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Calendar No. 490
69TH CONGRESS } SENATE REPORT

1st Session No. 486

EXTENDING RELIEF OF SETTLERS AND ENTRYMEN ON
BACA FLOAT NO. 3, ARIZONA

MARCH 27, 1926.—Ordered to be printed

Mr. ASHIIRST, from the Committee on Public Lands and Surveys,
submitted the following

REPORT
[To accompany H. R. 5210]

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (H. R. 5210) extending the provisions of an act for the
relief of settlers and entrymen on Baca Float No. 3, in the State of
Arizona, having considered the same, report favorably thereon with
the recommendation that the bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands (H. Rept. No. 275, 69th Cong., 1st sess.), which
is appended hereto and made a part of this report, as follows:

[House Report No. 275, Sixty-ninth Congress, first session]

The Committee on the Public Lands, to whom was referred H. R.
5210, extending the provisions of an act for the relief of settlers
and entrymen on Baca Float No. 3, in the State of Arizona, having
considered the same, report the bill back to the House with the
recommendation that the bill do pass without amendment.
The bill was referred to the Secretary of the Interior for report,

and its enactment is recommended in the following letter:

THE DEPARTMENT OF THE INTERIOR,
Washington, January 9, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.

MY DEAR MR. SINNOTT: The following report is submitted on H. R. 5210,
entitled "A bill extending the provisions of an act for the relief of settlers and
entrymen on Baca Float No. 3 in the State of Arizona."
The act of July 5, 1921 (42 Stat. 107), the provisions of which the bill pro-

poses to extend two years, and a full report as to the history leading up to the
passage of which act is found with H. R. 2422, Sixty-seventh Congress, first
session, provides that where prior to December 13, 1917, patents or patent cer-
tificates have issued under the homestead or preemption laws for lands in Baca
Float No. 3 in Arizona, and the patentees, their assigns, and legal representatives
have been evicted by the local courts by reason of the prior grant to the legal
representative of Inis Maria Baca, the patentee, his assigns, or his legal repre-
sentative, who under the laws and regulations would have been entitled to the
return of the money paid the Government in connection with the entry, shall be
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entitled to select in lieu thereof not exceeding twice the area of the lands lost,
of any nonmineral, unoccupied surveyed public lands in the State of Arizona
subject to homestead entry.
The act also provides that where a party has made a homestead entry for the

land and had fully complied with the homestead laws prior to June 22, 1914, in
the bona fide belief that the land was public land, and has been evicted there-
from or prevented from making final entry by reason of the prior grant, the
entryman, or his successor under the homestead laws, may make a second home-
stead entry for other land in Arizona not exceeding twice the area lost by reason
of the prior grant.
The act set forth, among other conditions precedent to the final confirmation

of a selection, that the right to select must be exercised within three years.
As will be seen from an examination of the former report, the parties for whom

the act of July 5, 1921, was passed lost their lands through no fault or error on
their part, and they are entitled to every consideration possible.
The time within which to make the selections having expired and it appearing

that further time is necessary, it is recommended that the bill be enacted.
Very truly yours,

HUBERT WORK.

The following letter from the Commissioner of the General Land
Office recites what relief has been extended under the act of July 5,
1921, and the exhibit in the attached report lists the settlers and
entrymen who might be benefited. Since there are a number of
deserving persons who, through lapse of time or other causes, have
been unable to perfect entries in lieu of the lands they have lost,
it is the opinion of your committee that said act should be extended
for a period of two years.

Hon. CARL HAYDEN,
House of Representatives.

MY DEAR MR. HAYDEN: In reply to your letter of January 20, 1926, inclosing
H. R. 5210, there is inclosed herewith a memorandum of the entries made under
the provisions of the act of July 5, 1921 (42 Stat. 107), for the relief of entrymen
on Baca Float No. 3 in Arizona.

Patents have issued on 12 entries and selections and 4 applications have been
rejected. Final action has not been taken on five applications where the applica-
tien was not made by the parties entitled to the relief, or where additional proof
of the applicant's right to make the selection has been required.
Two carbon copies of this letter are inclosed with additional copies of the mem-

orandum.
Very respectfully,

DEPARTMENT OF THE INTERIOR,
GENERAL LAND OFFICE,

Washington, January 26, 1926.

WILLIAM SPRY, 0074171i8SiOnfr.
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Entries made under the provisions of the act of July 5, 1921 (42 Stat. 107), for the
relief of entrymen on Baca Float No. 3 in Arizona

_

Entry Area Entryman Patent Date

055330 315.93 Wilson B. Barringer 956381 Mar. 22, 1925

08986 160 do 
056891 320 William H. Walker 961280 June 11, 1925

01533 160  do  
056927 319. 72 Harvey S. Walker (i)

02699 160 Isabella N. Mercer 
056928 320 Owen H. Walker (9
0390 160 Robert J. Goode 

056929 320 Harvey S. Walker (2)

03582 160  do 
056930 320 Thomas M. Cummings et al 970555 Dec. 9, 1925

0856 160 David J. Cumming 
056935a 119.42 Chas. D. Karns 962504 June 27, 1925

056935b 160 Chas. D. and Marg. Karns 962505 Do.
FC1384 160 Roman Ramirez 
056936 160 William Lowe 956382 Mar. 26,1925

015786 80  do 
056937 320. 11 Manuel King 956383 Do.
FC159 160  do 
056938 320 Raymond Burruel et al 961811 June 18, 1925

FC746 160 Sarah E. Burruel 
056950 320 Joseph E. Wise  (3)
01003 160 Catherine H. Wise 
056951 320 Joseph E. Wise 961231 June 11,1925

01001 160  do 
056952 880 Lucia J. Sykes Wise (4)

01299 40. 11 Lucia J. Sykes 
056972 1,000 Bertha Sanford Miller  (3)
0E140 160 Francisca Day  
CE175 160(20) Robert V. Bloxton 
CE208 16Q Henry B. Guinn 
CE207 160I\ George W. Stevens 
056974 160 Heirs of E. L. Gomez 958583 Apr. 30, 1925

02035 160(84) Evaristo L. Gomez 
056975 440 Sarah M. Black 962792 July 8, 1925

FC149 160 John F. Black 
CE298 880(58) Thomas J. Maraghan 
056980 327.41 Cruz S. Arvizu et al (9
0917 160 Dometrio Barrios 

056981 320 Dolores Valdez, widow 968080 July 15,1925

02707 160 Jose Maria Valdez_ 
056982 320 Josefa de Arvizu_ ()
0918 160 Jesus Arvizu 

056986 320 William A. O'Connor (9
03582 160 Harvey S. Walker 

1 Rejected.
2 Rejected by R. and R.
1 Amended application required.
4 Awaiting proof.
Awaiting payment for excess.

• Further proof required.

The report of the Committee on the Public Lands on H. R. 2422,
Sixty-seventh Congress, first session, is attached to and made a part
of this report.
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House Report No. 73, Sixty-seventh Congress, first session

RELIEF OF SETTLERS AND ENTRYMEN ON BACA FLOAT
NO. 3, ARIZONA.

MAY 13, 1921.—Committed to the Committee of the Whole House on the state of the
Union and ordered to be printed.

