 52.8| 42.9 22.6 9.7 8.2 - - 40.8 | 1,665.7
1974-75 . .| 786.8{ 364.1 340.8 52,8} 42.9 22.6 9.7 8.2 - - 40.8 1,668.4
1975-76 . .| 786.6 | 366.4 | 34¢.6 53.2| 42,9 22.6 9.7 8.2 - - 40.8 1,675.0
1976-77 . .| 786.3| 363.8] 350.8 $3.5| 4.9 22.6 9.7 8.2 - - 40.8 1,678.7
1977-78 . .| 786.1 | 364.8| 356.9 53.3| 4.9 22.6 9.7 8.2 - - 40.8 1,685.4
1978-79 , .| 785.9| 365.1| S67.1 53.2 | 42.9 22.6 9.7 8.2 - - 40.8 | 1,695.§
1979-80 . .| 785.7] 364.7} 372.9 52.9 | 429 22.6 9.7 8.2 - - 40.8 1,700.4
198081 . .| 785.5| 363.5] 385.1 53.11 4.9 22.6 9.7 8.2 - - 40.8 1,7111.3
1981-82 ., .| 785.2| 365.7 | 400.1 53.3| 429 22.6 9.7 8.2 - - - 1,687.6
1982-83 , .| 785.0] 362.9 | 407.2 53.4| 429 22.6 9.7 8.2 - - - 1,691.8
1983-84 . .| 784.7| 372.0} 409.8 53.4| 429 22.6 9.7 8.2 - - - 1,703.3
1984-85 , | 784.4| 346.2| 416.5 53.0f 42.9 22.6 9.7 8.2 - - - 1,683.5
1985-86 . .| 784.1 [~—414.11 418.8 §3.0| 42.9 22.6 9.7 8.2 - - - 925.1
1986-87 , .| 783.9 [—414.1Y 425.0 53.3 ¢ 42.9 22.6 9.7 8.2 - - - 931.4
1987-88 . .| 753.3 |—372.11 382.6 50.6 | 42.9 22.6 9.7 8.2 - - 897.8

1 These suma correspond to the excess war debt receipts of Great Britain over war debt payments during these three years.
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9189. 2. We recommend that out of the unconditional an-
nuity of 660,000,000 Reichsmarks the amount of 500,000,000
Reichsmarks should be allocated to France subject to the provision
of a Guaranty Fund by the French Government in accordance
with the arrangements set out in Annex VIII. Out of the re-
mainder of the unconditional annuity, after allowing for the serv-
ice of the Dawes loan, 42,000,000 Reichsmarks will be apportioned
to Italy. So far as concerns the balance of the unconditional
annuity, ! and the amounts by which it is increased as the require-
ments for the service of the Dawes loan become less and cease,
Italy will have no claim until so much of the balance as may be
required for an equitable apportionment shall have been allotted,
by agreement of all the Governments, to the remaining powers
entitled to share in the annuities provided for by this Plan.

9190. 3. The schedule of deliveries in kind set out in Part 8 (f)
shall be allocated among the creditor Governments as follows:?

1 The remaining amount was apportioned by par. 2 of the protocol of August 3,
1929; gee p. 75-76,

3 The table is shown in its successive stages; see also p. 80-85.
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France! Britain Italy1 Belgium anan Serbia | Portugal [ Rumania| Greece

54.45% 23.05% 10% 4.5 . 15% 5% 0.75% | 1.10% | 0.40%
(408.4) 430.9{ 172.9 (75.0) 52.8 33.7 5.6 37.5 5.6 8.3 3.0
(381.2) 398.7 161.4 (70.0) 52.5 n.s 5.2 35.0 5.2 7.7 2.8
(353.9) 366.4 | 149.8 (65.0) 52.8 29.2 4.9 31.5 4.9 1.2 2.6
(326.7) 334.2 138.3 (60.0) 52.5 27.0 4.5 30.0 4.5 6.6 2.4
{299.5) 302.0 | 126.83 (55.0) 52.5 24.7 4.1 21.% 4.1 6.1 2.2
(272.3) 269.8 | 115.3 (50.0) 52.8 22.8 3.7 25.0 3.7 5.5 2.0
(245.0) 237.8 | 103.7 (45.0) 52.5 20.2 3.4 22.8 3.4 5.0 1.8
(217.8) 205.3 92.2 (40.0) $2.5 18.0 3.0 20.0 3.0 4.4 1.6
(190.6) 173.1 80.7 (35.0) 52.5 15.7 2.6 17.5 2.6 3.9 1.4
(163.3) 140.8 69.1 (30.0) 52.8 13.8 2.3 15.0 2.3 3.3 1.2

1 As modified by the Annex to Appendix 2 of the protoco! of August 31, 1929,
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Table showing the Distribution of Deliveries in Kind among the Creditor Powers*®

(Replacing the table of par. 190 of Annex VII to the Experts’ Plan and that of the Annex to Appendix 2 to Annex IX of The Hague Pro-
tocol of August 31, 1929)

(In thousands of Reichsmarks)

FRANCE
S Ital Belgiu
ritain y um
Deliveries | $£5:0% | Total Rec. Act

T

272,293.0 21,507.0 293,800 46,036.00 37,000 24,500.00
364,090.4 36,609.6 400,700 190,964.00 52,500 33,750.00
305,540.0 32,860.0 338,400 186,638.70 52,500 31,500.00
306,180.6 30,219.4 336,400 140,718.85 52,500 29,250.00
304,506.3 29,693.7 334,200 138,270.60 52,500 27,000.00
274,773.4 27,226.6 302,000 126,782.50 52,500 24,750.00
| 225,977.9 23,182.1 249,160 107,948.70 52,500 20,837.50
196,314.9 20,545.1 216,860 95,669.70 52,500 17,756.25
166,674.6 17,985.4 184,660 83,750.10 52,500 14,675.00
137,124.4 15,335.6 152,460 71,411.25 52,500 11,593.75

45,274.5 4,710.5 49,985 21,934.60 15,500 637.50

\o Transition régime (1. IX. 29-31. II1. 30) .
Year of deliveries in kind (1. 1V, 30-31. 1IL. 31)

ws  Second year (1931-32) .
‘Third year (1932-33) .
Fourth year (1933-34)
Fifth year (1934-35) . .
‘Sixth year (1935-36) .
Seventh year (1936-37)
Eighth year (1937-38) .
Ninth year (1938-39)
Tenth year (1. IV. 39-31. VIII. 39)

Total . . . . . . .

2,598,750.0 | 259,875.0 | 2,858,625 |l 1,210,125.00 | 525,000 | 236,250.00

1 Appendix I to Regulations for Deliveries in Kind, Annex IX to Agreement of January 20, 1930, Agreements, p. 98,

87
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Table showing the Distribution of Deliveries in Kind among the Creditor Powers — Continued

(Replacing the table of par. 190 of Annex VII to the Experts’ Plan and that of the Annex to Appendix 2 to Annex 1I of The Hague Pro-

[s86]

toco! of August 31, 1929)
(In th ds of Reich La)
Yugo- | Portu- | Ru- Total
Japan alavia gal mania1| Greece Deliveries Rec, Act Total
Transition régime (1. IX.29-31.1I11.30) . | 2,550 | 26,000 | 4,600 - -| 366,943.00 67,543.00 | 434,486.00
VYear of deliveries in kind (1. IV, 30-31.

1L 31) . . . . . 5,625 37,500 6,548 9,000 3,000 512,013.40 227,573.60 739,587.00
Second Year (193!-62) . . N 5,250 35,000 4,800 6,950 2,800 444,340.00 219,498.70 663,838.70
Third year (1932-33) . . . . 4,875 32,500 4,500 7,150 2,600 439,555.60 170,938.25 610,493 .85
Fourth year (1933-34) . . . . 4,500 30,000 4,402 6,600 2,400 431,908, 30 167,964, 30 599,872.60
Fifth year (1934-35) . « . . 4,125 27,500 4,128 6,050 2,200 396,023.40 154,009.10 550,032.50
Sixth year (1935-36) . . . . 3,750 23,300 3,328 5,500 2,000 337,193.40 131,130.80 468,324.20
Seventh year (1936-37) . . . 3,375 19,400 2,742 4,950 1,800 298,838.15 116,214.80 415,052.95
Eighth year (1937-38) . . . . 3,000 16,600 2,156 4,400 1,600 261,605.60 101,735.50 363,341.10
Ninth year (1938-39) . . . 1,825 13,200 1,570 3,850 1,400 223,063.15 86,746.85 309.810.00
Tenth year (1. IV, 39-31. VllI. 39) . 500 1,500 604 3,300 1,200 68,516.00 26,645.10 95,161.10
Total . . . . . .| 39,375 | 262,500 | 39,375 | 57,750 | 21,000 | 3,780,000.00 | 1,470,000.00 | 5,250,000.00

1 If the R jan Gov and the G firme sub ly agree that the quota fixed in respect of a given period shall be

di ion shall be applied by b the German and Rumanian Governmenta to the other annui-

a
ties. The distribution in respect of the other Powers shall, however, not be changed.
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€191. Proceeds of Reparation Recovery Acts already in force,
or of systems substituted therefor by agreement with the German
Government, shall be reckoned as deliveries in kind for this purpose.!

9192. 4. The sums received under the Dawes Plan in respect
of the period April 1 to August 31, 1929, shall, after allowing for
expenses in respect of administration of the Dawes Plan and
armies of occupation, be redistributed to the extent necessary to
provide each of the creditor powers with cover for its net debt out-
goings during the year ending March 31, 1930 (these outgoings
are as stated in Part 8 of the Report). The necessary adjustments
for this purpose could be made against the payments during the
last seven months of that year. 2

9193. 5. It is suggested that the division between the creditor
Governments proposed in the present Annex should be accepted
as a definitive settlement of all questions relating to the distribu-
tion of German payments and should not be affected by any ex-
isting arrangements or by the result of accounts relating to past
transaction.

194. On the other hand it is not suggested that the present
Plan should affect or disturb in any way any existing interallied
agreements relating to payments, cessions or deliveries on the
part of the powers formerly allied with Germany. It may, how-
ever, prove necessary to examine any provisions of these agreements
under which receipts by the creditor powers.could be accounted

1 See the British and French agreements of J. anuary 2 and 18, 1930, Annex X to the
agreement of January 20, Agreements, p. 100. .

t See Art. I of the financial agreement (Annex Pof the protocol of August 31), p. 189,

and p. 61,
Itis p d by the arr b the creditor powers (A greements, p. 143):
“For the appheauon of par. 192 of the Annexes to the Experts’ Report, & sum of
118,100,000 R ks will be handed over to Great Britain, Italy and Greece out of

the receipts in respect of the last ive months of the Dawes Plan.
“This payment will be divided as follows:

Reichsmarks
Great Britain . . . . . . . « 102,000,000
Ital . . . . . . . . . . 14,800,000
Greece . . . . . . . . . . 1,300,000

*It will be charged on the excesses of the various Powers in the following amounts:

Reichsmarks
France , . B - . . . . . 89,380,446
Belgium . . . . . . . 12,014,283
Japan . . . . . . . . «  2,527.350
Yugoslavia . . . . . . . . 13,021,695
Portugal . . . . . . . . . 134,661
Rumania . . . . . . . . . 912,920
Poland . . . . . . . . . 108,645"
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for as between themselves in terms of German C Bonds in order
that they may be given an application consistent with their original
practical purpose.

9195. 6. The approval of the Report by the Experts of the
principal creditor countries is made formally contingent on this
distribution.

ANNEX VIII. GuaranNTY FUND IN RESPECT OF UNCONDITIONAL
ANNUITIES

9196. 1. The Experts of the principal creditor Governments
have agreed that there shall be assigned to France out of the un-
oonditional annuity 500,000,000 Reichsmarks, in order to allow her
to mobilize a substantial part of her share in the total annuity.

9197. The aforesaid experts consider that this assignment
should be final, and in no case subject to diminution, but should
continue to be included in the total assigned to France subject only
to the alteration contemplated in the Special Memorandum signed
concurrently with the Report of this Committee.

9198. 2. In order to equalize the short payments to other
creditors which would arise from a postponement of the postponable
portion of the annuity, it was agreed that France should deposit a
special guarantee fund with the Bank for International Settlements.

9199. 3. On the coming into force of this Plan, France will give
to the Bank for International Settlements an undertaking to deposit
in a Trust Fund, on the demand of the Bank for International
Settlements foreign currencies to a total value of 500,000,000
Reichsmarks. It is understood that this demand will not be made
until action has been taken leading to the calling of the Advisory
Committee referred to in Part 8 (¢) of the Report. The amount of
500,000,000 Reichsmarks will be reduced by the amount of any
payments made by France under par. 4 below. The Bank ﬁzr
International Settlements may retain this deposit as _long as it
deems necessary, but shall pay interest on it at its maximum cur-
rent rate for long-term deposits. This deposit, if it is agreed that
it shall remain for more than five years, shall be entx_tled to par-
ticipate in the profits of the Bank divisible under Section XI, 5 of
Annex L. !

€200. 4. As soon as mobilization of any part of the French
annuity has been effected, France will deduct from the proceeds

1 See Art. 53¢ of the Statutes of the Bank.
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109, thereof, or 500,000,000 Reichsmarks, whichever is the less, and
will deposit it to the credit of the Trust Account of the Bank for
International Settlements referred to in the preceding paragraph.

9201. 5. Upon postponement of transfer of any payment due
from Germany, the Bank for International Settlements shall take
the following steps:

Y202. (a) offer to the creditors, other than France, devisen up
to the amount necessary (but not exceeding 500,000,000 Reichs-
marks divided if necessary proportionately) to insure to each of
them receipts in devisen equal to the amounts they would have
received had the non-postponable annuity been distributed in the
same proportions as the total annuity;

9203. (b) debit the Trust Fund set up under par. 2 above with
the amount of devisen actually utilized under § (a);

9204. (¢) receive from each creditor, in exchange for devisen
accepted under § (@), an assignment in favor of the Trust Fund
of an equivalent amount of the annuity, transfer of which has been
postponed.

€205. 6. As and when Germany effectively transfers the post-
poned amounts, the Bank will credit to the Trust Fund its share
thereof in accordance with the assignment in par. 5 (c) above.

2. PROTOCOL APPROVED AT THE PLENARY SES-
SION OF THE HAGUE CONFERENCE HELD ON
AUGUST 31, 1929*

[The protocol itself deals almost exclusively with transitional details
respecting the necessary committees and the reconvening of the con-
ference (supra, p. 35). The permanent part of the protocol is Art. 2,
which “accepted the said Plan in principle’’ and distributed the un-
allotted remainder of the nonpostponable annuity (see p. 75). The
permanent portions of the annexes are given below:]

Annex I. Financial Agreement between the Belgian,
British, French, Italian and Japanese Delegations, and
the German Delegation, in so far as Germany is con-
cerned

The Belgian, British, French, Italian and Japanese Delegations,
and the German Delegation, in so far as Germany is concerned,
have agreed on the following arrangements with a view to securing
the approval in principle of the Experts’ Report, viz.: —

% British Parliameatary Papers, Miscellaneous No. 5 (1929), Cmd. 3392,
1988]
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1. In accordance with pars, 83 and 84! of the Experts’ Report
of June 7, 1929, and par. 1922 of the Annexes, Great Britain will
receive, out of the payments due by Germany in respect to the last
five months ef the fifth Dawes Annuity, the amount (estimated
at 100 million gold marks) which is required together with her
receipts under the Dawes Plan, to cover in full her net debt out-
goings during the year ending March 31, 1930, and the current
costs of the British Army of Occupation up to August 31, 1929,

In pursuance of the same provisions, Italy and Greece will re-
ceive the sums required to cover in full their debt outgoings during
the year ending March 31, 1930, as defined in par. 93% of the
Experts’ Report.

II. Save as provided in the preceding article, Germany, Great
Britain, Italy and Japan make, and will make, no claim on the sums
paid or payable by Germany in respect of the last five months of
the Afth Dawes Annuity, including the sum of about 79,000,000
gold marks due in September, 1929.

In return Belgium and France guarantee to Great Britain to the
extent of their liability the payments for which they are responsible
in accordance with Art. III below.

III. The Belgian and French Governments guarantee without
reserve the payment to Great Britain, in addition to the annuities
allocated to her by the Experts’ Report, of an annuity of 19,800,000
Reichsmarks for 37 years as from 1929,¢ to be paid in sterling in
such instalments as may be agreed. The division of this annuity
between the French and Belgian Governments will be the subject
of a special agreement between them, which will be communicated
to the British Government. §

1V. Italy having undertaken to apply in favor of Great Britain
a part of the claims to which she is entitled under the Agreements of
September 10, 1919, and December 8, 1919, in regard to the costs
of liberation and the ceded properties, guarantees to Great Britain

iP. 158,

1 P. 186.

® Table, p. 161.

¢Of which 16,650,000 Reichsmarks by France and 3,150,000 by Belgium. (As-

b the creditor p , 9, Agr p. 144).

8 It is provided by the ar between the creditor powers (Agreements, p. 144):

*8. The annuities provided by Arts. 11l and IV of Annex I of the Hague Protocol
of August 31, 1929, shail be paid in two equal instalments on July t and January 1 in
each year, from July 1, 1930, to January 1, 1966. For the current year, in the absence
of any different arrangement, the whole amount shall be paid on March 15, 1930, with
interest at 53%%_from October 1, 1929."
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without reserve a further annuity of 9,000,000 Reichsmarks for
37 years, as from 1929, to be paid in sterling in such instalments as
may be agreed.?

V. For the purposes of the two preceding articles, the Reichs-
mark is defined as in par. 911 of the Experts’ Report and in the
letter from Dr. Schacht dated June 6, 1929 (Annex II to Experts’
Report).

VI. Itis agreed that the payments due to each of the Creditor
Governments in respect of their net war debts shall be made by the
Bank for International Settlements on the dates fixed by the various
funding agreements for the payment of the war debt annuities. 2

VII. The amount of the unconditional annuity provided for in
par. 892 of Chap. VIII of the Experts’ Report shall be fixed at
612,000,000 Reichsmarks a year (excluding whatever sums are re-
quired for the service of the German External Loan, 1924). Out of
the balance of the unconditional annuity not distributed by the
Experts’ Report, 55,000,000 Reichsmarks a year will be allocated
to the British Empire, and 6,600,000 Reichsmarks to Japan.

HENRI JASPAR, President.
M. P. A. HANKEY, :
Secretary-General.

Annex II, Agreement regarding Deliveries in Kind
(Excerpt)

1. {[Provides for drawing up new regulations for deliveries in kind ?
under par. 138 of the Experts’ Report and that they shall not contain
permission to export in the manner provided for in par. 139.]

11t is provided by the arrangement between the creditor powers (A greements, p. 144):

*‘8. The annuities provided by Arts. III and IV of Annex I of the Hague Protocol
of August 31, 1929, shall be paid in two equal instalments on July 1 and January 1 in
each year, from July 1, 1930, to January 1, 1966. For the current year, in the absence
of any different arrangement, the whole amount shall be paid on March 15, 1930, with
interest at 5%4% from October 1, 1929.”

3 It is provided by the arrangement between the creditor powers (A greemenis, p. 144):

*7. In order to give effect to Art. VI of Annex I of the Protocol of August 31, 1929,
the French and Italian Governmenta agree to pay to Great Britain during each of the
36 fi ial years ing April, 1930, the annuities provided for in their respective
War Debt Funding Agreements by equal monthly instalments on the 15th of each
month, instead of in half-yearly instalments on September 15 and March 13 of each

year.
"The dates of the release of the Italian gold deposit provided for in Art. 7 of the
Anglo-Italian War Debt Funding Agr will be ilarly modified."”
For the agreements referred to ete Parliamentary Papers, Cmd. 2580 and 2692.

3 Not reprinted; see Agreements, p. 80.
[990]
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II. The Belgian, British, French, Italian and Japanese Govern-
ments agree that the British and French Governments have the
right to a Reparation (Recovery) Act levy pari passu with any
Deliveries in Kind, including those furnished under a moratorium,
that is to say, that of the total amount transferred in any year in
Deliveries in Kind (including the quotas under the Reparation
Recovery Acts), the quota under the British Reparation (Recovery)
Act will amount to 23.05% and the quota under the French Repa-
ration (Recovery) Act to 4.95%. The German Government makes
& reserve in so far as concerns the possible application of the Repa-
ration (Recovery) Acts after the expiry of the 10 years’ program of
Deliveries in Kind laid down in the Experts’ Report.

I11. The Italian Government undertakes, as part of the present
agreement, to execute the arrangement laid down in Appendix 2
hereto in the matter of imports of coal to Italy.

HENRI JASPAR, President.

M. P. A. HANEEY,
Secretary-General.

AppPENDIX 1 TO ANNEX II }

With a view to safeguarding the financial, commercial and eco-
nomic interests of the several signatory Governments, the following
procedure shall be applied to the special programs for deliveries in
kind:

(a) In the case of any such special program involving an exten-
sion in any of the first 10 years of the Experts’ Report of the pro-
gram of deliveries in kind laid down in the Report for that year.

(%) In the case of any special program after the first 10 years.

These special programs shall be submitted for approval to a
committee, which shall be convened by the Bank for International
Settlements and on which each of the signatory Governments may
have a representative. This committee shall take decisions by a
majority vote. If a member of the committee considers that the
interests of his Government as defined above are prejudi.ced by the
decision of the committee, he may suspend the execution .thereof
in whole or part and refer the decision to the arbitrator pmvxdt?d for
hereafter, on condition that he furnishes the arbitrator V{lth a
reasoned statement of his objections within 2 maximum period of
seven days. The arbitrator shall give a decision within 14_ days

1 Enacts part of Report, Annex IV, Sec. 4
[991]
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concerning the approval or the rejection of the program or of the
part of the program in dispute.

The arbitrator shall be of neutral nationality, and shall be of
high commercial and financial standing. He shall be appointed
by the signatory Governments acting unanimously or, failing
unanimity, by the president of the Permanent Court of Inter-
national Justice.

"HENRI JASPAR, President.

M. P. A, HANKEY,

Secretary-General.

AprpENDIX 2 TO ANNEX II. Provides for Italian purchase of
British coal (see supra, p. 84).

ANNEX TO APPENDIX 2. ARRANGEMENT BETWEEN THE FRENCH
AND ITALIAN GOVERNMENTS REVISING THEIR DELIVERIES IN
KiNo ScHEDULES (see first table under Report, ANNEXES,
PAR. 190, p. 183).

ANNEX III. AGREEMENT UPON THE TRANSITION PERIOD.

ANNEX IV. AGREEMENT UPON Costs OF OCCUPATION.

-

3. AGREEMENT WITH GERMANY

The Representatives of Germany, Belgium, France, Great
Britain, Italy and Japan, meeting at Geneva on September 16,
1928, expressed their determination to make a complete and final
settlement of the question of reparations and, with a view to at-
taining this object, provided for the constitution of a Committee
of Financial Experts. ‘

With this object the Experts met at Paris and their report was
made on June 7, 1929. Approval in principle was given to this
report by the Hague Protocol of August 31, 1929.

The duly authorized representatives of the Government of
the German Reich, the Government of His Majesty the King of -
the Belgians, the Government of the United Kingdom of Great
Britain and Northern Ireland, the Government of Canada, the
Government of the Commonwealth of Australia, the Government
of New Zealand, the Government of the Union of South Africa,
the Government of India, the Government of the French Re-
public, the Government of the Greek Republic, the Government
of His Majesty the King of Italy, the Government of His Majesty
the Emperor of Japan, the Government of the Republic of Poland,
the Government of the Republic of Portugal, the Government of

[9921
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His Majesty the King of Rumania, the Government of the Czecho-
slovak Republic and the Government of His Majesty the King
of Yugoslavia

Have reached the following agreement:

ArticLE 1. The Experts' Plan of June 7, 1929, together with
this present Agreement and the Protocol of August 31, 1929 (all of
which are hereinafter described as the New Plan) is definitely
accepted as a complete and final settlement, so far as Germany is
concerned, of the financial questions resulting from the War.
By their acceptance the signatory powers undertake the obliga-
tions and acquire the rights resulting for them respectively from
the New Plan.

The German Government gives the Creditor Powers the solemn
undertaking to pay the annuities for which the New Plan provides
in accordance with the stipulations contained therein.

Art. II. As from the date the New Plan is put into execution
as provided in the final clause of this present Agreement, Germany's
previous obligation is entirely replaced, except in respect of the
German External Loan 1924, by the obligation laid down in the
New Plan. The payment in full of the annuities there mentioned,
in so far as the same are due to the Creditor Powers, is accepted
by those powers as a final discharge of all the liabilities of Germany
still remaining undischarged, referred to in Sec. XI of Part I of
the Dawes Plan as interpreted by the decisions of the Interpreta-
tion Tribunal set up under the London Agreement of August 30,
1924,
~ Arr. III. A. The signatory Governments recognize that the
accounts between the Reparation Commission and Germany
relating to transactions prior to the period of the Dawes Plan, to-
gether with all accounts involving credits to Germany, either now
or in the future, against the original capital debt are henceforgh
obsolete and without practical effect and declare them closed in
their present condition.

B. (a) Inexecution of par. 143 of the Experts’ Report of.]une 7,
1929, on the understanding that the following declaration is to be
considered as a full compliance with the requirement:s of that
paragraph as to a waiver, Germany declares that she waives every
claim as defined by the following list, whether for a payment or
for property, which she may have addressed or might hereafter
address to the Reparation Commission or to any Creditor Power
signatory to the present agreement for any transaction prior in date
to the signature of this agreement, connected with the World War,
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the armistice conventions, the treaty of Versailles or any agree-
ments made for their execution: .

(1) claims relating to property or pecuniary rights of prisoners
of war in so far as they have not already been settled by special
agreements;

(2) claims seeking to obtain the reimbursement of payments made
under par. 11 of the Annex to Art. 296 of the treaty of Versailles;

(3) claims relating to loans issued by the former German colonies;

(4) any claims, whether for a payment or for property, which the
German Government has presented or might present for its own
account other than state claims notified, under the clearing pro-
cedure provided for under Arts. 296 and 72 of the treaty of Ver-
sailles, by the Creditor to the Debtor Office.

() By way of reciprocity the Creditor Powers accept in con-
formity with the recommendation of par. 96 of the Experts’ Report
of June 7, 1929, the payment in full of the annuities fixed thereby
as a final discharge of all the liabilities of Germany still remaining
undischarged and waive every claim additional to those annuities,
either for a payment or for property, which has been addressed or
might be addressed to Germany for any past transaction falling
under the same heads of claim as those appearing under (1) to
(4) above.

(¢) The provisions of the present article do not affect the exe-
cution of agreements later in date than January 10, 1920, for the
abandonment of the liquidation of German private property, rights
or interests or the restitution either of those properties, rights or
interests or the proceeds of their liquidation.

C. (a) The Creditor Governments undertake, as from the date
of the acceptance of the Experts’ Report of June 7, 1929, to make
no further use of their right to seize, retain and liquidate the prop-
erty, rights and interests of German nationals or companies con-
trolled by them, in so far as not already liquid or liquidated or
finally disposed of, including the rights of the signatory Creditor
Powers under Art. 306, pars. (5), (6) and (7) of the treaty of Ver-
sailles. -

() The execution of this undertaking will be regulated by special
agreements between the German Government and each of the
Governments concerned.

(¢) The signatory Governments will use every effort to clear up
definitely all outstanding questions relating to the execution of this
undertaking within one year after the coming into force of the New
Plan. :
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(d) This undertaking has no application in cases where special
settlements have already been made.

D. All or some of the questions mentioned in the present article
as to the waiver of claims and the cessation of liquidation are gov-
erned, as between the German Gavernment on the one hand and
the following Governments respectively on the other hand, by the
Agreements concluded on the following dates, that is to say:!
Belgium, July 13, 1929, and January 16, 1930; Great Britain,
December 28, 1929;* Canada, January 14, 1930; Commonwealth
of Australia, January 17, 1930; New Zealand, January 17, 1930;
France, December 31, 1929; Italy, January 20, 1930; Poland,
October 31, 1929.

Art. IV. From and after the date on which the New Plan comes
into force, the Office for Reparation Payments and the organiza-
tions in Berlin connected therewith shall be abolished and the rela-
tions with Germany of the Reparation Commission shall come to
an end,

Under the régime of the New Plan only those of the functions
of these organizations the maintenance of which is necessitated by
the New Plan will continue in existence; these functions will be
transferred to the Bank for International Settlements by the “Small
Special Committee;"? the Bank for International Settlements will
exercise them within the conditions and limits of the New Plan in
conformity with the provisions of its Statutes.

Under the régime of the New Plan the powers of the Creditor
Powers in relation to Germany will be determined in accordance
with the provisions of the Plan.

In regard hereto the representatives of the Belgian, British,
French, Italian and Japanese Governments and the Representatives
of the German Government have made the declarations contained
in Annex 1.4

The other measures necessary in view of the change from the
present system to that of the New Plan, are those provided for in
Annex I1.%

ArT. V. The annuities mentioned in the present Agreement

1 Texts In Entwlirfe sy den Gesetsen, Funfter Teil.

? British Parliamentary Paper, Misc. No. 3 (1930), Cmd. 3486.

9 Provided for in the Report, Annex V, 2, and made up of two members of the
Orsanization C. . ives of G

. the Agent General and the
Reparation Commiasion,
¢ See text, sugra, p. 46.
% For permanent provisions see notes to pars. 142 and 146 of the Report, m#ra, p. 171,
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include' the amounts required for the service of the German Ex-
ternal Loan, 1924. These annuities do not include the amounts
which the Experts’ Plan of June 7, 1929, assigns to the United
States of America.

Art. VI. The contracting parties recognize the necessity, with
a view to putting into force the New Plan, of the constitution of the
Bank for International Settlements. They recognize the corporate
existence of the Bank to take effect as soon as it is constituted in
accordance with the Statutes annexed to the law incorporating the
Bank which is the subject of the convention concluded with the
Government of the Swiss Confederation.!

Arr. VII. The Government of the Reich will deliver to the
Bank for International Settlements, as Trustee for the Creditor
Powers, the Debt Certificate referred to in Annex III.2

Further, the German Government guarantees that the German
Railway Company (Deutsche Reichsbahngesellschaft) will deliver
to the Bank for International Settlements the Certificate mentioned
in Annex IV.3?

Art. VIII. With a view to facilitating the successful working
of the New Plan the German Government declares spontaneously
that it is firmly determined to make every possible effort to avoid
a declaration of postponement and not to have recourse thereto
until it has come to the conclusion in good faith that Germany's
exchange and economic life may be seriously endangered by the
transfer in part or in full of the postponable portion of the annuities.
It remains understood that Germany alone has authority to decide
whether occasion has arisen for declaring a postponement as pro-
vided by the New Plan. .

Art. IX. The German Govemment undertakes to take the
measures necessary for the enactment of the special laws required
for the application of the New Plan, that is to say —

(a) the law for the amendment of the Bank Law of August 30,
1924, in accordance with Annex V; ¢

(b) the law for the amendment of the law of the Deutsche Reichs-
bahngesellschaft, in accordance with Annex VI. 5.

These laws may only be amended in the conditions and in accord-
ance with the procedure laid down by Annexes VA and VIa.

1 See text, p. 203.
1 See text, p. 232.
3 Not reprinted; for text see Agreements, p. 39.
4 Not reprinted; for text see Agreements, p. 40.
5 Not reprinted; for text see Agreements, p. 45,
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The German Government further undertakes to apply the pro-
visions contained in Annexes VII ! and XI * relating to the assign-
ment of the proceeds of certain taxes by way of collateral security
for the service of the several parts of the German annuities.

Art. X. The contracting parties will take in their respective
territories the measures necessary for securing that the funds and
investments of the Bank, resulting from the payments by Germany,
shall be freed from all national or local fiscal charges.

The Bank, its property and assets, and also the deposits of other
funds intrusted to it, on the territory of, or dependent on the admin-
istration of, the parties shall be immune from any disabilities and
from any restrictive measures such as censorship, requisition, seizure
or confiscation, in time of peace or war, reprisals, prohibition or
restriction of export of gold or currency and other similar inter-
ferences, restrictions or prohibitions. ?

ArT. XI. The Governments of the Creditor Powers have
settled the text of a Trust Agreement, appearing in Annex VIII, ¢
for the receipt, management and division of the German annuities.

The Bank for International Settlements upon its establishment
will be invited to give its adhesion to the agreement, and the
Governments referred to will appoint delegates with the powers
necessary to sign.

The German Government declares that it has been informed of
the text of the agreement.

ArT. XII. The system of deliveries in kind will be governed
by the provisions contained in Annex IX hereto ® and in the second
Annex! to the Protocol of August 31, 1929.

The methods of administering the law of Great Britain entitled
“The German Reparation (Recovery) Act 1921" and the levy on
German imports into France have been settled by agreements
between the German Government on the one hand and the British

1 Deals with former lled Ag p. 67, and sspra, p. 68,

9 Not reprinted; for text see A greements, p. 105. The gystem established for eecuring
pay of the } loan i inuing the in force under the
. of assi

d unde:‘meDaqula.n. ‘The proceeds of the taxes
pledged to loan eervice are remitted to an account of the trustees monthly and are
released when the monthly loan requirements are met.

(Y. par. 10 of the Charter of the Bank, p. 206.

4 See text, p. 220,

 Not reprinted; for text see Agreements, p. 80.

 This annex ia largely transitional, except for certain technical details. The perma-
nent part of it, enacting the Experts’ Report, Annex IV, 4, is printed at p. 191.
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and French Governments respectively on the other; the text of
these Agreements is set out in Annex X.!

Art. XIII. The German Government confirms all the priori-
ties, securities and rights hitherto created for the benefit of the
German External Loan, 1924, and declares that nothing in the
New Plan or in consequence of the termination of the Dawes Plan,
diminishes or varies the nature and extent of its prior obligations
and engagements assumed under the General Bond ? securing said
loan, all of which are preserved in their integrity. The Govern-
ments of the other signatory powers similarly confirm and recognize
the absolute prior position of the service of the German External
Loan, 1924, and declare, in so far as they are concerned, that all
the priorities, securities and rights hitherto granted said loan
remain unimpaired including those under the London protocol
dated August 30, 1924.® In particular, but without limiting the
foregoing general declarations, the Governments of the German
Reich and of the other signatory powers recognize that the specific
first prior charge for the benefit of the said loan continues to
attach to all payments hereafter to be made by Germany for
reparation or other treaty costs, including not only the nonpost-
ponable portion of the German annuities to be paid into the An-
nuity Trust Account but also the postponable portion of the German
annuities to be paid into the Annuity Trust Account; and the
said powers accordingly agree that the amounts currently required
for the service of said loan shall be paid out of said annuities to, or
upon the order of, the Trustees of said loan in priority to any other
disbursements made therefrom. The Government of the German
Reich further accepts and confirms the provisions for the security
of the German External Loan, 1924, which are contained in Annex
XI, ¢ of which the English text is alone authentic."