Mr. HAYDEN, from the Committee on the Public Lands, submitted
the following

REPORT.
.0

[To accompany H. R. 2422.1

The Committee on the Public Lands, to whom was referred the bill
(H. R. 2422) for the relief of settlers and entrymen on Baca Float
No. 3, in the State of Arizona, having considered the same, report
the bill back to the House with the recommendation that the bill do
pass with the following amendments:
On page 2, strike out all of lines 1, 2, and 3, and insert in lieu

thereof the following: "Be entitled to select in lieu thereof not ex-
ceeding twice the area of the lands lost, of any nonmineral unoccupied
surveyed public lands in the State of Arizona subject to homestead
entry."
On page 2, line 13, after the word "land," insert the following,

"situate in the State of Arizona and not exceeding twice the area of
the original homestead entry lost as herein set forth."
The principal historical facts relating to this case are as follows.
In March, 1835, a tract of land was granted by the then Mexican

Government to the town of Las Vegas, N. Alex. The heirs of Luis
Maria Cabeza de Baca protested at the time that this grant was in
conflict with a prior grant made to Baca. The treaty of Guadalupe
Hidalgo, between the United States and Mexico, proclaimed July 4,
1848, preserved the legal value of all grants of land previously made
by Mexico in the ceded territories. Section 6 of an act to confirm
certain private land Claims in New Mexico, approved June 21, 1860
(12 Stat., 71), provided:
That it shall be lawful for the heirs of Luis Maria Baca, who make claim to the said

tract of land as is claimed by the town of Las Vegas to select instead of the land claimed
by them, an equal quantity of vacant land, not mineral, in the Territory of New
Mexico, to be located by them in square bodies, not exceeding five in number. And
it shall be the duty of the surveyor general of New Mexico to make survey and location
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of the lands so selected by said heirs of
 Baca when thereunto required by them:

Provided, however, That the right hereby grant
ed to the heirs of Baca shall continue in

force during three years from the passage of
 this act and no longer.

The total area of the land granted to the tow
n of Las Vegas was

ascertained to be 496,446.96 acres and the Ba
ca heirs selected five

tracts of land of approximately 100,000 acre
s each, two in the Terri-

tory of New Mexico, one in the Territory of Col
orado, and two in the

Territory of Arizona. One of the areas selected in Arizona, on June

17, 1863, was afterwards found to contain 99,
289.31 acres in town-

ships 21, 22, and 23 south, ranges 13, 14, and 
15 east, and included a

part of the irrigable lands in the valley of th
e Santa Cruz River.

The Department of the Interior refused to
 issue a patent to the

Baca heirs for this selection, alleging that th
e land in question was

notoriously mineral in character, was known 
to be such at the date

of selection, and therefore permitted numer
ous conflicting entries to

be made by citizens of the United States. 
Patents have been issued

to 18 entrymen for 2,352.16 acres and 4
1 unpatented entries for

5,527.49 acres were pending when the Supr
eme Court of the United

States decided, on June 22, 1914, that tit
le to the entire area of

Float No. 3 had passed from the United Sta
tes to the heirs of Baca

on April 9, 1864. Under a decision of the United States Cour
t for

the District of Arizona, rendered on Decem
ber 13, 1917, all of the

settlers were ordered to be evicted.

Your committee is of the opinion that all 
of the entrymen who

settled on the lands in question are justly en
titled to the relief granted

by this bill. Seven reported decisions by the Departm
ent of the

Interior on various aspects of Baca Floa
t No. 3 were all adverse to

the Baca heirs. The fact that entries were accepted, final ce
rtificates

and patents issued, and that the depart
ment was opposing the claims

of the heirs of Baca in the courts fully jus
tified the settlers in making

improvements on their entries. The Supreme Court having reversed

all previous decisions of the Interior De
partment in this matter and

the settlers having been evicted from the
ir homes, it is evident that

the least that Congress should do is t
o authorize the selection of

other lands in the State of Arizona, as p
rovided in this bill.

In the following letter the Secretary of
 the Interior has recom-

mended the enactment of this bill with 
certain amendments which

have been adopted by the committee:
DEPARTMENT OF TIM INTERIOR,

Washington, May 11, 1921.

Hon. N. J. SINNOTT,
Chairman, Committee on the Public Lands,

House of Representatives.

MY DEAR MR. SINN0T1'7 In compliance
 with your request of April 21, 1921, co

n-

sideration had been given to H. R. 2422
 for the relief of settlers and entrymen on

 Baca

Float No. 3 in the State of Arizona. T
he provisions of this bill are identical 

with

Senate bill 2728, Sixty-sixth Congress, a
s reported with amendments in House Re

port

No. 1298, Sixty-sixth Congress, third se
ssion.

The bill is for the relief of settlers arid 
entrymen on a tract, containing 99,289.

39

acres located by the heirs of Luis Maria C
abeza de Baca under the provisions of se

ction

6 of the act approved June 21, 1860 (12 S
tat., 71). The location of "Float No. 3" 

was

made June 17, 1863, and was approved 
April 9, 1864, being described by metes a

nd

bounds beginning from a natural mon
ument.

On April 30, 7866, the legal representat
ives of Baca filed an application to am

end

the location, but the amended descrip
tion excluded all but a small portion 

in the

northeast corner of the original tract. 
Private land claims known as Tumacaco

ri,

Calabazas, and the San Jose de Sonoita 
claims were filed with the survey or gen

eral
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for New Mexico, under the act of July 22, 1854, for the greater portion of the lands soexcluded.
The Tumacacori and Calabazas claims were rejected by the Court of Private LandClaims and its decision was affirmed May 31, 1898, by the United States SupremeCourt in Faxon v. United States (171 U. S., 244). The San Jose de Sonoita grant wasconfirmed for a reduced area by decree of the United States Supreme Court of thesame date. (Ely's Administrator v. United States, 171 U. S., 220.)A considerable portion of the land embraced in those rejected claims had beensurveyed as public land as early as 1878 and 1880, and preemption and homesteadentries were allowed at various times thereafter. In 1884 supplemental plats of thesurveyed townships were prepared for the purpose of reserving from further entrythe land then claimed as within the Tumacacori, Calabazas, and San Jose de Sonoitaclaims. On the rejection of those claims this land, except as partly confirmed, wasrestored to entry.
During the time from 1866 until after the rejection of the conflictinc, private landclaims the claimants under Baca Float No. 3 were asserting before the Interior De-partment no claim to the land in the original location. On May 6, 1899, an applicationfor the survey of Baca Float No. 3 according to its original location was transmittedto the department and on July 25, 1899 (29 L. D., 44), the department held that theapplication to amend was a relocation and could not be allowed, and directed thesurvey of the claim in accordance with the original location and subject to furtherexamination as to the mineral character of the land and the rights of the claimants.The survey having been made and the final decision of the department having beenadverse to the location, the claimants applied to the Supreme Court of the Districtof Columbia for injunction against the Secretary of the Interior and his subordinates,and by decree of the Supreme Court of the United States in Lane v. Watts (234 U. S.,525 and 235 U. S., 17, on review) the decision of the lower court was affirmed and theSecretary of the Interior and his subordinates were enjoined from taking furtheraction.
The entries that were allowed during the time that the land was opened to entryare recited in House Report 1298, supra. Patents have been issued to 18 entrymenfor 2,352.16 acres, and 41 unpatented entries for 5,527.49 acres were pending whenthe Supreme Court of the United States decided, June 22, 1914, that title to the entirearea in Baca Float No. 3 had passed from the United States to the heirs of Baca onApril 9, 1864. It is stated in the bill that under a decision of the United States Courtfor the District of Arizona, rendered on December 13, 1917, the settlers and entry-men for whom this relief is sought were ordered to be evicted.The history of this location and of the conflicting claims, as recited in the followingcourt decisions, will give additional information:
1919. Watts v. Ely Real Estate Investment Co. (254 Fed., 862).1917. Wise v. Watts et al. (239 Fed., 207).
1914. Lane v. Watts (234 U. S., 539; (on review) 235 U. S., 17).1898. Faxon v. United States (171 U. S., 244).
1898. Ely's Administrator v. United States (171 U. S., 220).1892. Astiazaran v. Santa Rita Land & Mining Co. (148 U. S., 80).The fact that these entries were accepted, final certificates and patents issued, at atime when the department was opposing the claims of the heirs of Baca, and when infact the heirs of Baca were not claiming the lands embraced in these entries, fullyjustify the settlers in making improvements and relying upon their claims under theUnited States.
In view of the fact that the claims lost by the settlers by virtue of the final decree ofcourt in favor of the owners of the Baca Float No. 3 were of much better characterthan the remaining public lands in the State of Arizona and had been cultivated andimproved by the owners thereof, I believe that lines 1, 2, and 3 of section 2 of the billshould be amended to read as follows:
"Be entitled to select in lieu thereof not exceedinc"