ArT. XIV. The Creditor Powers recognize that their accept-
ance of the solemn undertaking of the German Government replaces
all controls, special securities, pledges or charges existing at the
present time, with the exception of those specnally mentioned in
Art. XIIT and in Annexes VI, VII and XI.

ArT. XV. 1. Any dispute whether between the Governments

1 Not reprinted; for text see A greements, p. 100.

& Reparation Ci ission, Official D fs, XIV, p. 318,

8 Cf. Art. 3 of the agreement between the allied Governments amending Part VIII,
Annex II of the treaty of Versailles, Reparation, Part VI, p. 263; Reparation Com-
mission, Official Documenis, X1V, p. 157.

4 Not reprinted; for text see Agreements, p. 105,
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signatory to the present agreement or between one or more of those
Governments and the Bank for International Settlements, as to
the interpretation or application of the New Plan shall, subject to
the special provisions of Annexes I,! VA, VIA and IX, be submitted
for final decision to an arbitration tribunal of five members ap-
pointed for five years, of whom one, who will be the chairman,
shall be a citizen of the United States of America, two shall be
nationals of states which were neutral during the late war; the two
others shall be respectively a national of Germany and a national
of one of the powers which are creditors of Germany.

For the first period of five years from the date when the New
Plan takes effect this Tribunal shall consist of the five members
who at present constitute the Arbitration Tribunal established by
the Agreement of London of August 30, 1924.

2. Vacancies on the Tribunal, whether they result from the ex-
piration of the five-yearly periods or occur during the course of
any such period, shall be filled, in the case of a member who is
a national of one of the powers which are creditors of Germany,
by the French Government, which will first reach an understand-
ing for this purpose with the Belgian, British, Italian and Japanese
Governments; in the case of the member of German nationality,
by the German Government; and in the cases of the three other
members by the six Governments previously mentioned acting
in agreement, or in default of their agreement, by the president
for the time being of the Permanent Court of International Justice.

3. In any case in which either Germany or the Bank is plaintiff
or defendant, if the chairman of the Tribunal considers, at the
request of one or more of the Creditor Governments parties to the
proceedings, that the said Government or Governments are prin-
cipally concerned, he will invite the said Government or Govern-
ments to appoint — and in the case of more Governments than
one by agreement—a member, who will take the place on the
Tribunal of the member appointed by the French Government.

In any case in which, on the occasion of a dispute between two
or more Creditor Governments, there is no national of one or more
of those Governments among the members of the Tribunal, that
Government or those Governments shall have the right to appoint
each a member who will sit on that occasion. If the chairman
considers that some of the said Governments have a common
interest in the dispute, he will invite them to appoint a single

1 See supra, p. 46.
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member. Whenever, as a result of this provision, the Tribunal is
composed of an even number of members, the chairman shall have
a casting vote.

4. Before and without prejudice to a final decision, the chairman
of the Tribunal, or, if he is not available in any case, any other
member appointed by him, shall be entitled, on the request of any
party who makes the application, to make any interlocutory order
with a view to preventing any violation of the rights of the parties.

5. In any proceedings before the Tribunal the parties shall always
be at liberty to agree to submit the point at issue to the chairman
or any one of the members of the Tribunal chosen as a single arbi-
trator.

6. Subject to any special provisions which may be made in the
submission — provisions which may not in any event affect the
right of intervention of a third party — the procedure before the
Tribunal or a single arbitrator shall be governed by the rules laid
down in Annex XII.}*

The same rules, subject to the same reservation, shall also apply
to any proceedings before this Tribunal for whlch the annexes to
the present agreement provide.

7. In the absence of an understanding on the terms of submis-
sion, any party may seize the Tribunal directly by a proceeding
ex parte, and the Tribunal may decide, even in default of appear-
ance, any question of which it is thus seized.

8. The Tribunal, or the single arbitrator, may decide the quesﬁon
of their own jurisdiction, provided always that, if the dispute is one
between Governments and a question of jurisdiction is raised, it
shall, at the request of either party, be referred .to the Permanent
Court of International Justlce

9. The present provisions shall be duly accepted by the Bank for
the settlement of any dispute which may arise between it and one
or more of the signatory Governments as to the interpretation or
application of its Statutes or the New Plan.

Final Clause

M. Henri Jaspar, Prime Minister of Belgium, as chairman of the
Hague Conference of 1930, will deliver to each of the signatory
Governments a certified copy of the present agreement (which
expression here, and in all places where the context admits, includes

1 Not reprinted; for text see 4 greements, p. 107.
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the annexes hereto) immediately after signature. The French and
English texts are both, in the absence of special provision to the
contrary, authentic, provided that, for the certificates mentioned in
Art. VII and the German Laws mentioned in Art. IX of the present
agreement the German text, and for the provisions of Annex XI the
English text, alone will be authentic.

The present agreement shall be ratified and the deposit of rati-
fications shall be made at Paris with the French Government.

The powers of which the seat of government is outside Europe
will be entitled merely to inform the French Government through
their diplomatic representatives at Paris that their ratification has
been given; in that case they must transmit the instrument of
ratification as soon as possible.

The New Plan will come into force and will be considered as
having been put into execution on the date on which the Reparation
Commission and the chairman of the Kriegslastenkommission have
agreed in reporting:

(1) The ratification of the present agreement by Germany and
the enactment of the German laws in accordance with the relative
annexes,

(2) The ratification of the present agreement by four of the fol-
lowing powers, that is to say, Belgium, Great Britain, France,
Italy and Japan.

(3) The constitution of the Bank for International Settlements
and the acceptance by the Bank of the undertakings by it for which
the present agreement provides, and also its receipt of the certificate
of the German Government and the certificate of the German Rail-
way Company as provided in Annexes III and IV.

The report of the Reparation Commission shall require a unan-
imous vote of the members of the Commission as constituted for !:he
purposes of the treaty of Versailles when a question concerning
Germany is under consideration, the Japanese delegate nevertheless
taking part in the discussion and giving his vote. .

The report of the Reparation Commission and the chairman of
the Kriegslastenkommission will be notified to all the powers sig-
natory of the present agreement. .

Provided always that the substitution of the obligations and an-
nuities of the New Plan for those of the Experts’ Plan of April 9,
1924, shall date from September 1, 1929, regard being had to the
provisions of the Hague Protocol of August 31, 1929, and of Annex
II to the present agreement.
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The present agreement will come into force for each Government
other than the four of those mentioned above by name who first
ratify, on the date of notification or deposit of ratification.

Provided always that any such ratification shall have the same
effect as if it had taken place before the report of the Reparation
Commission and the chairman of the Kriegslastenkommission.

The French Government will transmit to all the signatory Gov-
ernments a certified copy of the procés-verbaux of the deposit.

Done in a single copy at The Hague, the 20th day of January, 1930,

CurTIUs. A. MoscoNL
WIRTH. A. PIRELLI
ScHMIDT. Suvica.
MOLDENEAUER. M. Aparcr.
HENRI JASPAR. K. Hirota.
PavL Hymans. J. MROZOWSKI.

E. Francoul. R. ULricB.

PHiLIP SNOWDEN.
PETER LARKIN.

GRANVILLE RYRIE.

E. Tous.

PHILIP SNOWDEN.,
PHILIP SNOWDEN.
HENRI CHERON.
LoucHEUR.

N. PoLitis.

J. G. Povritis.

ToMaz FERNANDES.
G. G. MIRONESCO.

N. TrtuLEScoO.

J. Lucosiano.

AL. ZEUCEANO.

Dr. EpuarD BENES.
STEFAN OSUSKY.

Dr. V. MARINKOVICH.
Consrt. FoTICH.



II. THE BANK FOR INTERNATIONAL
SETTLEMENTS

1. CONVENTION RESPECTING THE BANK FOR
INTERNATIONAL SETTLEMENTS, SIGNED AT
THE HAGUE, JANUARY 20, 1930° ,

The duly authorized representatives of the Governments of
Germany, of Belgium, of France, of the United Kingdom of Great
Britain and Northern Ireland, of Italy and of Japan of the one part

And the duly authorized representatives of the Government of
the Swiss Confederation of the other part

Assembled at The Hague Conference in the month of January,
1930, have agreed on the following:

ARTICLE 1. Switzerland undertakes to grant to the Bank of
International Settlements, without delay, the following constituent
charter having force of law; not to abrogate this charter, not to
amend or add to it, and not to sanction amendments to the Statutes
of the Bank referred to in par. 4 of the charter otherwise than in
agreement with the other signatory Governments.

ART. 2. Any dispute between the Swiss Government and any
one of the other signatory Governments relating to the interpre-
tation or application of the present convention shall be submitted
to the Arbitral Tribunal provided for by the Hague Agreement of
January, 1930. The Swiss Government may appoint a member
who shall sit on the occasion of such disputes, the president having
a casting vote. In having recourse to this Tribunal the parties
may always agree between themselves to submit their dispute to
the president or to one of the members of the Tribunal chosen to act
as sole arbiter.

ART. 3. The present convention is entered into for a period of
15 years. It is entered into on the part of Switzerland under re-
serve of ratification and shall be put into force as soon as it s!lall
have been ratified by the Government of the Swiss Confederation.
The instrument of ratification shall be deposited with the Ministry
of Foreign Affairs at Paris. Upon the entry into force of the
convention, the Swiss Government will initiate the necessary con-

1 Docum - As' Tuded
at the Ba;:: "Cr::i:c::-cfh;al::‘;ly?%gz.u: Il:llai)g“(elvltn:m:. No. 4 (1930), Cmd. 3484);

Emtwhrfc su den Gescsen fiber dis Hooger Konferens wnd die Sonder- und Liguidations-
sbkommen, p. 258.
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stitutional procedure in order that the assent of the Swiss people
may be obtained for the maintenance in force during the whole of
the Bank’s existence of the provisions of the present convention.
As soon as these measures have become fully effective the. Swiss
Government will notify the other signatory Governments and
these provisions shall become valid during the Bank’s existence.

Constituent Charter of the Bank for International
Settlements

Whereas the powers signatory to the Hague agreement of Janu-
ary, 1930, have adopted a Plan which contemplates the founding
by the Central Banks of Belgium, France, Germany, Great Britain,
Italy and Japan and by a financial institution of the United States
of America of an international bank to be called the Bank for Inter-
national Settlements;

And whereas the said central banks and a banking group includ-
ing Messrs. J. P. Morgan & Company of New York, the First
National Bank of New York, New York, and the First National
Bank of Chicago, Chicago, have undertaken to found the said
Bank and have guaranteed or arranged for the guaranty of the
subscription of its authorized capital amounting to five hundred
million Swiss francs equal to 145,161,290.32 gram, fine gold, di-
vided into 200,000 shares;

And whereas the Swiss Federal Government has entered into a
treaty with the Governments of Germany, Belgium, France,
Great Britain, Italy and Japan whereby the said Federal Govern-
ment has agreed to grant the present Constituent Charter of the
Bank for International Settlements and not to repeal, amend or
supplement the said Charter and not to sanction amendments to
the Statutes of the Bank referred to in par. 4 of the present Charter
except in agreement with the said inviting powers;

(1) The Bank for International Settlements (hereinafter called
the Bank) is hereby incorporated.

(2) Its constitution, operations and activities are defined and
governed by the annexed Statutes, which are hereby sanctioned.

(3) Amendment of articles of the said Statutes other than those
enumerated in par. 4 hereof may be made and shall be put into
force as provided in Art. 59 of the said Statutes, and not otherwise.

(4) Arts. 2, 3, 4, 9, 15, 20, 25, 28, 46, 53, 56, 59 and 60 of the said
Statutes shall not be amended except subject to the following con-
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ditions: the amendment must be adopted by a two-thirds majority
of the Board, approved by a nrajority of the General Meeting and
sanctioned by a law supplementing the present Charter.

(5) The said Statutes and any amendments which may be made
thereto in accordance with pars. 3 or 4 hereof respectively shall be
valid and operative notwithstanding any inconsistency therewith
in the provisions of any present or future Swiss law.

(6) The Bank shall be exempt and immmune from all taxation
included in the following categories:

(a) stamp, registration and other duties on all deeds or other
documents relating to the incorporation or fiquidation of the Bank;

(b) stamp and registration duties on any first issue of its sharew
by the bank to a central bank, financial institution, banking group
or underwriter at or before the time of incorporation or in pursu-
ance of Art. 7 or 9 of the Statutes;

(c) all taxes on the Bank’s capital, reserves or profits, whether
distributed or not, and whether assessed on the profits of the Bank
before distribution or imposed at the time of distribution under the
form of a coupon tax payable or deductible by the Bank. This
provision is without prejudice to the state’s right to tax the resi-
dents of Switzerland other than the Bank as it thinks fit;

(d) all taxes upon any agreements which the Bank may make in
connection with the issue of loans for mobilizing the German an-
nuities and upon the bonds of such loans issued on a foreign
market;

(e) all taxes on the remunerations and salaries paid by the Bank
to members of its administration or its employees of non-Swiss
nationality.

(7) All funds deposited with the Bank by any Government in
pursuance of the plan adopted by the Hague Agreement of January,
1930, shali’be exempt and immune from taxation, whether by way
of deduction by the Bank on behalf of the authority imposing the
same or otherwise,

(8) The foregoing exemptions and immunities shall apply to
present and future taxation by whatsoever name it may be de-
scribed and whether imposed by the Confederation or by the can-
tonal, communal or other public authorities. .

(9) Moreover, without prejudice to the exemptions specified
above, there may not be levied on the Bank, its operation or its
personnel any taxation other than that of a general character an_d
to which other banking establishments established at Basel or in
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Switzerland, their operations and their personnel, are not subjected
de facto and de jure.

\10) The Bank, its property and assets and all deposits and
other funds intrusted to it shall be immune in time of peace and
in time of war from any measure such as expropriation, requisition,
seizure, confiscation, prohibition or restriction of gold or currency
export or import, and any other similar measures.

(11) Any dispute between the Swiss Government and the Bank
as to the interpretation or application of the present Charter shall
be referred to the Arbitral Tribunal provided for by the Hague
agreement of January, 1930.

The Swiss Government shall appoint a member to sit on the
occasion of such dispute, the President having a casting vote.

In having recourse to the said Tribunal the Parties may never-
theless agree to submit their dispute to the President or to a mem-
ber of the Tribunal chosen to act as sole Arbiter.

Done at The Hague, the 20th January, 1930.

CurTIUS. A. PIRELLL
HENRI J4SPAR. SuvicH.

PavL HyMANs. M. ApbArCl.

E. FraNncQul. K. HiroTA.
Henr1 CHERON. G. BACHMANN.
LOUCHEUR. W. BURCKHARDT.

PHILIP SNOWDEN. Dr. R. MIESCHER."
A. MoSCONI.

ANNEX: STATUTES OF THE BANK FOR INTERNATIONAL
SETTLEMENTS

CHAPTER I. NAME, SEAT AND OBJECTS

ARTICLE 1. There is constituted under the name of the Bank for
International Settlements (hereinafter referred to as the Bank), a com-
pany limited by shares.

ART. 2. The registered office of the Bank shall be situated at Basel,
Switzerland.

ARt. 3. The objects of the Bank are: To promote the cooperation
of central banks and to provide additional facilities for international
financial operations; and to act as trustee or agent in regard to inter-
national financial settlements intrusted to it under agreements with the
parties concerned.

ART. 4. Aslong as the New Plan as defined in Hague Agreement of
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January, 1930 (hereinafter referred to as the Plan), is in force, the Bank
(1) shall carry out the functions assigned to it in the Plan; (2) shall
conduct its affairs with a view to facilitating the execution of the Plan;
and (3) shall observe the provisions of the Plan in the administration
and operations of the Bank; all within the limits of the powers granted
by these Statutes,

During the said period the Bank, as trustee or agent for the govern-
ments concerned, shall receive, administer and distribute the annuities
paid by Germany under the Plan; shall supervise and assist in the com-
mercialization and mobilization of certain portions of the aforesaid
annuities; and shall perform such services in connection with the pay-
ment of German reparations and the international settlements con-
nected therewith as may be agreed upon by the Bank with the Govern-
ments concerned,

Cuaprrer II. CapiTAL

Axrt, 5. The authorized capital of the Bank shall be 500,000,000
Swiss gold francs, equivalent to 145,161,290.32 gr. fine gold.

It shall be divided into 200,000 shares of equal gold nominal value.

The nominal value of each share shall also be expressed on the face of
each share in terms both of Swiss francs and of the currency of the
country in which it is issued, converted at the gold mint parity.

ART, 6. The subscription of the total authorized capital having been
guaranteed in equal parts by the Banque Nationale de Belgique, the
Bank of England, the Banque de France, the Reichsbank, the Banca
d’Italia, Messrs, X,! acting in place of the Bank of Japan, and Messra.
Y ¢ of New York, the Bank may begin business as soon as the minimum
of 112,000 shares has been subscribed.

Art. 7. (1) During the two years following incorporation the
Board of Directors of the Bank (hereinafter referred to as the Board)
shall arrange for the subscription of any unissued portion of the author-
ized capital.

(2) This unissued portion may be offered to the central banks or
other banks of countries which have not participated in the original
subscription. The selection of countries in which such shares shall be
offered for subscription and the amount to be subscribed in each shall
be determined by the Board by a two-thirds majority, provided ghat
offers of shares shall only be made in countries interested in reparations
or in countries whose currencies, in the opinion of the Board, satisfy the
practical requirements of the gold or gold exchange standard, and that
the amount issued in any one of these countries shall not exceed 8,000

shares, . . .
(3) The seven banking institutions mentioned in Art. 6 ehall, in

1The Yokohama Specie Bank. i
$ A group conaisting of J. P. M & C of New York, the First National
Bank of New York and the, First National Bank of Chicago. ]
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accordance with their several guaranties, subscribe or arrange for the
subscription in equal proportions of any part of the authorized capital
which at the end of two years remains unsubscribed.

Art. 8. (1) Twenty-five per cent only of the value of each share
shall be paid up at the time of subscription. The balance may be called
up at a later date or dates at the discretion of the Board. Three months’
notice shall be given of any such calls.

(2) If a shareholder fails to pay any call on a share on the day ap-
pointed for payment thereof the Board may, after giving reasonable
notice to such shareholder, forfeit the share in respect of which the call
remains unpaid. A forfeited share may be sold on such terms and in
such manner as the Board may think fit; and the Board may execute a
transfer in favor of the person or corporation to whom the share is sold.
The proceeds of sale may be received by the Bank, which will pay to the
defaulting shareholder any part of the net proceeds over and above the
amount of the call due and unpaid.

ART. 9. (1) The capital of the Bank may be increased or reduced on
the proposal of the Board acting by a two-thirds majority and adopted
by a two-thirds majority of the General Meeting.

(2) In the event of an increase in the authorized capital of the Bank
and of a further issue of shares the distribution among countries shall be
decided by a two-thirds majoyity of the Board. The central banks of
Belgium, England, France, Germany, Italy, Japan and the United
States of America, or some other financial institution of the last-named
country acceptable to the foregoing central banks, shall be entitled to
'subscribe or arrange for the subscription in equal proportions of at
least 55% of such additional shares.

(3) No part of the amount not taken by the Banks of these seven
countries shall be subscribed in any other country unless it is interested
in reparations or at the time of issue its currency, in the opinion of the
Board, satisfies the practical requirements of the gold or gold exchange
standard.

ART. 10. In extending invitations to subscribe for capital in accord-
ance with Art. 7, par. 2, or with Art. 9, consideration shall be given by
the Board to the desirability of associating with the Bank the largest
possible number of central banks.

ARrT. 11, No shares shall be issued below par.

ARrT. 12. The liability of shareholders is limited to the nominal
value of their shares.

ART. 13. The shares shall be registered and transferable in the books
of the Bank.

The Bank shall be entitled without assigning any reason to decline
to accept any person or corporation as the transferee of a share, It
shall not transfer shares without the prior consent of the central bank,
or the institution acting in lieu of a central bank, by or through whom
the shares in question were issued.
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Art, 14. The shares shall carry equal rights to participate in the
profits of the Bank and in any distribution of its assets under Arts. 53,
54 and S5 of the Statutes.

Art. 15. The ownership of shares of the Bank carries no right of
voting or representation at the General Meeting. The right of repre-
sentation and of voting, in proportion to the number of shares sub-
scribed in each country, may be exercised by the central bank of that
country or by its nominee. Should the central bank of any country not
desire to exercise these rights they may be exercised by a financial in-
stitution of widely recognized standing and of the same nationality,
appointed by the Board and not objected to by the central bank of the
country in question. In cases where there is no central bank, these
rights may be exercised, if the Board thinks fit, by an appropriate
financial institution of the country in question appointed by the Board,

ART. 16. Any subscribing institution or banking group may issue,
or cause to be issued, to the public the shares for which it has sub-
scribed.

ArT. 17. Any subecribing institution or banking group may issue
to the public certificates against the shares of the Bank owned by it.
The form, details and terms of issue of such certificates shall be deter-
mined by the Bank issuing them in agreement with the Board.

Art, 18. The receipt or ownership of shares of the Bank or of certifi-
cates issued in accordance with Art. 17 implies acceptance of the Stat-
utes of the Bank and a statement to that effect shall be embodied in the
text of such shares and certificates. .

ART. 19. The registration of the name of the holder of shares in the
books of the Bank establishes the title to ownership of the shares so
registered.

CuaaPTER III. POWERS OF THE BANK

ArT. 20. The operations of the Bank shall be in conformity with
the monetary policy of the central banks of the countries concerned.

Before any financial operation is carried out by or on behalf of the
Bank on a given market or in a given currency the Board shall afford
to the central bank or central banks directly concerned an opportunity
to dissent. In the event of disapproval being expressed within such
reasonable time as the Board shall specify, the proposed operation shall
not take place. A central bank may make its concurrence subject to
conditions and may limit its assent to a specific operation,_ or enter into
a general arrangement permitting the Bank to carry on its operations
within such limits as to time, character and amount as may be specified.
This article shall not be read as requiring the assent of any central bank
to the withdrawal from its market of funds to the introduction of which
o objection had been raised by it, in the absence of stlpu!gtfons to the
contrary by the central bank concerned at the time the original opera-
tion was carried out. .

Any governor of a central bank or his alternate or any other director
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specially authorized by the central bank of the country of which heisa
national to act on its behalf in this matter, shall, if he is present at the
meeting of the Board and does not vote against any such proposed
operation, be deemed to have given the valid assent of the central bank
in question.

If the representative of the central bank in question is absent or if a
central bank is not directly represented on the Board, steps shall be
taken to afford the central bank or banks concerned an opportunity to
express dissent.

ArT. 21. The operations of the Bank for its own account shall only
be carried out in currencies which in the opinion of the Board satisfy
the practical requirements of the gold or gold exchange standard.

ARrT, 22. The Board shall determine the nature of the operations
to be undertaken by the Bank.

The Bank may in particular:

(a) buy and sell gold coin or bullion for its own account or for the
account of central banks;

(5) hold gold for its own account under earmark in central banks;

(c) accept the custody of gold for the account of central banks;

(d) make advances to or borrow from central banks against gold,
bills of exchange and other short-term obligations of prime liquidity or
other approved securities;

(¢) discount, rediscount, purchase or sell with or without its indorse-
ment bills of exchange, checks and other short-term obligations of prime
liquidity, including treasury bills and other such government short-
term securities as are currently marketable;

(f) buy and sell exchange for its own account or for the account of
central banks;

(g) buy and sell negotiable securities other than shares for its own
account or for the account of central banks;

(k) discount for central banks bills taken from thexr portfolio and
rediscount with central banks bills taken from its own portfolio;

(s) open and maintain current or deposnt accounts with central banks;

(j) accept:

(i) deposits from central banks on current or deposit account;

(ii) deposits in connection with trustee agreements that may be
made between the Bank and governments in connection with inter-
national settlements;

(iii) such other deposits as in the opinion of the Board come within
the scope of the Bank's functions.

The Bank may also:

(k) act as agent or correspondent of any central banks;

(}) arrange with any central bank for the latter to act as its agent or
correspondent. If a central bank is unable or unwilling to act in this
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capacity the Bank may make other arrangements, provided that the
central bank concerned does not object. If in such circumstances it
should be deemed advisable that the Bank should establish its own
agency, the sanction of a two-thirds majority of the Board will be
required.

(m) enter into agreements to act as trustee or agent in connection
with international settlements, provided that such agreements shall not
encroach on the obligations of the Bank toward third parties; and carry
out the various operations laid down therein.

Art. 23. Any of the operations which the Bank is authorized to
carry out with central banks under the preceding article may be carried
out with banks, bankers, corporations or individuals of any country
provided that the central bank of that country does not object.

Art. 24. The Bank may enter into special agreements with central
banks to facilitate the settlement of international transactions between
them,

For this purpose it may arrange with central banks to have gold
earmarked for their account and transferable on their order, to open
accounts through which central banks can transfer their assets from
one currency to another and to take such other measures as the Board
may think advisable within the limits of the powers granted by these
Statutes. The principles and rules governing such accounts shall be
fixed by the Board.

ART. 25. The Bank may not:

(a) issue notes payable at sight to bearer;

(b) *“accept” bills of exchange;

(¢) make advances to governments;

(d) open current accounts in the name of governments;

(e) acquire a predominant interest in any business concern;

(f) except =0 far as necessary for the conduct of its own busin_ess,
remain the owner of real property for any longer period than is required
in order to realize to proper advantage such real property as may come
into the possession of the Bank in satisfaction of claims due to it.

ARrT. 26. The Bank shall be administered with particula_r regard
to maintaining its liquidity, and for this purpose shall retain assets
appropriate to the maturity and character of its liabilities. Its sh_ort-
term liquid assets may include bank notes, checks payable at sight
drawn on firstclass banks, claims in course of collection, deposits at
sight or at short notice in first-class banks, and prime bills of not more -
than ninety days’ usance of a kind usually accepted for rgdlscoun't by
central banks. The proportion of the Bank’s assets held in any given
currency shall be determined by the Board with due regard to the lia-
bilities of the Bank.
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CuapTeEr IV. MANAGEMENT

Arrt. 27. The administration of the Bank shall be vested in the
Board.

ARrT. 28. The Board shall be composed as follows:

(1) The Governors for the time being of the central banks of Belgium,
France, Germany, Great Britain, Italy, Japan and the United States of
America (hereinafter referred to as ex-officzo Directors), or if any of the
said Governors are unwilling or unable to hold office, their respective
nominees (hereinafter referred to as substitute nominees).

The tenure of office of a substitute nominee shall be within the dis-
cretion of the Governor by whom he is appointed but shall terminate in
any case when that governor vacates office.

Any ex-officio Director may appoint one person as his alternate who
shall be entitled to attend and exercise the powers of a director at meet-
ings of the Board if the Governor himself is unable to be present,

(2) Seven persons representative of finance, industry or commerce
appointed one each by the Governors of the central banks mentioned in
subclause (1), and being of the same nationality as the Governor who
appoints him.

During continuance of the liability of Germany to pay reparation
dnnuities, two persons of French and German nationality respectively,
representative of industry or commerce, appointed by the Governors
of the Bank of France and of the Reichsbank respectively, if they so
desire.

If for any reason the Governor of any of the seven institutions above
mentioned is unable or unwilling to serve as Director or to appoint a
substitute nominee under subclause (1), or to make an appointment
under subclause (2), the Governors of the other institutions referred to,
or a majority of them, may invite to become members of the Board two
nationals of the country of the Governor in question, not objected to by
the central bank of that country. .

Directors appomted as aforesaid other than ex-officie Directors, or
their substitute nominees, shall hold office for three years, but shall be
eligible for reappointment.

1 Directors are:

(1) Ex-officio directors: Louis Franck (Belgian); Emile M (French); Hans
Luther (German); Montagu Norman (British); Senator Stringher (Italian); Set-
susaburo Tanaka (London representative of the Bank of Japan); Gates W. McGarrah
(American), president.

{2) Emile Francqui, vice governor of the Société générale de Belgique; Baron
Brincard (French), presxdent of the Crédlt Lyonnals. Sir Charles S. Addis (British),
Hong Kong and Sh Bank; Gi and ber of the
Italian Parliament; Daisuke Nahara, London of the Yokoh Specie
Bank; Leon Fraser (American), formerly counsel for the Dawes Plan organization;
Carl Melchior (German), banking and financial authority.

Marquis de Vogué (French), presid of the C jie du Canal Suez, and Paul
Reusch, industrialist,
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‘SJ) Not more than nine persons to be elected by the following pro-
cedure:

The Governor of the central bank of every country other than those
mentioned in subclause (1), in which capital has been subscribed at the
time of incorporation, shall be entitled to submit a list of four candidates
of his own nationality for directorship, which may include his own name.
Two of the candidates on each list shall be representative of finance and
the other two of industry or commerce., From these lists the Board
may elect, by a two-thirds majority, not more than nine persons.

The Directors so elected shall be divided by lot into three groups, as
nearly as may be equal in number, of which one group shall retire at
the end of the first, one at the end of the second and one at the end of the
third financial year of the Bank. The retiring Directors shall be eligible
for re-election.

At the first meeting of the Directors in the second and succeeding
financial years the Board may elect by a two-thirds majority not more
than three Directors from a panel of candidates composed of lists of
pereons with similar qualifications to those specified in connection with
the first election. The Governors of the central banks of every country
other than those mentioned in subclause (1), in which capital has at the
date of such meeting been subscribed shall be entitled to submit a list
of four persons to be included in the panel. Directors so elected shall
hold office for three years, but shall be eligible for re-election.

If in any of the countries referred to in the preceding paragraph there
is no central bank, the Board by a two-thirds majority may nominate
an appropriate financial institution to exercise the right of submitting
a list of candidates for election.

ART, 29. In the event of a vacancy occurring on the Board for any
reason other than the termination of a period of office in accordance
with the preceding article, the vacancy shall be filled in accordance with
the procedure by which the member to be replaced was selected. In
case of Directors other than ex-officio Directors the new Director shall
hold office for the unexpired period only of his predecessor’s term of
office. He shall, however, be eligible for re-election at the expiration of
that term. . .

AgT. 30. The Directors must be ordinarily resident in Europe or in
a position to attend regularly at meetings of the Board. .

ArT. 31. No person shall be appointed or hold o{ﬁce as a Director
‘'who is a member or an official of a Government or is a member of a
legislative body, unless he is the Governor of a central bank. .

ART, 32, Meetings of the Board shall be held not less than ten times
a year. At least four of these shall be held at the registered office of the
Bank,

ART. 33. A member of the Board who is not present in person at a
meeting of Directors may give a proxy to any other member authorizing
him to vote at that meeting on his behalf.
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ART. 34, Unless otherwise provided by the Statutes, decisions of
the Board shall be taken by a simple majority of those present or repre-
sented by proxy. In the case of an equality of votes, the chairman shall
have a second or casting vote,

The Board shall not be competent to act unless a quorum of Directors .
is present. This quorum shall be laid down in a regulation adopted by
a two-thirds majority of the Board.

ART. 35. The members of the Board may receive, in addition to
out-of-pocket expenses, a fee for attendance at meetings and/or a re-
muneration, the amounts of which will be fixed by the Board, subject
to the approval of the General Meeting.

ARrT, 36. The proceedings of the Board shall be summarized in
minutes which shall be signed by the chairman,

Copies of or extracts from these minutes for the purpose of produc-
tion in a court of justice must be certified by the General Manager of
the Bank.

A record of decisions taken at each meeting shall be sent within eight
days of the meeting to every member,

ARrT, 37. The Board shall represent the Bank in its dealings with
third parties and shall have the exclusive right of entering into engage-
ments on behalf of the Bank, It may, however, delegate this right to a
member or members of the Board or of the permanent staff of the Bank,
provided that it defines the powers of each person to whom it delegates
this right.

ArT, 38. The Bank shall be legally committed wis-d-vis third parties
by the signature of the President or by two signatures either of members
of the Board or of members of the staff who have been duly authorized
by the Board to sign on its behalf.

ARrT, 39. The Board shall elect from among its members a chairman
and one or more vice chairmen, one of whom shall preside at meetings
of the Board in the absence of the chairman.

The chairman of the Board shall be President of the Bank,

He shall hold office for three years and shall be eligible for re-election.

Subject to the authority of the Board, the President will carry out
the policy and control the administration of the Bank.

He shall not hold any other office which, in the judgment of the Board,
might interfere with his duties as President.

ART. 40. At a meeting of the Board at which the election of a chair-
man is to take place, the chair shall be taken by the oldest member of
the board present.

ARrT. 41. A General Manager?! shall be appointed by the Board on
proposal of the President. He will be responsible to the President for
the operations of the Bank and will be the chief of its operating staff.

The heads of departments, and any other officers of a similar rank,
shall be appointed by the Board on recommendations made by the
President after consultation with the General Manager.

1 Pierre Quesnay is the firat incumbent.
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The remainder of the Staff shall be appointed by the General Manager
with the approval of the President.

ART. 42. The departmental organization of the Bank shall be
determined by the Board.

Art. 43. The Board may, if it thinks fit, appoint from among its
members an executive committee to assist the President in the admin-
istration of the Bank.

The President shall be a member and ex-officio chairman of this
committee.

ARrT. 44. The Board may appoint advisory committees chosen
wholly or partly from persons not concerned in the Bank’s management.

ART. 45. As long as the Plan is in force, the Board shall convene
the Special Advisory Committee referred to in the Plan® upon receipt
of notice therein provided for.

CaBAPTER V. GENERAL MEETING

Arrt. 46. General Meetings of the Bank may be attended by nom-
inees of the central banks or other financial institutions referred to in
Art, 15,

Voting rights shall be in proportion to the number of shares sub-
scribed in the country of each institution represented at the meeting.

The chair shall be taken at General Meetings by the chairman of
the Board or in his absence by a vice chairman.

At least three weeks' notice of General Meetings shall be given to
those entitled to be represented.

Subject to the provisions of these Statutes, the General Meeting shall
decide upon its own procedure,

ArT. 47. Within three months after the end of each financial year
of the Bank, an Annual General Meeting shall be held upon such date
as the Board may decide.

.The meeting shall take place at the registered office of the Bank.

Voting by proxy will be permitted in such manner as the Board may
have provided in advance by regulation. .

Axt. 48. The Annual General Meeting shall be invited:

(a) to approve the Annual Report, the Balance Sheet upon the report
of the auditors, and the Profit and Loss Account, and any proposed
change in the remuneration, fees or allowances of mem!)ers of the Board.

(5) to make appropriations to Reserve and to special funds; and to
consider the declaration of a dividend and its amount. .

(c) to elect the auditors for the ensuing year and to fix their remu-
neration, and e

(d) to discharge the Board from all personal responsibility in respect
of the past financial year.

1 For this committee, see p. 78, 167,
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ArT. 49. Extraordinary General Meetmgs shall be summoned to
decide upon any proposals of the Board:

(a) to amend the Statutes;

(b) to increase or decrease the capital of the Bank;

(¢) to liquidate the Bank.