b 
twice the area of the lands lost,of any nonmineral unoccupied surveyed public lands in the State of Arizona subjectto homestead entry."

Also that line 13, page 2, be amended by inserting after the word "land" the fol-lowing:
"Situate in the State of Arizona and not exceeding twice the area of the originalhomestead entry lost as herein set forth."
With these amendments, which will accord to settlers and entrymen a more equitableshare of relief and confine the lieu selections and second homestead entries to publiclands in the State of Arizona, I recommend the early enactment of the bill.Sincerely,

ALBERT B. FALL, Secretary.
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The report of the Senate Committee on Public Lands in the Sixty-
sixth Congress is submitted as a part of this report:

[Senate Report No. 498, Sixty-sixth Congress, second session.]

The Committee on Public Lands, to whom was referred the bill (S. 2728) for the

relief of settlers and entrymen on Baca Float No. 3, in the State of Arizona, having

considered the same, report favorably thereon with the recommendation that the bill

do pass without amendment.
This bill simply conveys the right to those entrymen who, prior to June 22, 1914,

had been granted patent or patents or paten, certificates under the homestead or pre-

emption laws for land within the limits of the tract known as Baca Float No. 3, in the

State of Arizona, their patentees, assigns, and legal representatives, authority to select

land of equal value in lieu of that from which they were evicted by the courts by rea-

son of prior grant to the legal representative of Luis Maria Baca.
The letter of the Secretary of the Interior recommending this legislation is made a

part of this report:

Hon. REED SMOOT,
Chairman Committee on Public Lands,

United States Senate.

MY DEAR SENATOR: I have the honor to submit the following information with

respect to Senate bill No. 72, entitled "A bill for the relief of settlers on Baca Float

grant No. 3, in the State of Arizona," and is identical with Senate bill 5332, Sixty-

fifth Congress, which was received so near the end of the session that the department

was unable to complete the examination of the records and the preparation of a report

before the close of that Congress.
The bill relates to a tract in Arizona, containing 99,289.39 acres, more or less, located

by the legal representatives of Luis Maria Baca, under the provisions of an act approved

June 21, 1860 (12 Stat.
' 

71), to which the legal title passed at the date of the approval

of the location, April 9, 1864. Subsequently the location of the grant was held to be

incomplete and invalid, and the status of Baca Float No. 3 has been the subject of

numerous instructions and decisions in the land department, until the decree of the

Supreme Court of the United States, rendered June 22, 1914 (Lane et al. v. Watts et al.,

234 U. S., 525; and on review, 235 U. S., 17), enjoining the Secretary of the Interior,

his successors, and subordinates from any further action in the matter.
Within that tract 18 homestead and cash entries have been patented, and 41 home-

stead entries have been allowed, but have not been patented. Nine homestead

entries have been canceled for various reasons. As nearly all of these entries are for

land, claimed as a part of the Tumacacori and Calabazas land claims and reserved

from entry from 1884 until after the rejection of those claims, May. 31, 1898, by the

Supreme Court (a date later than that fixed in the bill for the initiation of rights there-

under), a brief recital of the proceedings in the land department in connection with

this claim is submitted, accompanied by a list of the entries and the draft of a bill.

DEPARTMENT OF THE INTERIOR,
Washington, June 25, 1919.

HISTORY OF BACA FLOAT NO. 3.

It appears from the record that on October 31, 1862, John S. Watts, for the heirs and

legal representatives of Luis Maria Baca, filed the third of five selections under the

act of June 21, 1860 (supra), for a tract of land on the River Pecos, at a place known as

.Bosque Redondo, situated in New Mexico. Before approval permission was granted

him to withdraw the selection, and that location has no bearing upon subsequent

proceedings, except that the right became known as Baca Float No. 3, thereafter.

On June 17, 1863, John S. Watts, as attorney for the heirs of Baca, filed his selection

for the land in controversy, describing it by courses and distances from an initial point

located with reference to a natural object, Salero Mountain, in Arizona. After some

correspondence relative to the character of the land, on April 9, 1864, the Commis-

sioner of the General Land Offige approved the location and issued instructions for the

survey of the grant at the expense of the claimants, stating:
"Transcripts of the field notes and plats, certified in accordance with the require-

ments of the law, will be transmitted to this office and will constitute the muniments of

title, the law not requiring the issue of patents on these claims."
On April 30, 1866, John S. Watts filed an amended description of the land intended

to be located, and the order of survey was renewed, but the survey was never made

under the amended description.
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August 15, 1877, John H. Watts, as son and heir and as attorney for the other heirs of
John S. Watts, claiming ownership of the grant, requested permission to relocate the
claim on other land. The request was denied by the Commissioner of the General
Land Office, September 20, 1877, for the reason that the right of selection was limited
to the period of three years from the date of the act. Under date of October 10, 1877,
Charles D. Poston, claiming as assignee of the heirs of Baca, made a similar request.
A bill (S. 79) to permit the relocation of Baca Float No. 3 was introduced by request

during the Forty-seventh and Forty-eighth Congresses, and on January 25, 1885, the
Senate Committee on Private Land Claims reported adversely on said bill, and it
failed of passage.
On February 13, 1885, John C. Robinson, as owner, filed in the General Land Office

an application to relocate this claim, and under date of March 12, 1885, the then act-
ing commissioner instructed the surveyor general to permit the said Robinson to
reselect other lands in the name of the heirs of Luis Maria Baca.
On July 13, 1886, the then Commissioner of the General Land Office overruled,

reversed, and declined to follow the permission so granted; and on appeal by the
claimants, the Secretary of the Interior held (June 15, 1887, 5 L. D. 705), that the
instructions of March 12, 1885, were without authority and therefore void, and that
the claimants must be held to the location of June 17, 1863, as amended April 30, 1866.
December 21, 1888, the attorney for the said Robinson filed a formal application