CBAPTER VI. ACCOUNTS AND PROFITS

ArT. 50. The financial year of the Bank will begin April 1 and end
March 31. The first financial period will end on March 31, 1931.

Arrt. 51. The Bank shall publish an Annual Report, and at least
once a month a Statement of Account in such form as the Board may
prescribe,

The Board shall cause to be prepared a Profit and Loss Account and
Balance Sheet of the Bank for each financial year in time for submission
to the Annual General Meeting.

ARrT, 52. The Accounts and Balance Sheet shall be audited by in-
dependent auditors. The auditors shall have full power to examine all
books and accounts of the Bank and to require full information as to
all its transactions. The auditors shall report to the Board and to the
General Meeting and shall state in their Report:

(a) whether or not they have obtained all the information and ex-
planations they have requxred “and

) whether, in their opinion the Balance Sheet dealt with in the
Report, is properly drawn up so as to exhibit a true and correct view
of the state of the Bank’s affairs according to the best of their informa-
tion and the explanations given to them, and as shown by the books of
the Bank.

ARrt. 53. The yearly net profits of the Bank shall be applied as
follows:

(a) 5% of such net profits, or such proportion of 5% as may be re-
quired for the purpose, shall be paid to a reserve fund, called the Legal
Reserve Fund until that fund reaches an amount equal in value to 109,
of the amount of paid-up capital of the Bank for the time being;

(b) thereafter such net profits shall be applied in or toward the pay-
ment of dividends of 6%, per annum on the amount of paid-up capital
of the Bank. This dividend shall be cumulative;

(c) as to the residue (if any) of such net profits 20% shall be paid to
the shareholders until a maximum further dividend of 6% (which shall
be non-cumulative) is reached, provided that the Board may in any
year withhold all or any part of this additional payment and place it to
the credit of a special dividend reserve fund for use in maintaining the
cumulative 6%, dividend provided for in the preceding paragraph or for
subsequent distribution to the shareholders;

(d) after making provision for the foregoing, one-half of the yearly
net profits then remaining shall be paid into the General Reserve Fund
of the Bank until it equals the paid-up capital. Thereafter 409, shall
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be so applied until the General Reserve Fund equals twice the paid-up
capital; 30% until it equals three times the paid-up capital; 209 until
it equals four times the paid-up capital; 10% until it equals five times
the paid-up capital; and from that point onward 5%,.

In case the General Reserve Fund, by reason of losses or by reason of
an increase in the paid-up capital, falls below the amounts provided for
above after having once attained them, the appropriate proportion of
the yearly net profits shall again be applied until the position is restored.

(¢) As long as the Plan is in force any remainder of the net profits
after meeting the foregoing requirements shall be disposed of as follows:

(i) as to 75% to such of the Governments or central banks of
Germany and the countries entitled to share in the annuities payable
under the Plan, as have maintained time deposits at the Bank sub-
ject to withdrawal in not less than five years from the time of deposit
or after four years on not less than one year's notice. This sum shall
be distributed annually in proportion to the size of the deposits main-
tained by the respective Governments or central banks in question.
The Board shall have the power to determine the minimum deposit
which would justify the distribution provided for;

(ii) as to 259%, as follows:

If the German Government elects to make a long-term deposit with
the Bank withdrawable only on the terms specified under subclause
(i) above and amounting to the minimum sum of 400,000,000 Reichs-
marks, the said 259, shall go into a Special Fund, to be used to aid
Germany in paying the last 22 annuities provided for in the Plan.

If the German Government elects to make such long-term deposit
amounting to a sum below 400,000,000 Reichsmarks, the participa-
tion of the German Government shall be reduced in proportion and
the balance shall be added to the 759, referred to in subclause (i)
above.

If the German Government elects not to make any such long-term
deposit, the said 25% shall be distributed as provided in subclause (i)
above.

The Special Fund referred to above shall carry compound int.erest,
reckoned on an annual basis, at the maximum current rate paid by
the Bank on time deposits. .

If the Special Fund should exceed the amount required to pay 'the
last 22 annuities, the balance shall be distributed among the Creditor
Governments as provided for in the Plan.!

(f) At the expiration of the period referred to in the first para-
graph of subclause (¢) the disposal of the remainder of the net pro{its
referred to in subclause (¢) shall be determined by the General Meeting
on the proposal of the Board.

1%The excess of the fund . . . will be divided among the creditor Governments in

to be tuded b

accordance with the them when the time
comes.” (No. 6 of b the credi Ag p. 144)
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Reserve Funds

ArT. 54. The General Reserve Fund shall be available for meeting
any losses incurred by the Bank. In case it is not adequate for this
purpose, recourse may be had to the Legal Reserve Fund provided for
in Art. 53 (a).

These reserve funds, in the event of liquidation, and after the dis-
charge of the liabilities of the Bank and the costs of liquidation, shall
be divided among the shareholders.!

CuaPTER VII. GENERAL PrOVISIONS

ArT. 55. The Bank may not be liquidated except by a three-fourths
majority of the General Meeting. It shall not in any case be liquidated
before it has discharged all the obligations which it has assumed under
the Plan. )

ArT, 56. (1) If any dispute shall arise between the Bank, on the
one side, and any central bank, financial institution or other bank
referred to in the present Statutes, on the other side, or between the
Bank and its shareholders, with regard to the interpretation or appli-

1 Sec, X, Reserve Requirements, of Annex I of the Experts’ Report reads:

*100. The Bank, since its deposits in part will be derived from central banks,
shall be administered with particular regard to maintaining its liquidity. For this
purpose the bank shall observe the following reserve requirements:

“101. (1) Deposits on Clearing Account. All funds held by the bank on clearing
account, whether gold in vault or gold under earmark for the bank's account in cen-
u'al banks, shall be reserved for exclusive use in effecting settlements among the

ies in the

102, (2) Deposits Payable on Demand. Against such deposits the bank shall
hold a mlmmum of 40% m gold or in devisen at their gold value. Devisen eligible as
reserve inst shall ist of bank-notes; prime bills of exchange
having not more than 90 days to run, of a character which central banks ordinarily
buy for their own account; and checks payable on demand, drawn or indorsed by
central banks, or in respect of Wthh three obligees including a bank of known sol-
vency are r ible. All d included in the foregoing classifications shall be
denominated in currencies which satisfy, in the opinion of the Board of Directors, all
the practical requirements of the gold or gold exchange standard. Gold in transit or
devisen satisfying the foregoing requirements which are in process of collection may
be counted as reserve.

“103. (3) Deposits on Investment Aceount (Txme Deposxt.s) Deposits payable
in fifteen days or less shall be classified as d 9 and be subject to the
reserve requirements specified in the preceding paragraph. Against investment
account deposits of longer maturity the bank shall hold a minimum of 25% in gold
or in devisen at their gold value. Devisen eligible as reserve against investment ac-
count deposits shall meet the same requirements as those eligible as reserve against
demand deposits.

‘104, If the Board of Directora is of opinion that these reserve requirements
should be altered, they shall have the right by a two-thirds vote to increase, diminish
or otherwise modify them consistently with sound banking principles.”
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cation of the Statutes of the Bank, the same shall be referred for final
decision to the tribunal provided for by the Hague Agreement of
January, 1930.

(2) In the absence of agreement as to the terms of submission either
party to a dispute under this article may refer the same to the tribunal,
which shall have power to decide all questions (including the question
of its own jurisdiction) even in default of appearance by the other party.

(3) Before giving a final decision and without prejudice to the ques-
tions at issue, the president of the tribunal, or, if he is unable to act
in any case, a member of the tribunal to be designated by him forthwith,
may, on the request of the first party applying therefor, order any
appropriate provisional measures in order to safeguard the respective
rights of the parties.

(4) The provisions of this article shall not prejudice the right of
the parties to a dispute to refer the same by common consent to the
president or a member of the tribunal as sole arbitrator.

Arrt. 57. In all cases not covered by the preceding article, or by
some other provision for arbitration, the Bank may proceed or be
proceeded against in any court of competent jurisdiction.

ARt 58. For the purposes of these Statutes:

(1) Central bank means the bank in any country to which has been
intrusted the duty of regulating the volume of currency and credit
in that country; or, where a banking system has been so intrusted, the
bank forming part of such system which is situated and operating in
the principal financial market of that country.

(2) The Governor of a central bank means a person who, subject
to the control of his board or other competent authority, has the direc-
tion of the policy and administration of the bank.

(3) A two-thirds majority of the Board means not less than two-
thirds of the votes (whether given in person or by proxy) of the whole
directorate,

Agt. 59. Amendments of any articles of these Statutes other' th_an
those enumerated in Art. 60 may be proposed by a two-thirds majority
of the Board to the General Meeting and if adopted by a majority of
the General Meeting shall come into force, provided that such amend-
ments are not inconsistent with the provisions of the articles enumerated
in Art. 60. '

ART. 60. Arts. 2, 3, 4,9, 15, 20, 25, 28, 46, 53, 56, 59 and 60 can not
be amended except subject to the following conditions: The amend-
ment must be adopted by a two-thirds majority of the Board, approved
by a majority of the General Meeting and sanctioned by a law supple-
menting the Charter of the Bank.
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2. FORM OF TRUST AGREEMENT BETWEEN THE
CREDITOR GOVERNMENTS AND THE BANK
FOR INTERNATIONAL SETTLEMENTS®

Entered into this day of - , 1930, between
the Governments of , et cetera (hereinafter called the
Creditor Governments), of the one part, and the Bank for Inter-
national Settlements (hereinafter called Trustee), of the second
part,

Witnesseth: v

Whereas the Creditor Governments, in connection with the
carrying out of the New Plan as defined in the Hague agreement
of January, 1930 (hereinafter called the Plan), desire jointly to
appoint the Bank for International Settlements their joint and
sole trustee to receive, manage and distribute the annuities pay-
able by Germany, and to perform other functions with respect
thereto, all as provided by the Plan; and within the limits of the
Statutes of the Bank.

Whereas the Bank for International Settlements has taken note
of the provisions of the Plan and is prepared to accept the appoint-
ment as such trustee;

Therefore, it is agreed between the parties hereto that the descrip-
tion, the conditions and the limitations of the functions of the
Trustee with respect thereto and of the relations, obligations and
rights of the parties are those set forth as follows:

ArticLE I. The Creditor Governments jointly appoint the
Bank for International Settlements their joint and sole trustee for
the purposes herein defined. The Bank accepts the appointment
and agrees to carry out the trust on the conditions herein stated.

ArTt. II. The Trustee is empowered and agrees,

(2) To receive any balances transferred by the Agent General
for Reparation Payments on the winding up of his accounts,
subject to the rights of the different Creditor Governments in the
distribution of such balances and to any ¢laims and commitments
thereon which may be outstanding at the time of transfer, all of
which, as shown by the records of the Agent General for Repara-
tion Payments, will be reported to the Trustee when the transfer
is made; .

1 Annex VIII to the agreement with Germany of January 20, 1930, Agreements,
p. 68; Entwirfe su den Gesetsen, p. 156.
]
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(b) To hold in safekeeping as trustee, until the same shall be
duly discharged, the Certificate of Debt, with caupons attached,
issued and delivered by the German Government pursuant to
the terms of the Plan, the receipt of which the Trustee acknowl-
edges and a copy of which is attached hereto as Exhibit A:

(c) To hold in safekeeping as trustee, until the same shall be
duly discharged, the Certificate issued and delivered by the
German Railway Company in acknowledgment of its liability,
pursuant to the terms of the Plan, the receipt of which the Trus-
tee acknowledges and a copy of which is attached hereto as
Exhibit B;

(d) Commencing on , 1930, to receive in trust each
month from the German Reich for the account of the Creditor
Governments signatory hereto and for the account of the Trustees
of the German external loan of 1924 all payments thereafter to be
made by Germany under the Plan and the above mentioned
Certificate of Debt, representing the service of the said loan or
the payment of the sums attributable to the said Creditor Gov-
ernments on account of the nonpostponable annuities and the
postponable annuities as defined and specified in the Plan.

A certified Schedule stating the monthly and annual share during
the whole period of the annuities of each Creditor Government
signatory hereto in the nonpostponable and postponable portions
and in the total of the German annuity is attached hereto as Ex-
hibit C.

Art. I1I. Except during a period when the transfer of the post-
ponable annuity is suspended, as provided for in Art. XI be]ov;v,
the Trustee will accept only currencies other than Reichsmarks in
payment of the monthly instalments of the annuities payable by
Germany, subject always to the proviso that the Trustee may ac-
cept Reichsmarks in each month of a given annuity year, for an
amount equal to one-twelfth of the total of any current annual pro-
gram for payments under delivery in kind and reparation recovery
act procedures for the year in question. )

In arranging for the receipt of currencies other tha'n Reichsmarks,
the Trustee, after having been notified of the requirements of the
Creditor Governments, will inform the German Government and,
at the same time, the Reichsbank, at least one mon‘th in advance
of the due dates for payment, of its preferences relative to the cur-
rencies which it desires to have paid into its account. If these
preferences are not complied with the Trustee is authorized to ac-
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cept payment from Germany entirely in the currencies of the
creditor countries whose nationals were members of the Committee
of Experts and as nearly as may be in proportion to the respective
shares of these countries, it being understood that payments in
currencies other than Reichsmarks which are not based upon the
gold or gold exchange standard will only be made with the consent
of the Trustee.

The Trustee will give receipts to the German Government for
all sums which it pays or causes to be paid both on account of the
postponable and on account of the nonpostponable annuity.
These receipts will show the currencies received as well as the
equivalent value in Reichsmarks, with which the German Govern-
ment will be credited.

At the end of each annuity year, when the Trustee has received
from the German Government the sums due for that year, in
accordance with the Plan, the Trustee shall surrender to the Ger-
man Government the coupon of the certificate of the German
Government which corresponds to the payments-of the year in
question,

The Trustee takes note-of the undertaking given by the Ger-
man Government that the Reichsmark shall have and shall retain
its convertibility in gold or foreign exchange as provided in Sec. 31
of the Law of August 30, 1924, and that, in all circumstances, for
the general purposes of the Plan, the Reichsmark shall have and
shall retain a mint parity of 1/2790 kilogram of fine gold, as defined
in the German coinage law of August 30, 1924,

The sums paid in currencies other than Reichsmarks into the
Annuity Trust Account shall be calculated in Reichsmarks, sub-
ject to the provisions of the above undertaking, at the average of
the middle rates (Mittelkurs) prevailing on the Berlin Bourse
during the period of 15 days preceding the date of payment.

The sums in Reichsmarks paid by the German Railway Com-
pany to the account of the Trustee at the Reichsbank under the
terms of the above-mentioned Certificate of Liability delivered by
that company, for an amount of fifty-five million Reichsmarks on
the first day of each month in respect of the previous month, shall,
until the due discharge of the certificate be placed each month at
the disposal of the German Government by the Trustee as soon
as they have been received, provided that the instalment of the
Annuity payable by the German Government on the 15th day of
the preceding month has been duly received.
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Art. IV. All the sums transferred from the account of the
Agent General for Reparations or paid on account of the German
annuities shall be received into an Annuity Trust Account. All
the sums paid by Germany on account of the annuities shall be
managed by the Trustee and shall be employed and distributed
each month upon receipt as follows, on the understanding that the
obligations of the Trustee in regard to the said sums shall be only
those normally incumbent upon a banker for the execution of
a trust agreement, and in no case shall the Trustee permit the
accounts or credits of any Creditor Government to be overdrawn.

(a) In the first place, the sums required monthly for the service
of the German External Loan, 1924, shall be transferred to the
account or order of the trustees of the said loan, in conformity with
the terms of the General Bond securing it, on the understanding
that this appropriation shall have priority over all others. This
service constitutes a first charge, expressly provided for as such,
on the German annuities, whether nonpostponable or postponable.

(b) One-twelfth of the share of each Creditor Government in the
nonpostponable annuity shall be forthwith allocated in the books
of the Trustee to that Government within the Annuity Trust
Account in currencies other than Reichsmarks. If one of the
Governments has mobilized a part of the nonpostponable annuity
allotted to it, there shall be retained every month, out of the share
due to that Government in virtue of the present paragraph, the
sums required for the service of the obligations issued and out-
standing, in conformity with the conditions of the contracts made
on the occasion of such issues; these sums, deducted from the share
of each of the Governments concerned in the issues, shall be trans-
ferred each month to a Trustee Account relating to the loan thus
issued and shall remain there until the moment when payments
have to be made for the interest service and amortization of the
obligations, in accordance with the terms of the respective loan
agreements, .

{c) One-twellth of the share due to each Government for settling
the quota of deliveries in kind allotted to it in a given year shall be
forthwith allocated in the books of the Trustee to that Government
within the Annuity Trust Account in Reichsmarks, if no other
provision has been made by the Governments concerned, including
Germany, for the settlement of this quota. .

{d) One-twelfth of the sum due to each Government in each
Annuity, after the allocations provided in pars. (b) and (c), shall
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be forthwith allocated in the books of the Trustee to that Govern-
ment within the Annuity Trust Account in currencies other than
Reichsmarks.

(e) In application of Art. 88! of the annexes to the Experts’
Report of June 7, 1929 (hereinafter called the “ Experts’ Report"),
the sums allocated as provided in the preceding paragraphs will
remain without interest in the National Subdivisions of the Annuity
Trust Account up to the equivalent of the following minimum
amounts:

Reichsmarks

France . .. .« « <« . . 68,037,500
Great Britain . . . .« < « . 26,587,500
Italy . . . . . . . . . . 13887500
Belgium . . . . . . . . . 7,512,500
Rumania . . . . . . . . . 1,312,500
Yugoslavia e e e e e e 5,462,500
Greece . . . . . U . . 450,000
Portugal . . . . . . . . . 862,500
Japan . . . . . . . . . 862,500
Poland . . . . . . . . . 25,000
° " 125,000,000

All sums standing in the National Subdivisions of the Annuity
Trust Account in excess of the above minimum non-interest-bear-
ing deposits, may be freely withdrawn from the said account by
the Creditor Governments, in accordance “with the following
paragraph. i

(f) Subject to the foregoing, and in accordance with the pro-
visions of the Plan, the Trustee is authorized and agrees to transfer
at such dates as may be indicated any sum allocated to any Gov-
-ernment within the Annuity Trust Account to any interest-bearing
account in the Bank for International Settlements or to any other
bank or banker, or otherwise to dispose of it as the interested
Creditor Government may direct; but in no case will the Trustee

1 The paragraph reads:

88, (12) Out of the sums remaining in currencies other than Reichsmarks
and after providing for any other charges called for under the Plan, the Directors of
the Bank shall distribute such aggregate amounts as they may determine to the cred-
itor countries, divided according to the propositions agreed upon among the respective
Gover In withholding any sums from distribution and in fixing the dates at
which distribution is effected, the Directors of the Bank shall be guided on the one
hand by the need for prompt action in the interest of the creditor countries and on

the other by the interests of the Plan as a whole, including due ideration to the
Bank by way of compensation for its services in managing the annuity.”
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permit the accounts or credits of any Creditor Government to be
overdrawn.

ARrT. V. The Trustee shall not be bound to pay any interest on
balances in the Annuity Trust Account.

ArT. VI. Any exchange profit or loss arising from transactions
carried out by the Trustee for account of Creditor Governments in
connection with the management of the German annuities shall
unless otherwise settled be credited or charged quarterly by the
Trustee to the accounts of the Governments concerned, in propor-
tion to their respective shares in the principal moneys involved,
subject to the provisions of Art. IV.

ART. VII. The Trustee is authorized and agrees in connection
with delivery in kind, reparation recovery act and other similar
systems, to pay in Reichsmarks up to the amount of the monthly
Reichsmark balances available to the respective Creditor Govern-
ments on checks, drafts or orders duly executed by the author-
ized representative of any such Creditor Government. The
Creditor Governments respectively agree to keep thce Trustee
advised of the identity and authority of such representatives and
to supply it with their specimen signatures.

Art. VIII. Payment by the Trustee in compliance with the
documents referred to in the preceding article shall constitute full
discharge to the Trustee for the Reichsmark payments made.
Payments in currencies other than Reichsmarks made or trans-
ferred out of the Annuity Trust Account upon the order of a Creditor
Government or eflected under the authorizations contained in
Art. 1V above, shall constitute a full discharge to the Trustee for
the payments made. In addition, as soon as possible after the close
of each annuity year when the respective Creditor Governments
shall have received the annual account and auditor’s report referred
to in Art. XVII hereof, the competent authority of each Creditor
Government shall give the Trustee a final global quittance and
release for the actual payments made, during the annuity year
in question to or upon the order of the Creditor Government con-
cerned, as disclosed by the said accounts.

ART. IX.? The Trustee declares that it has taken note that the
German Government undertakes during the period up to March
31, 1966, to maintain at the Bank a non-interest-bearing deposit
equivalent to 509, of the average deposit remaining in the An-
nuity Trust Account, but not exceeding 100 million Reichsmarks.

1 The article repeats the undertaking of Art. VI of the Certificate of Indebtedness.
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The Bank shall to this end certify to the German Government
and to the Creditor Governments every month the average of the
balances at the close of each working day left by the Creditor
Governments on deposit without interest during that month, in
respect of the sums arising from the German payments under the
Dawes Plan or under the present Plan up to the time when they
are drawn out by the Creditor Governments.

The first deposit will be paid by the German Government to the
Bank 15 days after the coming into force of the New Plan, the
amount of the deposit being calculated on the average of the daily
balances above mentioned left with the Agent-General or the
Bank during the month ending two working days prior to the date
of deposit, excluding sums returnable to the German Government
under Annex III of the Hague Protocol of August 31, 1929, or any
supplementary arrangement.! The deposit shall be maintained
at the amount so calculated during one month. At the end of
this period the deposit will be adjusted by a further deposit or by
the withdrawal of part of the existing deposit on the basis of the
average of the daily balances referred to above during the month
ending two working days before the date of the adjustment. A
similar adjustment will take place at the end of the second month
from the date of the first deposit. At the end of the third month,
and thereafter at intervals of three months, the deposit shall be
adjusted on the basis of the average of the daily balances referred
to above during the three months ending two working days before
the date of each such adjustment. The intervals referred to in
this paragraph may be changed by agreement between the Gov-
ernments concerned with the concurrence of the Trustee.

The Trustee will accept this deposit under the conditions set
out in this article.

ArT. X. The Trustee declares that it has taken note of the pro-
visions of the Plan with respect to the functions assigned to the
Bank of International Settlements in connection with any declara-
tion of the German Government requiring the convening of the
Special Advisory Committee, and the Trustee agrees and the
Creditor Governments confirm that the Trustee. shall carry out

t By the arrangements referred to, surpluses of Dawea Plan receipts over New

Plan requirements were invested by the Agent-General from September 1, 1929, until
the formal entrance into force of the New Plan in Germany treasury bills (Reichs-

sch ). The so invested on February 28, 1930, was
224,900,000 Reichsmarks. The 1 ary ar referred to is a transitory

provision printed in Agr ts, p. 141; E rfe s den Geselsen, D. 308.
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the functions assigned it in that respect and in the manner de-
scribed in the Plan,?

The Trustee takes note that, in application of Art. 124 of the
Experts' Report, any recommendation of the Advisory Committee
affecting the rights of the Creditor Governments shall not bind
those Governments unless it is accepted and confirmed by the
Creditor Governments which participated in the decision of Sep-
:ember 16, 1928, to set up the Committee of Experts; and that
imilarly any recommendation affecting the rights of the German
Sovernment shall not bind that Government unless it is accepted
wnd confirmed by that Government.

Art. XI. Immediately on receiving from the German Govern-
nent in conformity with the Plan notification of suspension of
ransfer of the whole or part of the postponable annuity the Trus-
ee shall inform the Creditor Governments accordingly.

(a) As soon as this suspension becomes effective:

(1) The Trustee shall continue to transfer each month the
sums necessary for assuring the service of the external loan of
1924 in accordance with par. a, Art. 1V of this contract;

(2) The Trustee shall continue to credit or transfer each
month in accordance with the provisions of par. b, Art. IV, of
this contract the sums paid by the German Government in
respect to the nonpostponable annuity;

(3) In the event of a partial postponement, in any year, of
transfer or of payment of the postponable annuities, the Trustee
shall distribute the part of the postponable annuities actually
paid and transferred in that year in such a manner as to insure,
8o far as may be possible, that the receipts of the several Creditor
Governments out of the aggregate payments actually trans-
ferred by Germany (whether on account of the unconditional or
of the postponable annuities) shall be proportionate to their
respective shares in the total annuities due by Germany under
the Plan in respect of that year, provided always that the Creditor
Governments entitled to an allocation out of the unconditional
annuities shall in no case receive less than the allocations due
to them respectively out of those annuities; .

(4) Should the amount of the postponable annuities paid and
transferred by Germany be insufficient to provide in full to each
of the Creditor Governments its due share of the to.tal German
payments transferred, having regard to the allocations out of

1Sce Report, par. 1191
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the unconditional annuity referred to in the previous paragraph,
the Trustee shall, in accordance with the provisions of par. 202
of the Annexes to the Experts' Report! withdraw from the
Guaranty Fund, to be constituted by the French Government,
the sums necessary to make up the deficiency to each of the
Creditor Governments concerned. The sums so withdrawn from
the Guaranty Fund shall be repaid to that fund in accordance
with the Plan at the end of the period of postponement.

(b) During the course of a partial or total postponement of
transfer the Trustee may accept from Germany payments in
Reichsmarks in respect of the amounts of which transfer has been
postponed and of which payment has not been postponed under the
Plan. The Trustee is authorized to give to the German Govern-
ment receipts for such payments which will be in the nature of
temporary acknowledgments. These acknowledgments will be
converted into final receipts pro tanto on the transfer of the amounts
postponed, or on the utilization of the Reichsmarks accepted by
the Trustee under this paragraph for payments in respect of de-
liveries in kind or in respect of reparation recovery acts and
similar procedures under the special programs referred to in Annex
IV of the Experts’ Report.?

(¢) Any sums accepted in Reichsmarks by the Trustee under
par. (b) above will be distributed in the form of credits in the
Trustee's books in such a way as to complete the credits due to
each Creditor Government for the year in question under the Plan,
and the Guaranty Fund in so far as it has been drawn upon. These
Reichsmarks will be administered by the Trustee in the manner
provided in the Plan,

(d) The parties to this contract agree that all investments of
such Reichsmark funds effected by the Trustee shall be made for
the individual account of the Creditor Governments, as their
interests require, for their advantage and at their risk. In par--
ticular the proceeds of investment of Reichsmarks credited to the
Guaranty Fund will be assigned to the French Government.

Art, XII. The Creditor Governments and the Trustee agree
that the Trustee shall have exclusive authority to act as agent of
the Creditor Governments or any one of them, so far as concerns
the operations relating to the mobilization of the German annuities,
and that in the discharge of the functions and in the use of the

1 See p. 188,
1 See for final form, p.-191, as enacted in the Hague protocol.
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authority intrusted to it as agent in this matter the Trustee will be
guided by the provisions of the Plan which govern mobilization.
In particular, the Trustee will abide by the following provisions:

(a) When it appears to the Trustee practically possible to pro-
ceed with an issue of bonds representing the capitalization of a part
of the Annuity, the Trustee will inform the Creditor Governments.
The possibility of proceeding with such an operation shall also be
considered by the Trustee whenever so required by one or more
of the Creditor Governments.

If after examination, and in cases other than that dealt with in
the second part of par. (b) below, the Trustee considers such an
operation inopportune, it shall indicate to the Governments con-
cerned the reasons for this opinion.

(b) If one or more of the Governments concerned intend them-
selves to proceed in their own markets with an issue, the Trustee
shall fix the minimum conditions of issue at the time of the operation.

11, however, such an operation is intended in connection with
internal conversion operations, the Government concerned will be
free to offer the bonds on its own market on whatever conditions
it may be able to obtain, without its being necessary for the Trustee
to consider whether the creation of the bonds is opportune, and on
the understanding that the bonds will only be quoted on the market
of issue,

(c) If one or more of the Governments concerned propose an
international issue on other markets than their own respective
markets, the Trustee shall at their request, if it considers on ex-
amination that conditions on these markets permit such an opera-
tion, take steps to proceed with this issue and determine, after
making sure that the Central Banks concerned have no objection,
the markets on which such offers may be made. .

In the case of such issues, the various Governments having a
share not yet mobilized in the nonpostponable portion of the
Annuity shall be given the right to participate in proportion to the
following figures: France 500, Great Britain 84, Italy 42, Japan
6.6, Yugoslavia 6, Portugal 2.4. .

No issue of an international character may however be made in
the market of any of the countries the Government of which has
signed this Trust Agreement without the approval of that Gov-
ernment both as regards the amount of the issue and as regards
the conditions on which it shall be authorized. .

(d) If it is decided to proceed with an issue and if one or more
of the Creditor Governments so request, the Trustee shall arrange,

[1029]



230 WORLD PEACE FOUNDATION

in agreement with those Governments and with the Issuing Bankers,
the detailed conditions on which the bonds shall be issued.

(¢) The Trustee shall apply to the German Government, as
provided in the Plan, for the creation of issuable bonds.

(f) The Trustee declares its willingness to act as trustee or rep-
resentative of the bondholders, or as agent for all issues of bonds
made in pursuance of the provisions of the Plan relative to mobiliza-
tion, to the extent provided in the loan contract to be concluded
between the Trustee and the Governments concerned on the
occasion of an issue of such obligations.

(g) The expenses and commissions to be received by the Trustee
both for the creation of bonds and for their issue shall be.deter-
mined between the Trustee and the Governments concerned with
regard to the importance of the functions which may be attributed
to it on the occasion of each operation.

Art. XIII. The Trustee will credit to a special Trust Account
the deposits which the French Government has undertaken to make,
in the circumstances contemplated in the Plan, up to an amount of
500,000,000 Reichsmarks, in currencies other than Reichsmarks
based upon the gold or gold exchange standard..

The Trustee undertakes to administer these funds in such a way
that the sums deposited shall be available in currencies other than
Reichsmarks, based upon the gold or gold exchange standard, in
order to equalize the short payments to the other creditors during
a period of transfer postponement.

Subject to the provisions of Art. XI (¢) and (d), the Trustee
will pay interest to the French Government, at the maximum cur-
rent rate paid for long-term deposits, on the amount standing in
this account in currencies other than Reichsmarks.

If it is agreed that this deposit shall remain for more than five
years, the French Government shall be entitled to participate in the
profits of the Bank in respect of this deposit on the terms laid down
in Art. 53, (e) and (i), of its Statutes. It shall be restored to the
French Government in the circumstances contemplated in the plan.

Art. XIV. If the German Government elects to make the long-
term deposit up to 400,000,000 Reichsmarks provided for in the
Plan, the Trustee agrees to receive and administer this deposit and
to take the consequent measures for allocation and utilization of
its profits according to the provision of Art. 53, (¢) of the Statutes
of the Bank. B

Art. XV. In addition to making disbursements and keeping
accounts in connection with deliveries in kind, reparation recovery
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acts and other similar systems as above provided, the Trustee de-
clares that it takes note of the arrangements regarding deliveries
in kind and reparation recovery acts contained in the relevant an-
nexes to the Hague agreement of January, 1930, and agrees to
observe the same as far as lies within its province and powers as a
bank as set forth in the Statutes,

Axrt. XVI. The Trustee is authorized and agrees with respect
to the assigned revenues of the Reich to exercise the discretions
referred to in Sect. 3 of Annex III of the Experts’ Report.?

Art. XVII. The Trustee shall furnish to each Creditor Govern-
ment at the close of each month an account showing all the receipts
and payments of the Trustee during that period in respect of the
annuity received from Germany. The Trustee shall also furnish
to each Creditor Government as soon as may be after March 31
in the year 1931, and every succeeding year, a copy of the account
as approved by the auditors of the Bank for International Settle-
ments of all its operations in respect of the whole of the German
annuities, including the service of the German external loan of
1924, since the close of the last preceding yearly account, or, in the
case of the first account since the commencement of operations of
the Bank, and of any report that may be made by the auditors
on such accounts. The Bank shall also furnish to each creditor
Government a copy of its Annual General Report as soon as pub-
lished.

ArT. XVIII. From the date of coming into force of the present
contract until its completion, the Creditor Governments, in addi-
tion to maintaining the deposits referred to in Ast. IV (¢), agree to
pay to the Trustee a commission of 1 per mille on the actual pay-
ments received from the German Government on their behalf,
in respect of the remuneration provided in Art. 84 of the Annexes
to the Experts’ Report. .

This payment will form a prior charge in favor of the Trustee, in
accordance with the Plan, on the sums received by it on behalf
of the Creditor Governments within the Annuity Trust Account.

The provisions of this article will remain in force failing any new
arrangement; such new arrangement may be made at the end of
the first or of any one of the first five financial years, at the re-
quest of one of the signatory powers or of the Trustee.

ART. XIX. The Trustee is authorized and agrees to notify forth-
with to the Creditor Governments any difficulty which may anise

1Cf. for substance, Art. XVI, supra.
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between it and the German Government relative to the interpre-
tation or the application of the Plan.

Art. XX. The Creditor Governments and the Trustee agree
that, if any dispute shall arise between them or any of them with
regard to the meaning or application of the provisions of this Trust
Agreement, the dispute shall be referred for final decision to the
Tribunal provided for by the Hague agreement of January, 1930,
unless the parties to the dispute shall elect to refer the same
to the president of the Tribunal, or a member thereof, selected
as sole arbiter.

ART. XXI. The present Contract shall come into force between
the Trustee and the Creditor Governments whose representatives
have signed it as soon as the Plan has been put into application and
this Contract has been signed on behalf of the Trustee and of four
of the following powers: Belgium, France, Great Britain, Italy and
Japan.

The French text is alone authentic.

[Exhibit A] Debt Certiﬁ_cate of the German Government?

I. The German Government, by this present certificate, undertakes
a solemn engagement subject to the stipulations of the New Plan as
defined by Art. I of the agreement of The Hague of January, 1930, to
pay to the Bank for International Settlements as Trustee for the
Creditor Powers, and not to any other agent nor by way of direct pay-
ment to any one of its creditors, and in conformity with the following
provisions, the annuities set out in the following table plus the sums
required for the service of the German External Loan 1924 as pro-
vided in the General Bond dated October 10, 1924.2 The annuities
set out in the table 3 shall be paid by equal monthly instalments on the
15th of each month and if the 15th is not a working day then on the
working day next following.

Millions of

¢ : Reichsmarks
Sept. 1, 1929-March 31, 1930 . . . . . . . . 676.9
April 1, 1930-March 31, 1931 . . . . . . . . 1,641.6
April 1, 1931-March 31, 1932 . . . . .. . . 1,618.9
April 1, 1932-March 31, 1933 . . . . . e . . 16721
April 1, 1933—March 31, 1934 . . . . . . . . 1,7419
April 1, 1934-March 31, 1935 . . . - . B . . 1.807.5
April 1, 1935-March 31, 1936 . . . . . . . . 1,833.5
April 1, 1936-March 31, 1937 . . . . . . . . 1,880.3

1 Annex III to the agreement of January 20, 1930, Agreements, p. 31.

IR ion C: issi Official D is, X1V, p. 318.