with the commissioner for the survey of the grant, and in a communication dated
March 5, 1889, the surveyor general of Arizona was directed to order a hearing to
determine the known character of the land at the date of the selection, and to make a
preliminary survey of the outboundaries of the claim, upon payment of the cost
thereof, to aid in the determination of the question submitted. Whereupon said
Robinson appealed to the Secretary of the Interior, who, on June 24, 1891 (12 L. D.
676), affirmed the action of the commissioner in ordering said hearing, and a motion
for review was overruled November 28, 1891 (13 L. D. 624).
Under date of May 6, 1899, the Commissioner of the General Land Office transmitted

to this department the application of the then alleged owners of the grant for the
survey of said Float; and on July 25, 1899 (29 L. D. 44), the department recalled
and vacated the order for a hearing and directed that a survey of the claim be made
by the surveyor general in accordance with the description given in the selection
of June 17, 1863. The department found from the information submitted that it was
not simply a "mistake in the initial point" of the selection that was sought to be
corrected by the application of 1886, as therein suggested, but a complete change of
the selection was thereby asked for, including as well the courses of the exterior
lines of the claim, as the "initial point" thereof. It appeared from diagrams pre-
pared to show the proximate position on the face of the earth of the two locations
that the amended application of 1866 was for land that lies almost wholly to the east
and north of the location as made June 17, 1863, and that it included but a very small
portion in the northeast corner of the land within the limits of the original location;
and that it was in fact a relocation and not an amended description.
During all of the time from April 30, 1866, to July 25, 1899, the land claimed by the

heirs of Baca, or their alleged assigns, was that embraced by the amended location of
April 30, 1866, and no assertion or claim whatsoever was made during said time to the
lands covered by or included in the selection of June 17, 1863. The outboundaries
of the grant as located in 1863 form a square and include all of one township and
adjacent portions of the surrounding townships, being townships 21, 22, and 23 south,
ranges 13, 14, and 15 east, in Arizona.
Townships 21, 22, and 23 south, range 13 east, and parts of townships 21 and 22 south,

range 14 east, and township 22 south, range 15 east, were surveyed in 1876 and plats
approved February 19, 1877. The land included in these surveys lies wholly outside
of the amended application of 1866. Under date of March 11, 1878, instructions were
given for the suspension of these plats pending consideration of pending private land
•claims. In 1884 supplemental township plats were prepared by the surveyor general
to show the proximate location of the Tumacacori, the Calabazas, and the San Jose de
Sonoita claims, and instructions were given that sections falling wholly outside of
those claims might be disposed of. The first map of Arizona showing the relative
location of Baca Float No. 3 was the edition of 1903, igsued by the General Land Office,
although the relative locations of the private land claims were shown on the earlier
maps.
The Turnacacori and Calabazas claims were based on the sale April 18, 1844, of

abandoned MiSii011 lands by the treasury department of the Mexican State of Smora.
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Under the terms of the act of July 22, 1854 (10 Stat., 308), a petition for t
he confirma-

tion of these grants was filed June 9, 1864, with the surveyor general of Ariz
ona, who

recommended confirmation of said grants. Under the provisions of the act of March

3, 1891 (26 Stat., 854), proceedings for the confirmation of these grants were inst
ituted

in the Court of Private Land Claims and resulted in a decree that the sale 
aforesaid

was void for want of authority in the treasury department of Sonora to mak
e it and

the decree of rejection was affirmed by the Supreme Court of the United State
s May

31, 1898. (Faxon v. U. S., 171 U. S., 244.)
The San Jose de Sonoita Grant was based on the sale by the Mexican Governmen

t

in 1821 of the land involved, and a petition for its confirmation was filed Decemb
er 30,

1879, with the surveyor general of Arizona. A suit involving the validity
 of the grant

was instituted in the Court of Private T.and Claims and the decree of re
jection -was

reversed by the United States Supreme Court on appeal and the grant sustaine
d to

the extent of 1i sitios in a decision rendered May 31, 1898 (Ely's Admr. v
. U. S., 171

U. S. 220).
A fteT the rejection of the above claims homestead entries were made at th

e local

office in 1899 and later, a list of which is submitted herewith, which was -filed as

Exhibit A in the reply of the Government to the suit instituted in the courts 
by the

Bara Float claimants.
The whole subject of the validity of Baca Float No. 3, with particular referen

ce to

its conflict with the private land claims and to the homestead applications
 and with

particular reference to the survey of the Float and the segregation of the lan
d within

the private land claims, which was in conflict therewith, was the subject
 of decisions

by the Secretary of the Interior on June 30, 1900 (30 L. D. 97), March 5, 19
01 (30 L. D.

497), and December 28, 1904 (unreported). The Float claimants havi
ng failed to

deposit the cost of survey, a requirement insisted on by the departme
nt, the survey

was ordered for the purpose of making proper disposition of the pend
ing homestead

applications for land held in said decisions as having been excepted fr
om the location

of Baca Float No. 3. Survey was made of the land selected in 1863 by Philip Contzen,

deputy surveyor, and the plats and field notes filed in the office of th
e surveyor general

November 23, 1906. The survey developed the fart that the conflicti
ng private land

claims contained 30,408.83 acres within the exterior lines of the Float, w
hich embraces

also 125.60 acres of the town site of Tubac, a settled community p
rior to 1863.

While the said survey was in progress the surveyor general made ex
amination of

the character of the land and took evidence, and in view of such exam
ination and of

the testimony adduced, on November 5, 1906, he reported to the d
epartment his

recommendation that the selection be rejected in its entirety as no
t being subject to

the provisions of the act of June 21, 1860, supra.
From the decision of May 16, 1907, by the Commissioner of the Gener

al Land Office,

affirming the report and recommendation of the surveyor general, 
the claimant ap-

pealed, and on June 2, 1908 (36 L. D., 455), the department render
ed a decision holding

that the final act by which title passes under the grant made by sect
ion 6 of the act of

June 21, 1860, supra, is the acceptance by the department and
 the filing of an ap-

proved plat and field notes of survey and that the lands involved
 were not subject

to such selection, which was thereupon finally rejected. A mo
tion for review was

filed, and overruled December 5, 1908 (37 L. D., 391), and ther
eafter the claimants

brought proceedings in the Supreme Court of the District of C
olumbia, and from the

decision of that court and the Court of Appeals of the District
 of Columbia an appeal

was takenly the Secretary of the Interior to the Supreme Court of
 the United States.

The issues involved were stated in the opinion of the court
 in the following language

(234 U. S., 525, 538):
"The crux of the case in the views of the courts below is t

he question whether

title to the lands passed out of the United States in April,
 1864, and the careful and

elaborate consideration of it makes the discussion of it mere
 repetition.

"The contentions of the parties are very accurately opposed.. 
Appellants contend

that under a proper construction of the act of June 21, 1860, 
title to the Float can not

pass until there has been an official survey and a final det
ermination by the proper

officers that the land selected in 1863 was of the character 
which the statute permitted

the heirs to take--a matter still sub judice in the departmen
t' except as to certain

conflicting grants. The appellees insist, and the courts 
below, as we have seen, de-

cided, that the location of the grant and the approval of 
it by the surveyor general of

New Mexico, and subsequently in April, 1864, by Commiss
ioner Edmunds, of the Land

Office, transferred the title to the heirs of Baca.

"Another contention is made on the conflict of the 
grant as located with other

grants, to which the court of appeals replied that it was not
 now concerned with such
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question, and that if, as suggested, a controversy should arise, it 'will properly be
adjudicated in the courts where the lands are located.' In this we concur."
Under the decree of the Court of Appeals of the District of Columbia, affirmed by

the Supreme Court of the United States, the Secretary of the Interior and the Com-
missioner of the General Land Office, their successors and subordinates, are enjoined
from proceeding in any manner in the matter of the homestead entries set out in
Exhibit A to the answer in said proceedings, or in any other matter affecting said
land, except to file the plat of survey and field notes as therein directed.
In connection with Senate bill 2310, Forty-seventh Congress, second session, the

then claimant of Baca Float No. 3, John C. Robinson, made the following statements
in support of a bill authorizing the issuance to him of scrip in lieu of the grant.
"The land which was sought to be located under the particular grant to the son of

Baca, has now by a lapse of time been covered by what in common parlance are
called squatters. Parcels have been preempted, sold, and otherwise appropriated,
so that Government can not give with any degree of safety or good faith that which
has been located and partly surveyed at the expense of the grantee, as aforesaid, and
if it did, I would only be turned over to a doubtful and expensive litigation with 700
or 800 squatters, preemptors, and some people who have purchased in good faith
here and there in the most desirable locations on the grant, which at my time of life,
with my infirmities, having but one leg, and suffering from the effects of wounds,
render it impossible for me to attend to such a litigation * *
While the foregoing statenients were made with reference to the amended location

of 1866, which includes only a part of the land involved, it is probably equally true
of the original location. Under date of May 8, 1893 (16 L. D. 408), the department
considered the petition and protest of settlers upon the land within the Tumacac'ori
and Calabazas claims and reversed the decision of the Commissioner of the General
Land Office directing that the reservation under those claim; be "expunged" from
the records and the land opened to entry. John C. Robinson claimed title to Baca
Float No. 3 from the Santa Rita Land & Mining Co., claiming by purchase from the
Baca heirs, and that that company also claimed title to the Tumaca,cori and Calabaaas
claims as purchasers (Astiazaran v. Santa Rita Land & Mining Co., 148 U. S. 83).
It is a well-settled principle of the public-land laws, recognized by the courts and

by the department, that no rights can be initiated or acquired by settlement upon
land reserved from entry. Such recognition would encourage trespassers and intruders
upon withdrawals and reservations by the Government and upon the land of private
owners.

CONCLUSION.

Senate bill 72 does not limit the relief to persons who have made entry or to settlers
who established a bona fide residence upon, cultivated the land, and fully complied
with the homestead laws without other claim of title, at a time when the land was
subject to settlement and entry under the rulings of the Land Department; nor
does the bill limit the period within which such relief shall be applied for.
The bill places the burden and expense of securing this proof upon the Secretary

of the Interior, although the law and regulations require proof to be submitted by
entrymen at their expense, and the omission of a definite period within which such
claims are to be determined would permit claims to be made at any time in the future
when the records and evidence for the protection of the Government may not be
available.
As the legal title to the land involved was vested in the heirs of Baca by the approval

of the location April 9, 1864, from which date the Territorial and state statutes of
limitations became effective, the extension of relief to persons who have held con-
tinuous adverse possession for 25 years may operate to enlarge the area which the
grant claimants can now recover at law.
The Land Department has no information with respect to which of the entrymen

and settlers may have been evicted by the local courts. It is believed that a bill
should be passed permitting those who have received patents and their legal repre-
sentatives in privity of title with them to transfer and amend their entries to other
surveyed, nonmineral, unoccupied public land of equal area, and to permit bona
fide homestead settlers relying upon the rulings of the department to make second
homestead entries and receive credit for the residence and cultivation of their original
entries in connection therewith.

INCLOSURES.

A bill suggestive of the views of this department has been drafted and is herewith
transmitted. The procedure therein indicated is such as will adapt itself readily to
the prevailing practices in the department.
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There is also transmitted a list of the conflicting patented homestead entries ancl
suspended entries which have not been relinquished, verified, and corrected from the
list filed with the answer of the Government in Lane v. Watts, supra.
A diagram 1 of the area involved, showing graphically the conflicts referred to, has

been prepared in the General Land Office and photostat copies thereof are inclosed.
Cordially, yours,

ALEXANDER T. VOGELSANG,
Acting Secretary.,

EXHIBIT.

Following is a list of entries wholly or partly within the exterior limits of Baca
Float No. 3, Arizona:
Tucson H. E. 3001, January 27, 1899, Timoteo Fierros, E. of NE. 1 and N. / of

SE. sec. 7, T. 23 S., R. 14 E., 160 acres, in total conflict.
Tucson H. E. 3005 (Phoenix 01095), January 27, 1899, Joaquin S. Acevedo, SE.

of SE. 1 sec. 7, SW. 1 of SW. 1 sec. 8, N. / of NW. 1 sec. 17, T. 23 S., R. 14 E., 160,
acres, in total conflict.
Tucson H. E. 3008 (Phoenix 01096), January 27, 1899, Cornelio S. Acevedo, NE.

sec. 17, 17, T. 23 S., R. 14 E., 160 acres, in conflict as to 112.39 acres.
Tucson H. E. 3011 (Phoenix 02699), January 30, 1899, Isabella N. Mercer, E. / NE.

1 sec. 27, E. / SE. 1 sec. 22, T. 22 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3012 (Phoenix 01003), January 30, 1899, Morgan R. Wise, NE. 1 of

SE. 1 sec. 27, W. / of SW. 1 and SE. 1 of SW. 1 sec. 26, T. 22 S., R. 13 E., 160 acres,
in total conflict.

Tucson H. E. 3013 (Phoenix 01060), January 30, 1899, George W. Atkinson, SW. t
of SE. 1 sec. 35, T. 22 S., R. 13 E., N. / of NE. 1 and SW. 1 of NE. 1 sec. 2, T. 23 S.
R. 13E., 160 acres, in total conflict.
Tucson H. E. 3014 (Phoenix 01534), January 30, 1899, Edwin Egan, SW. 1 of NW.

1 and NW. 1 of SW. 1 sec. 1, SE. of E. 1, NE. 1 of SE. 1 sec. 2, T. 23 S., R. 13 E.,
160 acres, in total conflict.
Tucson H. E. 3015 (Phoenix 02700), January 30, 1899, Thomas D. Casanegra, N. /

of SW. 1, SE. 1 of SW. f, NW. 1 of SE. 1 sec. 35, T. 22 S., R. 13 E., 160 acres, in total
conflict.
Tucson H. E. 3017 (Phoenix 02701), January 30, 1899, Jose Alta,mirano, SE. of

SE. t, sec. 35, T. 22 S., R. 13 E., 40 acres, in total conflict.
Tucson H. E. 3018 (Phoenix 01001), January 30, 1899, Joseph E. Wise, E. I of NW..

1, W. / of NE. 4 sec. 35, T. 22 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3019 (Phoenix 01698), January 30, 1899, Guadalupe Vasquez, E. / of

SW. 1, W. / of SE. I sec. 1, T. 23 S. R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3020 (Phoenix 0851), January 30, 1899, Francisco Q. Acevedo, E. /

of NW. 1, S. / of NE. 1, sec. 1, T. 23 S., R. 13 E., 160.12 acres, in total conflict.
Tucson H. E. 3021 (Phoenix 01791), January 30, 1899, Benjamin Acevedo, E. I

of SE. sec. 1, T. 23 S., R. 13 E., 80 acres, in total conflict.
Tucson H. E. 3024 (Phoenix 0511), February 2, 1899, Henry Ohm, N. / of SE. 1,

SE. / of SE. 1, NE. 1 of SW. 1 sec. 9, T. 22 S., R. 13 E.
' 
160 acres, in total conflict.