& This table differs from the schedules in pars. 86 and 87 of the Report in that the
quota of the United States there included has been here subtracted.
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April 1, 1937-March 31, 1938
April §, 1938-March 31, 1939
April 1, 1939-March 31, 1940
April 1, 1940-March 31, 1941
Apeil §, 1941-March 31, 1942
April §, 1942-March 31, 1943
Apri) 1, 1943-March 3t, 1944
April 1, 1944-March 31, 1945
April 1, 1945-March 31, 1946
Apeil 1, 1940-March 31, 1947
April 1, 1947-March 31, 1948
April 1, 1948-March 31, 1949
April 1, 1949-March 31, 1950
April 1, 1950-March 31, 1951
April 1, 1951-March 31, 1952
April 1, 1952-March 31, 1953
April 1, 1953-March 31, 1954
April 1, 1954-March 31, 1955
April §, 1955-March 34, 1956
April 1, 1956~-March 31, 1957
April 1, 1957-March 31, 1958
April 1, 1958-March 31, 1959
April §, 1959-March 31, 1960
April 1, 1960-March 31, 1961
April 1, 1961-March 31, 1962
April 1, 1962-March 31, 1963
April 1, 1963-March 31, 1964
April 1, 1964-March 31, 1965
April 1, 1965-March 31, 1966
April 1, 1966-March 31, 1967
April 1, 1967-March 31, 1968
April 1, 1968-March 31, 1969
April 1, 1969-March 31, 1970
April 1, 1970-March 31, 1971
Apri] §, 1971-March 31, 1972
April 1, 1972-March 34, 1973
April 1, 1973-March 31, 1974
April 1, 1974-March 31, 1975
April 1, 1975-March 31, 1976
April 1, 1976-March 31, 1977
April 1, 1977-March 31, 1978
April 1, 1978-March 31, 1979
April 1, 1979-March 31, 1980
April 1, 1980-March 31, 1981
April 1, 1981-March 31, 1982
April 1, 1982-March 31, 1983
April 1, 1983-March 31, 1984
April 1, 1984-March 31, 1985
Apri} 1, 1985~-March 31, 1986
April 1, 1986-March 31, 1987
April 1, 1987-March 31, 1988

R R R R R R R R I T T S R R
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of said loan shall be added to the amounts specified in the foregoing
table in determining the aggregate sum of each Annuity payable there-
under. The annual amounts payable for’ the service of the loan shall
be treated as payments on account of the nonpostponable portion of
the respective annuities and shall be transferred when received to the
credit of the Trustees for the German External Loan, 1924.

II. [Secs. 1-3, 4, par. 1, § and 6 of this article state the conditions
set forth in the Trust Agreement, Art. III, pars. 1-3, 5-6.]

4, par. 2. The Bank's receipt giving credit in Reichsmarks for pay-
ments made to the Bank for International Settlements by the German
Government or on its behalf for the execution of the New Plan, shall
during the normal operation of the New Plan constitute a complete
and sufficient discharge of the obligations of the German Government
with respect to such payments.

Should, however, transfer postponement be in whole or partial effect,
the Bank's receipt giving credit in Reichsmarks shall constitute a com-
plete and sufficient discharge of the obligations of the German Govern-
ment with respect to all payments into the Annuity Trust Account
made in foreign exchange and with respect to such portions of the pay-
ments made in Reichsmarks as in the opinion of the Bank provide
current funds for deliveries in kind or services. As to the remainder,
the receipt of the Bank shall be in the nature of a temporary acknowledg-
ment only.

III. 1, To this certificate are attached coupons representing each
the whole of one annuity payable, after deduction of the amounts re-
quired for the service of the German External Loan, 1924; each coupon
is divided into two parts — Part A represents that part of the annuity
which is mobilizable and nonpostponable; Part B the postponable por-
tion of each annuity. Each part of the annuity coupon enjoys ab-
solutely equal rights throughout except with regard to the possibility
of postponement hereinafter provided for.2

2. The Bank shall distribute moneys in payment of the mobilized or
mobilizable portions of the annuity coupon among the whole of the
bondholders and the creditor Governments in proportion to the rights
of each to share in the portion of the annuity coupons not subject to
postponement, without allowing a priority of any kind to any tranche
or to any claim. It will distribute the moneys relating to the nonmobil-
izable portions of the annuity coupons among the creditor Govern-
ments, the transfer of these moneys taking place only after the transfer
of the moneys relating to the mobilized or mobilizable portion of the
annuity coupon.?

IV. 1. The service of interest and amortization of the mobilizable
or mobilized portions of the annuity coupons shall be paid to the Bank
in currencies other than the Reichsmark by the German Reich without

1 Repeats Report, Annex III, I (par. 124). -
3 Repeats Report, Annex 1II, VII (b) (par. 142).
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any reservation, i.c., on its own responsibility. The financial service of
these mobilizable or mobilized portions of the annuities shall constitute
a final and unconditional international obligation in the ordinary finan-
cial sense of the word.?

2. Furthermore, upon the request of the Bank for International
Settlements, acting as trustee of the Creditor Powers, if and in so far
as the Bank considers such a course opportune, Germany undertakes to
substitute for Part A of the coupons issuable bonds bearing its name,
representing, on the same conditions as this certificate and the said
coupons, an obligation of the Reich. The amount and form of these
bonds and the specifications of the currency in which they shall be
issued shall be fixed by the Bank,

3. If any one or more of the Creditor States should intend to utilize
internal issues of German bonds in connection with operations for
the conversion of national debt, such bonds shall be quoted only
on their market of issue.?

4. If and in so far as Germany shall redeem reparation loans (gen-
eral or conversion loans) which can be redeemed before their due date
according to the issue conditions, the part of the annuity destined for
the service of the loan so redeemed will accrue to Germany. It is
understood that the Bank will, as far as possible, make every effort
to secure that loans will not be issued without granting to Germany
an appropriate right of anticipated redemption.

5. Germany shall have the right to redeem all or part of the not yet
mobilized annuities (Parts A and B of the coupons) on a basis of
534 % discount.

V.} 1. The payment of the nonmobilizable portion of the annuity
coupons shall be made to the Bank for International Settlements by
the German Government in the same conditions as that of the mobilized
or mobilizable portion of the annuity coupons.

2. Nevertheless,

(a) Bonds representing the nonmobilizable portion of the annuity
coupons can not be created except with the consent of the German
Government.

(b) It is in respect of the monmobilizable portion of the annuity
coupons that the German Government may avail itself of the right of
postponing transfer or payment on the following conditions. .

3. The German Government, by giving at least 90 days’ previous
notice, shall have the right to suspend for a maximum period of two
years from its due date all or part of the transfer of the postponable
part of the annuity. Transfer postponement thus declared_ shall affect
the postponable annuity as and from that date on which transfer
postponement becomes effective.

1 Repeats Report, Annex !II, V (par. 137).
1R d in Trust A Art. XII ().
* Pars. 1-8 repeat Report, Annex I1I, VI (pare. 139-140) and Annex IV, 1, 3-5
(pars. 147, 148, 150-154),
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4. If, during any annuity year, the German Government shall avail
itself of this power, the transfers falling due during any second year
can not be postponed for more than one year from their respective
due dates, unless and until the transfers due during the first year shall
have been effected in full, in which case the transfers due during such
second year may be postponed two years from their respective due
dates; and the transfers due during any third year can not be post-
poned at all until the transfers due during the first year have been
effected in full.

5. At any time when postponement of transfer is in effect but not
until one year after it has become effective, the German Government
shall have the right to postpone payment for one year of 509, of any
sum the transfer of which shall then be susceptible of postponement
under the conditions stated above. This percentage may be increased
upon the recommendation of the Advisory Committee provided for
in Part 8 (¢) of the Report of the Experts of 1929.

6. Any sum in Reichsmarks the transfer of which is postponed shall
be deposited to the account of the Bank for International Settlements
at the Reichsbank for eventual release of balances not absorbed by
deliveries in kind, against payments in foreign currencies by the Ger-
man Government. At all times the employment, whether for invest-
ment or for deliveries in kind, of Reichsmarks so deposited shall be
subject to agreement between the Reichsbank and the Bank for In-
ternational Settlements.

7. In settling the way in which these sums are to be employed ac-
count shall be taken of the possibility of establishing special programs
in conformity with the procedure, provision for which is made in
Appendix 1 to Annex II to the Hague Protocol of August 31, 1929.1

8. Interest at the rate of 1%, per annum above the prevailing Reichs-
bank discount rate, or 5}4Y%, whichever is lower, shall be paid half-
yearly by the German Government on the daily amount of the sums
the transfer or payment of which has been postponed and which have
not been invested or utilized for deliveries in kind. This interest shall
be treated in all respects similarly to the principal sum upon which it
accrues, and the return upon that portion of the funds actually in-
vested shall be for the account of the Creditor Powers.

9. At the end of any period in respect of which a total or partial
postponement of transfer or payment has been declared for any monthly
instalment, the instalment or part thereof the transfer or payment of
which has been so postponed shall become immediately payable to
the Bank for International Settlements in foreign currencies, with
the exception of any amounts of which the Creditor Powers have
already had the benefit in some other form in pursuance of the New
Plan. This clause modifies in no way the functions of the Special
Advisory Committee provided for in the New Plan.

1'See page 191.
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10. In the event of any declaration of postponement made by
Germany or at any other time when the German Government declares
to the Creditor Governments and to the Bank for International Settle-
ments, that it has come to the conclusion in good faith that Germany’s
exchange and economic life may be seriously endangered by the transfer
in part or in full of the postponable portion of the annuities, the Bank
for International Settlements shall convene the Special Advisory
Committee mentioned in Chapter 8 (¢) of the Experts’ Plan of June 7,
1929.

The Special Advisory Committee shall forthwith consider the situa-
tion in all its aspects, as provided in the Plan, and shall indicate for
consideration by the Governments and the Bank what, in their opinion,
are the measures that should be taken in regard to the application of
the Plan. In application of Art. 124 of the Report of the Experts of
June 7, 1929, any recommendation of the committee affecting the
rights of the Creditor Governments shall not bind the Creditor Govern-
ments unless it is accepted and confirmed by the Creditor Govern-
ments who participated in the decision of September 16, 1928, to set
up the Committee of Experts. Similarly, any recommendation affect-
ing the rights of the German Government shall not bind the German
Government unless it is accepted and confirmed by that Government.

VI. [The declaration textually repeated in the Form of Trust
Agreement, Art. 1X, p. 225.]

VII. As a collateral guaranty the German Government, without
prejudice to its general liability for payment of the annuities and its
complete freedom to make these payments out of its general revenues
and without prejudice to the securities for the German External Loan,
1924, assigns, in pursuance of the provisions of the relative Annex
[X1] of the agreement of The Hague of January, 1930, the proceeds of
the customs, tobacco, beer and alcohol (monopoly administration)
duties to the service of the present certificate, including the service
of any bonds which may be issued in accordance with the New Plan.

The proceeds of the annual direct tax of 660,000,000 Reichsmarks
payable by the German Railway Company are also assigned as a
collateral guaranty to the service of the annuities. The amounts of
the obligation of the German Railway Company will be paid in accord-
ance with the Certificate of Debt of that company on the first day of
each month, and if the full amount of the previous monthly payment
due by the German Government has been paid, the amounts so paid
by the German Railway Company will be transferred, i diately on
their receipt, to the German Government. .

VIII. The obligation of the German Government in relation to
the annuities for which this certificate provides shall not be deen!ed
to have been fulfilled until all sums, the transfer or payment of.wlnch
may from time to time have been suspended, have been either in (as:t
completely transferred to the Bank for International Settlements in
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the shape of approved currency other than the Reichsmark or employed
for deliveries in kind.!

IX. At the end of each annuity period, when the Bank for Inter-
national Settlements has received from the German Government
the amounts due under this present certificate, the Bank will return
to the Government the coupon corresponding to the payments of that
annuity period.? The certificate itself will be delivered when all the
coupons have been paid.

X. The foregoing provisions shall not be deemed to affect the
provisions of the New Plan, which are not dealt with in this certificate.

1 Enacts Report, Annex IV, 2 (par. 149).
2 Cf. Trust Agreement, Art. III, par. 4.
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III. INTERGOVERNMENTAL INDEBTEDNESS

1. ARRANGEMENT RELATING TO THE CONCUR-
RENT MEMORANDUM ACCOMPANYING THE
EXPERTS’ PLAN OF JUNE 7, 1929!

The duly authorized representatives of the Governments of
Belgium, France, Great Britain and Northern Ireland, Greece,
Italy, Portugal, Rumania and Yugoslavia have agreed with the
German Government as follows:

(1) The creditor powers undertake that Germany shall on the
conditions contained in the Annex hereto (which is a reproduction
of the “Concurrent Memorandum* attached to the Report of the
Experts’ Committee of June 7, 1929) have the benefit of any relief
which any one or more of these powers may receive in respect of its
net outward payments on account of War Debts. The War Debts
referred to in this clause are those dealt with by the following agree-
ments:

Interallied debts which have been taken into consideration in calcu-
lating the annuities according to the Young Plan

(1) To the United States of America®

Great Britain: Agreement of June 18, 1923,
France: Agreement of April 29, 1926,

Italy: Agreement of November 14, 1925,
Belgium: Agreement of August 18, 1925,
Yugoslavia: Agreement of May 3, 1926,
Rumania: Agreement of December 4, 1925,
Greece: Agreement of January 18, 1928.

3 7 of the Ha; Final Act, Agraemenis concluded of the Hague Com~
I-u?ao.cl%mmnwt 3 193;. ». lzog&im:_n;(o. :t (1935;: Cmd:'MBL; Entwiirfs su den Geseisen
fibor dis Haagar Konferens, p. 248.

$The texts of the are in Combined Annual Reporis of the World Wor
Foreign Debt C i 335 Great Britain, p. 106; France, p. 257; Italy, p. 222; Bel-
gium, p. 171; Yugoslavia, p. 280; Rumania, p. 244; Greece, Public Act 747, ap-
proved February 14, 1929.
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(2) To Great Britaint

France: Agreement of July 12, 1926,

Italy: Agreement of January 27, 1926,
Rumania: Agreement of October 19, 1925,
Yugoslavia: Agreement of August 9, 1927,
Portugal: Agreement of December 31, 1926,
Greece: Agreement of April 9, 1927,

(3) To France

Rumania: Agreement of January 17, 1930,

Yugoslavia: Agreement of January 20, 1930 (dealing with
the War Debt),

Greece: Agreement of January 20, 1930 (provisions relating
to the prearmistice debt — Tranche A).

(2) Any dispute between the contracting parties as to the inter-
pretation or application of the agreement shall be submitted for
final decision to the Tribunal established by the Agreement with
Germany concluded at The Hague in January, 1930.

(3) This arrangement, of which the English and French texts
are equally authentic, shall be ratified, and shall go into force for
each Government after ratification by it, at the same time as the
agreement with Germany for the complete and final settlement of
the question of reparations concluded on this same day at The
Hague goes into force.

Done at The Hague this 20th day of January, 1930.

CurTIUS. - N. Pourris.

WIRTH. "~ J. G. PoLrtis.
ScHMIDT. A. MOSCONIL
MOLDENBAUER. A. PIRELLL

HENRT JASPAR. Suvica.

PauL HymaNs. G. G. MIrONESCO.
E. FrANCQUIL J. Lucosiano.

Henrr CaEron. AL. ZEUCEANO.
LOUCHEUR. Dr. V. MARINEOVICH.
PHILIP SNOWDEN. Const. FoTicH.

1 The texts of the agreements are published in British Parliamentary Papers, France,
Cmd. 2692; Italy, Cmd. 2580; Yugoslavia, League of Nations, Treaty Series, LXIX,
p. 256; Portugal, Cmd. 2791 and Treaty Series, LXI, p. 115; Greece, Cmd. 2848 and
Tyeaty Series, LXVII, p. 218; Rumania, L'Europe nouvelle, July 30, 1927.
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ANNEX

241

[Concurrent Memorandum but not a Part of the Report]

Special Memorandum of the Experts of the Principal
Creditor Powers and of Germany regarding Out-
Payments.

(Signed concurrently with the Report of the Committee of

Experts)

1. In the annuities provided in the report, the following amounts
are required to cover out-payments:

I T e S T T v e e e s e

(Equivalent in millions of Reichsmarks)

965.1 | 31

942.3 | 32

995.4 | 33
. 1,136.4 | 34
. 1,199.0 | 35
S 1,224.9 | 36
. 1,271.8 | 37
. 1,334.0 | 38
. 1,352.5 | 39
. 1,375.0 | 40
. 1,487.6 | 41
. 1,437.9 | 22
. 14551 | 43
. 14515 | 44
. 1464.7 | 45
. 1,460.9 | 46
. 1456.5 | 47
. 1472.3 | 48
. 1467.1 | 49
. 1,461.6 | 50
. 1,503.9 | 51
. 1.487.9 | 52
. 1,491.0 | 53
. 1,498.1 | 54
. 1,509.4 | 55
. 1,504.5 | 56
. 1499.1 | 57
. 1,506.7 | 58
. 1,538.6 | 59
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242 WORLD PEACE FOUNDATION

It is represented that in the event of modifications of those
obligations for out-payments, by which the creditors benefit, there
should be some corresponding mitigation of the German annuities.
The Experts of the four chief creditor countries and of Germany,
therefore, recommend that Germany and all the creditor Govern-
ments having obligations for out-payments should undertake be-
tween themselves an arrangement on the following basis:

2. Any relief which any creditor power may effectively receive,
in respect of its net outward payments on account of War Debts,
after making due allowance for any material or financial counter-
considerations, and after taking into account any remissions on
account of war debt receipts, which it may itself make, shall be
dealt with as follows:

As regards the first 37 years:

(a) Germany shall benefit to the extent of two-thirds of the net
relief available by way of a reduction in her annuity obligations
thereafter.

() One-third of the net relief shall be retained by the creditor
concerned, in addition to the amounts otherwise receivable from
Germany.

(c) Nevertheless, so long as any liability of Germany persists in
respect of the period after the 31st March, 1966, the creditor con-
cerned will retain annually only one-fourth part of the net relief,
the balance being paid to the Bank for International Settlements.

(2) These payments to the Bank for International Settlements
shall accumulate to assist Germany toward meeting her liabilities
in respect of the period after the 31st March, 1966; any sums
found after application of the fundsg provided in Annex 1 not to be
required for this purpose (together with the accumulations thereon)
shall be returned to the creditor by whom they were provided.

As regards the last 22 years:
The whole of such relief shall be applxed to the reduction of
Germany's liabilities.

3. We recommend that the creditor Governments should agree
that, if the operation of the relief to Germany envisaged in respect
of a possible reduction of net out-payments is such as to change ma-
terially the proportions in which the total annuities provided for
in the present plan are divided among them, they meet to consider
a revision tending toward the restoration of the present proportions;
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but having regard to the following conditions set out below and
any other relevant factors then existing:

(a) The service of any bonds mobilized by the creditor country,
and the balance of its net outward payments in respect of War Debts
remaining to be covered must continue to be met out of the share
falling to it in the annuities thereafter to be paid by Germany.

() Due allowance shall be made for any material or financial
counter-considerations accepted by the creditor country in connec-
tion with the relief accorded to it in respect of War Debts payments.

4. It was originally suggested that the amounts of the post-
ponable annuities should be regulated by reference to the net
amounts which the various creditors were themselves able to post-
pone in respect of inter-Allied War Debts, the general conditions
therein governing postponements to be applied. For various
reasons this method of calculation could not be adopted, but
endeavor was made to adapt the moratorium provisions in such a
way that the rights granted to Germany should not be greater
than those of the creditor powers. The unconditional part of the
annuity has, therefore, been fixed, while guaranties have been
provided for the remainder.

FraNcQul. KASTL.
GuTT. J. C. Stamp.
E. MoOREAU. C. S. Apbrs,
J. PARMENTIER. A. PIRELLL
Dr. HjaALMAR SCHACHT. SuvicH.

Paris, June 7, 1929.

2. AGREEMENT BETWEEN GERMANY AND THE
UNITED STATES!

Agreement

Made the day of , 19 , at the City of
Washington, District of Columbia, between the Government of
the German Reich, hereinafter called Germany, party 9f the ﬁfst
part, and the Government of the United States of America, herein-
after called the United States, party of the second part.

1 Reprinted from E: fe su dew Geseizen, Vierter Teil; subsequently it was pub-
lished with & message of President Hoover to the Congress and covering letter by
the Secretary of the Treasury in Sen. Doc. No. 95, 71st Cong., 2d sess.
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Whereas, Germany is obligated under the provisions of - the:
armistice convention signed November 11, 1918, and of the treaty
signed at Berlin, August 25, 1921, to pay to the United States the
awards, and interest thereon, entered and to be entered in favor
of the United States Government and its nationals by the Mixed
Claims Commission, United States and Germany, established in
pursuance of the agreement of August 10, 1922;

Whereas, the United States is also entitled to be reimbursed for
the costs of its army of occupation; and

Whereas, Germany having made and the United States having
received payments in part satisfaction on account of these two
obligations desire to make arrangements for the complete and
final discharge of said obligations;

Now, therefore, in consideration of the premises and the mutual
covenants herein contained, it is agreed as follows:

1. Amounts to be Paid —

(a) Germany shall pay and the United States shall accept in full
satisfaction of all of Germany's obligations remaining on account
of awards, including interest thereon, entered and to be entered
by the Mixed Claims Commission, United States and Germany,
the sum of 40,800,000 Reichsmarks for the period of September 1,
1929, to March 31, 1930, and the sum of 40,800,000 Reichsmarks
per annum from April 1, 1930, to March 31, 1981, As evidence
of this indebtedness, Germany shall issue to the United States at
par, as of September 1, 1929, bonds of Germany, the first of which
shall be in the principal amount of 40,800,000 Reichsmarks, dated
September 1, 1929, and maturing March 31, 1930, and each of the
others of which shall be in the principal amount of 20,400,000
Reichsmarks, dated September 1, 1929, and maturing serially on
September 30, 1930, and on each succeeding March 31 and Sep-
tember 30 up to and including March 31, 1981. The obligations of
Germany hereinabove set forth in this paragraph shall cease as
soon as all of the payments contemplated by the Settlement of
War Claims Act of 1928 have been completed and the bonds not
then matured evidencing such obligations shall be canceled and
returned to Germany.

() Germany shall pay and the United States shall accept in full
reimbursement of the amounts remaining due on account of the
costs of the United States army of occupation, the amounts set
forth on the several dates fixed in the following schedule:
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March 31 Reichemarks September 30 Reichamarks
1930 . . . 25,100,000 1930 . . . 12,750,000
1931 . . . 12,750,000 1931 . . . 12,650,000
1932 . . . 12,650,000 1932 . . . 12,650,000
1933 . . . 12,650,000 1933 . . . 9,300,000
1934 . . . 9,300,000 1934 . . . 9,300,000
1935 . . . 9,300,000 1935 . . . 9,300,000
1936 . . . 9,300,000 1936 . . . 9,300,000
1937 . . . 9,300,000 1937 . . . 8,200,000
1938 . . . 8,200,000 1938 . . . 8,200,000
1939 . . . 8,200,000 1939 . . . 9,300,000
1940 . . . 9,300,000 1940 . . . 9,300,000
1941 . . . 9,300,000 1941 . . . 12,650,000
1942 . . . 12,650,000 1942 . . . 12,650,000
1943 . . . 12,650,000 1943 . . . 12,650,000
1944 . . . 12,650,000 1944 . . . 12,650,000
1945 . . . 12,650,000 1945 . . . 12,650,000
1946 . . . 12,650,000 1946 . . . 12,650,000
1947 . . . 12,650,000 1947 . . . 12,650,000
1948 . . . 12,650,000 1948 . . . 12,650,000
1949 . . . 12,650,000 1949 . . . 17,650,000
1950 . . . 17,650,000 1950 . . . 17,650,000
1951 . . . 17,650,000 1951 . . . 17,650,000
1952 . . . 17,650,000 1952 . . . 17,650,000
1953 . . . 17,650,000 1953 . . . 17,650,000
1954 . . . 17,650,000 1954 . . . 17,650,000
1955 . . . 17,650,000 1955 . . . 17,650,000
1956 . . . 17,650,000 1956 . . . 17,650,000
1957 . . . 17,650,000 1957 . . . 17,650,000
1958 . . . 17,650,000 1958 . . . 17,650,000
1959 . . . 17,650,000 1959 . . . 17,650,000
1960 . . . 17,650,000 1960 . . . 17,650,000
1961 . . . 17,650,000 1961 . . . 17,650,000
1962 . . . 17,650,000 1962 . . . 17,650,000
1963 . . . 17,650,000 1963 . . . 17,650,000
1964 . . . 17,650,000 1964 . . . 17,650,000
1965 . . . 17,650,000 1965 . . . 17,650,000
1966 . . . 17,650,000

As evidence of this indebtedness, Germany shall issue to the
United States at par, as of September 1, 1929, bonds of Germany,
dated September 1, 1929, and maturing on March 31, 1930, and on
each succeeding September 30 and March 31 in the amounts and
on the several dates fixed in the preceding schedule. .

2. Form of Bonds.— All bonds issued hereunder to _the United
States shall be payable to the Government of the United States
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of America and shall be signed for Germany by the Reichsschulden-
verwaltung. The bonds issued for the amounts to be paid under
Paragraph numbered 1 () of this agreement shall be issued in 103
pieces with maturities and in denominations corresponding to the
payments therein set forth and shall be substantially in the form
set forth in “Exhibit A"! hereto annexed and shall bear no in-
terest, unless payment thereof is postponed pursuant to Para-
graph numbered 5 of this agreement. Theé bonds issued for the
amounts to be paid under Paragraph numbered 1 (b) of this agree-
ment shall be issued in 73 pieces with maturities and in denomina-
tions corresponding to the payments therein set forth and shall be
substantially in the form set forth in * Exhibit B"' ! hereto annexed
and shall bear no interest unless payment thereof is postponed pur-
suant to Paragraph numbered 5 of this agreement.

3. Method of Payment.— All bonds issued hereunder shall be
payable, both principal and interest, if any, at the Federal Reserve
Bank of New York for credit in the general account of the Treasurer
of the United States, in funds immediately available on the date
when payment is due in United States gold coin in an amount in
dollars equivalent to the amount due in Reichsmarks at the average
of the middle rates prevailing on the Berlin Bourse during the half-
monthly period preceding the date of payment. Germany under-
takes to have the Reichsbank certify to the Federal Reserve Bank
of New York on the date of payment the rate of exchange at which
the transfer shall be made. Germany undertakes for the purposes
of this agreement that the Reichsmark shall have and shall retain
its convertibility into gold or devisen as contemplated in Sec. 31 of
the present Reichsbank law and that for these purposes the Reichs-
mark shall have and shall retain a mint parity of 1/2790 kilogram
of fine gold as defined in the German coinage law of August 30,
1924,

4. Security. — The United States hereby agrees to accept the
full faith and credit of Germany as the only security and guaranty
for the fulfilment of Germany’s obligations hereunder.

5. Postponement of Payment. — Germany, at its option, upon not
less than 90 days' advance notice in writing to the United States,
may postpone any payment on account of principal falling due as
hereinabove provided, to any subsequent September 30 and March
31 not more than two and one-half years distant from its due date,

1 Not reprinted.
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but only on condition that in case Germany shall at any time
exercise this option as to any payment of principal, the two pay-
ments falling due in the next succeeding twelve months can not
be postponed to any date more than two years distant from the
date when the first payment therein becomes due unless and until
the payments previously postponed shall actually have been made,
and the two payments falling due in the second succeeding twelve
months can not be postponed to any date more than one year
distant from the date when the first payment therein becomes due
unless and until the payments postponed shall actually have been
made, and further payments can not be postponed at all unless
and until all payments of principal previously postponed shall
actually have been made. All payments provided for under Para-
graph numbered 1 (a) of this agreement so postponed shall bear
interest at the rate of 5%, per annum, payable semiannually, and
all payments provided for under Paragraph numbered 1 (b) of this
agreement so postponed shall bear interest at the rate of 359, per
annum, payable semiannually.

6. Payments before Maturity.— Upon not less than 90 days’
advance notice in writing to the United States and the approval of
the Secretary of the Treasury of the United States, Germany may,
on March 31 or September 30 of any year, make advance pay-
ments on account of any bonds issued under this agreement and
held by the United States. Any such advance payments shall
be applied to the principal of such bonds as may be indicated by
Germany at the time of payment.

7. Exemption from Taxaltion.— The principal and interest, if
any, of all bonds issued hereunder shall be paid without deduction
for, and shall be exempt from, any and all taxes or other public
dues, present or future, imposed by or under authority of Ger-
many or any political or local taxing authority within Germany.

8. Notices. — Any notice from or by Germany shall be sufficient
if delivered to the American Embassy at Berlin or to the Secretary of
the Treasury at the Treasury of the United States in Washington.
Any notice, request or consent under the hand of the Secretary of
the Treasury of the United States shall be deemed and taken as
the notice, request or consent of the United States and. shall be
sufficient if delivered at the German Embassy at Wa.shlpgwn or
at the office of the Germany Ministry of Finance at l?erlm. '.l‘he
United States in its discretion may waive any notice required
hereunder, but any such waiver shall be in writing and shall not
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extend or affect any subsequent notice or impair any right of the
United States to require notice hereunder.

9. Compliance with Legal Reguirements. — Germany and the
United States, each for itself, represents and agrees that the execu-
tion and delivery of this agreement have in all respects been duly
authorized and that all acts, conditions and legal formalities which
should have been completed prior to the making of this agreement
have been completed as required by the laws of Germany and of
the United States respectively and in conformity therewith.

10. Counterparts. — This agreement shall be executed in two
counterparts each of which shall be in English and German languages
both texts having equal force and each counterpart having the
force and effect of an original.

IN WITNESS WHEREOF, Germany has caused this agreement to
be executed on its behalf by its Ambassador Extraordinary and
Plenipotentiary at Washington thereunto duly authorized, and the
United States has likewise caused this agreement to be executed on
its behalf by the Secretary of the Treasury, with the approval of the
President, pursuant to the Act of Congress approved
all on the day and year first above written.

TaE GErRMAN REICH

By.iiietiiiei i iiiaiee i,
Ambassador Extraordinary and Plenipotentiary.

TeE UNITED STATES OF AMERICA

By, .
Secretary of the Treasury

Notes Exchanged Simultaneously with Execution of the
Agreement

The German Government (The Government of the United
States) has the honor to set forth its understanding of par. No. 4
of the Agreement executed this day between the United States
and Germany in the following sense:

(@) In respect of the acceptance by the United States of the
full faith and credit of Germany as the only security and guaranty
for the fulfillment of Germany's obligations under the agreement,
Germany will be in the same position as the principal debtors of
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the United States under the debt funding agreements which exist
between them and the United States.

(b) Nothing contained therein shall be construed as requiring
the United States to release any German property which it now
holds other than as heretofore or hereafter authorized by the
Congress of the United States.

The German Government (The Government of the United
States) also desires to expressly recognize, so far as the Agreement
executed this day between the United States and Germany is
concerned, the prior rights of the holders of the bonds of the
German External Loan as provided in the general bond securing
the loan dated October 10, 1924.

The United States has received the sum of R.M.
and the sum of R.M. on account of the bonds num-
bered one to be delivered under pars. No. 1. (a) and 1. () respec-
tively of the agreement executed this day between the United
States and Germany. The receipt of these amounts will be evi-
denced by an indorsement by the United States on the bonds on
account of which the sums were received.

The agreement executed this day between the United States
and Germany is substituted for the direct arrangement providing
for the realization by the United States of its 2149, share in Ger-
man payments under the Experts’ Plan of 1924.
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ADDENDA

Page 2. The Arbitration Tribunal (Art. XV of the
agreement with Germany) is called upon at the outset to
determine whether the annuity coupons of the German
certificate of indebtedness for the period 1966-1988 shall
be divided into nonpostponable and postponable parts.
The German Government in transmitting the certificate
of indebtedness interpreted Section III (1), p. 234, as
requiring the division into Parts A and B of the annuity
coupons running only through the fiscal year 1965-66.

Page 43. The Reparation Commission and the Kriegs-
lastenkommission took the formal resolutions provided for
in the final act on May 17, 1930. On the same date the
Reparation Commission transferred all continuing func-
tions to the Bank for International Settlements.

The Bank for International Settlements was formally
constituted on May 19, 1930.

Pages 66 and 243. The financial agreement between
Germany and the United States initialed December 28,
1929, after approval by the German parliament and enact-
ment in substance by the Congress of the United States,
was signed at Washington, June 23, 1930.

Page 101. The board of directors of the Bank for
International Settlements on June 16, 1930, designated
additional central banks eligible to subscribe for stock
under Art. 7 (1) and (2) of the Statutes and to appoint
members of the board of directors under Art. 28 (3). The
central banks so designated are those of Austria, Bulgaria,
Czechoslovakia, Danzig, Denmark, Finland, Greece, Hun-
gary, Netherlands, Poland, Portugal, Rumania, Sweden,
Switzerland and Yugoslavia. The designations add
Austria, Danzig, Denmark and Finland to those men-
tioned in the text. The invitations to Portugal and Yugo-
slavia were deferred pending their complete establishment
of the gold or gold exchange standard.
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Page 110. The German Government international 5349,
loan 1930, 35-year gold bonds, is dated June 1, 1930, and
was issued on June 12 and 13 in the following amounts
in the following nine markets: United States, $98,250,000;
France, 2,515,000,000 francs; Great Britain, £12,000,000
sterling; the Netherlands, 73,000,000 florins; Sweden,
110,000,000 kronor; Switzerland, 92,000,000 Swiss francs;
Germany, 36,000,000 Reichsmarks; Italy, 110,000,000
lire; Belgium, 35,000,000 belgas. The issue price was
98.25 in France and 90 elsewhere. In dollar equivalents
the nominal and effective proceeds of the tranches were:

Nominal Effective
United States . . . . | $98,250,000 $84,500,000
France . . . . . . 98,535,185 84,500,000
Great Britain . . . . 58,398,720 50,000,000
Sweden . . .. . 29,478,900 25,000,000
Netherlands . . . . . 29,343,080 ° 25,000,000
Switzerland . . . . . 17,751,400 15,000,000
Germany . . . . . 8,575,560 7,500,000
Italy . . . . . . 5,789,300 5,000,000
Belgium . . . . . 4,866,400 4,000,000

The proceeds were alloted to Germany and the creditor
Governments by the Bank for International Settlements
on June 16 in the following amounts:

Germany . . . . . . . $100,000,000
France . . . . . . . 132,215,000
Great Britain . . . . . . 50,000,000
Italy . . . . . . . . 13,105,000
Japan . . . . . . . 2,060,000
Yugoslavia . . . . . . . 1,872,000
Portugal . . . . . . . 748,000

The annual service of the loan is 94,700,000 Reichsmarks.
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