Tucson H. E. 3029 (Phoenix 0856), February 6, 1899, David J. Cumming, S. / of
SW. 1 sec. 15, E. / of NW. 1 sec. 22, T. 22 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3030, February 6, 1899, F. C. 1384, September 30, 1904, Roman

Ramirez, SE. 1 of NE. 1, NE. 1 of SE. 1 sec. 31, SW. 1 of NW. 1, NW. 1 of SW.
sec. 32, T. 21 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3034 (Phoenix 01535), February 7, 1899, George R. McCorkle, NE.

of sec. 12, T. 23 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3028 (Phoenix 0917), February 10, 1899, Fidel Silbas, W. of SE.

sec. 2, T. 23 S. R. 13 E., 80 acres, in total conflict.
Tucson H. E. 3043 (Phoenix 01533), February 13, 1899, William H. Walker, E. 1 of

NW. 1, W. / of NE. 1 sec. 27, T. 22 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3056 (Phoenix 01697), February 20, 1899, Lorenzo Aguayo, S. / of

NE. I, SE. I of NW. NE. I of SW. 1 sec. 5. T. 22 S., R. 13 E., 160 acres, in total
conflict.
Tucson H. E. 3070 (Phoenix 02706), March 17, 1899, Tirso Trujillo, S. / of SE. 1,,

NW. I of SE. 1 sec. 27, T. 22 S., R. 13 E., 120 acres, in total conflict.
Tucson H. E. 3089 (Phoenix 02711), April 11, 1899, Leon Silvas, N. / of SW. 1 sec.

15, T. 22 S., R. 13 E., 80 acres, in total conflict.

'Not printed.

S R-69-1-vol 2 2
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Tucson H. E. 3028 (Phoenix 0917), February 1, 1899, Demetrio Barrios, NW. 4 sec.9, T. 22 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3072 (Phoenix 02707), March 20, 1899, Jose Maria Valdez, NE, 4 ofsec. 34, T. 22 S., R. 13 E., 160 acres, in total conflict.
Tucson H. E. 3073 (Phoenix 01002), March 22, 1899, Antonio Moreno, lots 3 and 4and S. 4 of NW. 4 sec. 2, T. 23 S., R. 13 E., 160.96 acres, in total conflict.Tucson H. E. 3077 (Phoenix 02708), March 23, 1899, Apolonio Valdez, S. 4 of SW.sec. 32, T. 21 S., R. 13 E., and lots 3 and 4, sec. 5, T. 22 S., R. 13 E., 160.43 acres,in total conflict.
Tucson H. E. 3078 (Phoenix 02709), March 24, 1899, Francisco Moreno, W. 4 ofNW. 4 sec. 22, E. I of NE. 4 sec. 21, T. 22 S., R. 13 E., 160 acres, in total conflict.Tucson H. E. 3084 (Phoenix 02710), March 29, 1899, Josephine A. Saxon, W.of NE. 4, E. 4, of NW. 4 sec. 31, T. 22S., R. 14 E.

' 
160 acres, in total conflict.Tucson Fr. E. 3130 (Phoenix 01956), July 10, 1899, Manuel Contreras, NE. 4 ofsec. 9, T. 22 S., R. 13 E., 160 acres, in total conflict.

Tucson H. E. 3301, May 14, 1900, Phoenix F. C. 149, July 25, 1907, John F. Black,SE. 4 of NE. 4 sec. 19, S. 4 of NW. 4 and SW. 4 of NE. 4 sec. 20, T. 21 S., R. 13 E.,160 acres, in total conflict.
Tucson H. E. 3987, September 6, 1901, Phoenix F. C. 159, August 8, 1907, ManuelKing, S. 4 of SW. 4 sec. 29, N. I of NW. 4 sec. 32, T. 21 S., R. 13 E., 160 acres, intotal conflict.
Tucson H. E. 4039 (Phoenix 02737), November 5, 1901, Santiago Madril, SW.of NE. 4, SE. 4 of NW. 4, NE. 4 of SW. 4, NW. 4 of SE. 4 sec. 31, T. 21 S., R. 13E., 160 acres, in conflict as to 137.29 acres.
Tucson H. E. 4339, November 28, 1902 Phoenix F. C. 299, June 12, 1908, Jose Villa,SE. of SW. 4, SW. of SE. 4, sec. 19, NW. 4 of NE. 4, NE. 4 of NW. 4, sec. 80, T. 21S., R. 13 E., 160 acres, in conflict as to 56.98 acres.
Tucson H. E. 4576 (Phoenix 02367), May 22, 1903, Raymond II. y Samano, SW.,of SE. 4 sec. 5, N. 4 of NW. 4 and NW. 4 of NE. 4 sec. 8, T. 23 S., R. 13 E., 160 acres,in total conflict.
Tucson H. E. 4694, September 5, 1903, Phoenix F. C. 292, June 2, 1908, FranciscoArballo, SE. 4 of SW. 4 sec. 5, T. 22 S., R. 13 E., 40 acres, in total conflict.Tucson H. E. 5020, August 24, 1904, Phoenix F. C. 034, July 3, 1908,Walter E.La Plante, W. 4 of SE. + sec. 17, T. 21 S., R. 13 E., 80 acres, in total conflict.Tucson T. C. E. 948, March 27, 1890, Jose A. Burruel, W. I of SE. 4 sec. 17, T. 21 S.,R. 13 E., SO acres. In total conflict with Tucson H. E. 5020, Phoenix F. C. 034,above.
Phoenix H. E. 07895, January 5, 1910, Francisco Valdez, S. 4 of SE. 4 sec. 31, T. 21S., R. 13 E., and lots 1 and 2, sec. 6, T. 22 S., R. 13 E., 161.24 acres in conflict as to139.32.
Phoenix H. E. 09238, March 2, 1910, Candido T. Valdez, SE. 4 NW. 4 and NE.SW. 4, sec. 32, T. 21 S., R. 13 E., 80 acres, in total conflict.
Phoenix H. E. 08986, February 9, 1910, Wilson B. Barringer, E. 4 SW. 4, NW. ISE. 4 sec. 20 NE. 4 NW. 4, sec. 29, T. 21 S., R. 13 E., 160 acres, in total conflict.Phoenix H. E. 012991, February 14, 1911, Romolo Alegria, SE. 4 NE. 4 ,sec. 6, SW.NW. 4, NW. 4 SW. 4, sec. 5, T. 22 S., R. 13 E., 120 acres, in total conflict.Phoenix H. E. 013591, March 2, 1911, Miguel Tanori, NE. 4 SW. 4, sec. 29, T. 21 S.,R. 13 E., 40 acres, in total conflict.
All of above are unpatented and are suspended because of Baca Float No. 3.Florence Cash, No. 140, November 14, 1878, Francisca Day, administratrix of theestate of John Day, deceased, NE. 4 of sec. 30, T. 22 S., R. 15 E., 160 acres, patentedDecember 30, 1879, in total conflict.
Florence Cash, No. 175, March 30, 1880, Robert V. Bloxton, S. 4 of SW. 4, S. 4 ofSE. 4, sec. 20, T. 22 S., R. 15 E., 160 acres, patented January 23, 1897, in conflict asto about 20 acres. Entire entry in conflict with San Jose de Sonoita grant, which issuperior to Baca Float No. 3.
Tucson C. E. 214, June 14, 1882, John S. Wood, as probate judge, in trust for theoccupants of Tubac town site, SW. 4 of SW. 4 sec. 8, SE. 4 SE. 4 sec. 7, NE. 4 NE.sec. 18, NW. 4 NW. 4 sec. 17, T. 21 S., R. 13 E., 160 acres, patented December 30,1884, in conflict as to 125.60 acres.
Tucson C. E. 298, August 10, 1885, Thomas J. Moraghan, W. 4 of NE. 4 sec. 19,T. 21 S., R. 13 E., 80 acres, patented April 19, 1897, in conflict as to 57.97 acres.Tucson C. E. 208, February 27, 1882, Henry B. Guinn, NW. 4 of SW. 4 sec. 35, N.of SE. 4, NE. 4 of SW. 4 sec. 34, T. 22 S., R. 14 E., 160 acres, patented January 29,1897, in total conflict.
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Tucson C. E. 207, February 27, 1882, George W. Stevens, NW. + of SW. I sec. 34,
N. 3- of SE. 1, SW. f of NE. I sec. 33, T. 22 S., R. 14 E., 160 acres, patented January
29, 1897, in total conflict.
Tucson C. E. 614, February 18, 1889, Thomas Forsyth, SE. f of SE. f sec. 33, S.

of SW. SW. f, SW. f of SE. f sec. 34, T. 22 S., R. 14 E., 160 acres, patented June 29, 1891,
in total conflict.
Tucson 661, September 27, 1886, F. C. 663, April 28, 1894, Jose Maria Mabis, SE. f of

SW. f sec. 8, E. -3 of NW. f, SW. f NW. I sec. 17, T. 21 S., R. 13 E., 160 acres, patented
May 22, 1895, in total conflict.
Tucson H. E. 693, December 28, 1886, F. C. 751, April 10, 1896, Luis Acuna, SE. I

of NE. f , E. of SE. I sec. 18, T. 21 S., R. 13 E., 120 acres, patented July 9, 1896,
in total conflict.
Tucson H. E. 1441, October 16, 1890, F. C. 746, March 11, 1896, Sarah E. Burruel,

SW. f of sec. 17, T. 21 S., R. 13 E., 160 acres, patented July 11, 1896, in total conflict.
Tucson H. E. 3027, February 3, 1899, F. C. 1320, November 5, 1903, Maria Low,

NE. I of SE. I sec. 30, NW. I of SW. I, W. I- of NW. f sec. 29, T. 21, S., R. 13 E.,
160 acres, patented October 10, 1905, in total conflict.
Tucson H. E. 3031, February 6, 1899, F. C. 1338, February 3, 1904, Ynez Andrez,

E. of SE. sec. 19, W. 3- of SW. f sec. 20, T. 21 S., R. 13 E., 160 acres, patented
January 30, 1905, in total conflict.
Tucson H. E. 3035, February 7, 1899, Phoenix F. C. 290, June 2, 1908, Carmen

Mendez, N. of SE. I, SE. f of SE. f , S. -3 of SW. of SE. 1, E. 3 of NE. I of SW. f
of SE. /, W. 3- of NW. f of SW. f of SE. of sec. 30, and N. -f of NE. f sec. 31, T.
21 S., R. 13 E., 150 acres, patented December 14, 1908, in conflict as to 115.59 acres.
Tucson H. E. 3051, February 16, 1899, F. C. 1217, September 22, 1902, Tomas Cota,

NE. I of NE. f, S. -1- of NE. f, NW. + of SE. I, sec. 30, T. 21 S., R. 13 E., 160 acres,
patented May 27, 1903, in conflict as to 136.52 acres.
Tucson H. E. 3300, May 14, 1900, F. C. 1029, July 5, 1900, Mary L. Tenley, NE. f

of NE. f sec. 19, N. -3 of NW. f, NW. I of NE. I, sec. 20, T. 21 S., R. 13 E., 160 acres,
patented December 17, 1900.
Phoenix H. E. 0918 (old 3041), February 13, 1899, Jesus Arviso NE. f sec. 8, T. 22

S., R. 13 E., 160 acres, F. C. November 13, 1908, patent 60414, May 11, 1909, in total
conflict.
Phoenix H. E. 02035, December 19, 1908, Evaristo L. Gomes, W. -3 SE. f , SW. f

NE f, SE. f NW. sec. 18, T. 21 S., R. 13 E., 160 acres, patent No. 437976, October 24,
i1914, n conflict as to 96.48 acres.

Phoenix H. E. 015786, October 12, 1911, William L. Lowe, W. 3 NE. f sec. 17, T.
21 S., R. 13 E., 80 acres, F. C. May 20, 1915, patent 486022, August 6, 1915, in total
conflict.
The above list shows 41 unpatented entries, conflicting as to 5,527.49 acres, and 18

patented entries conflicting as to 2,352.16 acres, a total conflict of patented and un-
patented entries being 7,879.65 acres.
it will be noted that Florence Cash entry 175, patented December 30, 1879, is in

total conflict with the San Jose de Sonita grant, which was confirmed by the court of
private land claims under the act of March 3, 1891 (26 Stat. 854), and patented
October 29, 1906. The grant as patented includes 1,949.68 acres within the survey
of Baca Float No. 3.
The Tumacacori and Calabazas claims, which were rejected by the United States

Supreme Court (Faxon V. U. S., 171 U. S. 244), are shown by the plat of survey of
Baca Float No. 3 to be in conflict therewith to the extent of 28,459.15 acres.
The following nine homestead entries, made at Tucson, Ariz., have been relin-

quished or canceled for various causes since the injunction proceedings were instituted

in the courts of the District of Columbia by the Baca Float claimants:
H. E. No. 3007 (Phoenix 02698), January 27, 1899, Francisco A. Acededo.
H. E. No. 3025 (Phoenix 02702), February 2, 1899, Francisco Moreno.
H. E. No. 3026, February 13, 1899, John A. Lucas.
H. E. No. 3044 (Phoenix 03582), February 13, 1899, Harvey S. Walker.
H. E. 3045 (Phoenix 0390), February 13, 1899, Robert J. Good.
H. E. No. 3086 (Phoenix 01299), April 6, 1899, Lucia J. Sykes.
H. E. No. 3121 (Phoenix 02713), July I, 1899, Tanaino Sanchez.
H. E. No. 4106 (Phoenix 02748), January 24, 1902, Antonio Ruiz.
H. E. No. 4755 (Phoenix 02943), October 26, 1903, Alberto Madril.
Phoenix H. E. No. 1753 (04429), June 15, 1908, Miguel Sinohui.
Thie list does not include homestead applicAtions which have been filed and re-

jected, or suspended and not allowed, because of conflict with Baca Float No. 3.
Nor does it include mineral entries and applications for patent to mineral lands

within the survey of Baca Float No. 3.
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The bill, as amended, will read as follows:
[II. R. 2422, Sixty-seventh Congress, first session.]

A BILL For the relief of settlers and entrymen on Baca Float Numbered Three, in the State of Arizona.

Be it enacted by the Senate and House of Representatives of the United States of America
in Congress assembted. That where, prior to December 13, 1917, patents or patent
certificates have issued under the homestead laws or preemption laws for land within
the limits of a tract known as Baca Float Numbered Three, in the State of Arizona,
and the patentees, their assigns, and legal representatives have been evicted by the
local courts by reason of the prior grant to the legal representative of Luis Maria Baca,
the patentee, his assigns or his legal representative, who under the laws and regula-
tions would have been entitled to the return of the purchase money, fees and com-
missions, shall be entitled to select in lieu thereof not exceeding twice the area of
the lands lost, of any nonmineral unoccupied surveyed public lands in the State of
Arizona subject to homestead entry.
SEC. 2. That where any person had made homestead entry for land within Baca

Float Numbered Three, and had fully complied with the homestead laws thereon as
to residence and cultivation prior to June 22, 1914, in the bona fide belief that the land
was public land, and has been evicted therefrom or prevented from making final
entry by reason of the prior grant, said homestead entryman or, in the case of his or her
death, the successor to the right of entry under the homestead laws shall be permitted
to make second homestead entry for other land, situate in the State of Arizona and not
exceeding twice the area of the original homestead entry lost as herein set forth, sub-
ject to the conditions, limitations and benefits of the homestead laws applicable to
such land; and upon submission of proof under his original entry that he had fully
complied with the law as to residence and cultivation, shall on approval of such proof
and payment at the office of second entry for the final fees and commissions due on a
final entry for the land entered, receive a final certificate and patent without further
residence and cultivation of the land embraced in the second entry.
SEC. 3. That the right of selection and second entry hereby granted shall not be

assignable, directly or through irrevocable power of attorney, and must be exercised
within three years after the passage of this act by the persons entitled to such relief,
or, in the case of the death of a homestead entryman who has not submitted final
proof and received his final certificate, by the person or persons succeeding to his
right of entry under the homestead laws: And provided, That no persons acquiring
said land by sale or conveyance subsequent to December 13, 1917, shall be recognized,
and the applicant shall submit proof that he has not sold, assigned, nor relinquished
his homestead nor entered into any contract or agreement to sell, assign, or relinquish
the same, nor abandoned the land for a valuable consideration; also that the land
sought to be selected is for applicant's own exclusive use and benefit, and that he has
not sold or contracted to sell, directly or indirectly, said selected land: And provided
further, That the entire right of reselection under each entry shall be exercised at the
same time, under such rules and regulations as the Secretary of the Interior may
prescribe, and on approval of the selection patent shall issue as on other entries.
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BRIDGE ACROSS THE POTOMAC RIVER NEAR DAHL-
GREN, VA.

MARCH 27, 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 89081

The Committee on Commerce, to whom was referred the bill
(H. R. 8908) granting the consent of Congress to George Washington-
Wakefield Memorial Bridge, a corporation, to construct a bridge
across the Potomac River, have considered the same and report
thereon with an amendment, andias so amended recommend that the
bill do pass.

Strike out all after the enacting clause and insert the following in
lieu thereof:

That the consent of Congress is hereby granted to the George Washington
Wakefield Memorial Bridge, a corporation, chartered under the laws of the State
of Virginia, its successors and assigns, to construct, maintain, and operate a
bridge and approaches thereto across the Potomac River at a point suitable to
the interests of navigation from a point in the vicinity of Dahlgren, in the north-
eastern end of King George County, in the State of Virginia, to a point south of
Popes Creek, in the county of Charles, in the State of Maryland, in accordance
with the provisions of the act entitled "An act to regulate the construction of
bridges over navigable waters," approved March 23, 1906, and subject to the
conditions and limitations contained in this act. The construction of such bridge
shall not be commenced, nor shall any alteration in such bridge be made either
before or after its completion, until plans and specifications for such construction
or alteration shall have been submitted to the Secretary of War and the Chief
of Engineers and approved by them as being adequate from the standpoint of the
volume and weight of traffic which will pass over it.
SEC. 2. The said George Washington-Wakefield Memorial Bridge, its suc-

cessors and assigns, is hereby authorized to fix and charge tolls for transit over
such bridge, and the rates so fixed shall be the legal rates until changed by the
Secretary of War under the authority contained in such act of March 23, 1906.
SEC. 3. After the date of completion of such bridge, as determined by the

Secretary of War, either the State of Virginia, the State of Maryland, any political
subdivision of either of such States within which any part of such bridge is located,
or any two or more of them jointly, may at any time acquire and take over all
right, title, and interest in such bridge and approaches, and interests in real
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property necessary therefor, by purchase by condemnation, in accordance
with the law of either of such States gover ng the acquisition of private prop-
erty for public purposes by condemnatioqi If at any time after the expiration
of twenty years after the completion of s(uch bridge it is acquired by condemna-
tion, the amount of damages or compensation to be allowed shall not include
good will, going value, or prospective revenues or profits, but shall be limited
to the sum of (1) the actual cost of constructing such bridge and approaches,
less a reasonable deduction for actual depreciation in respect of such bridge
and approaches, (2) the actual cost of acquiring such interests in real property,
(3) actual financing and promotion costs (not to exceed 10 per centum of the
sum of the cost of construction of such bridge and approaches and the acquisi-
tion of such interests in real property), and (4) actual expenditures for nec-
essary improvements.
SEC. 4. The said George Washington-Wakefield Memorial Bridge, its successors

and assigns, shall, immediately after the completion of such bridge, file with the
Secretary of War a sworn itemized statement, showing the actual original cost
of constructing such bridge and approaches, including the actual cost of acquiring
interests in real property and actual financing and promotion costs. Within
three years after the completion of such bridge, the Secretary of War shall
investigate the actual cost of such bridge, and for such purpose the GeorgeWashington-Wakefield Memorial Bridge, its successors and assigns, shall makeavailable to the Secretary of War all of its records in connection with the financing
and construction thereof. The findings of the Secretary of War as to such actualoriginal cost shall ,be conclusive.
SEC. 5. The right to sell, assign, transfer, and mortgage all the rights, powers,and privileges conferred by this act is hereby granted to the said George Wash-ington-Wakefield Memorial Bridge, its successors and assigns, and any corpora-tion to which such rights, powers, and privileges may be sold, assigned, or trans-ferred, or which shall acquire the same by mortgage foreclosure or otherwise, ishereby authorized and empowered to exercise the same as fully as though con-ferred herein directly upon such corporation.
SEC. 6. The right to alter, amend, or repeal this act is hereby expressly reserved.

•
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BRIDGE ACROSS COLORADO RIVER NEAR BLYTHE,
CALIF.

MARCH 27, 1926.—Ordered to be printed

Mr. BINGHAM,, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 8190]

The Committee on Commerce, to whom was referred the bill (H. R.
8190) authorizing the construction of a bridge across the Colorado
River near Blythe, Calif., have considere-d the same and report
thereon with an amendment, and as so amended recommend that the
bill do pass.

Strike out all after the enacting clause, and in lieu thereof insert the
following:

That the consent of Congress is hereby granted to John Lyle Harrington his
heirs, legal representatives, and assigns to construct, maintain, and operate a
bridge and approaches thereto across the Colorado River at a point suitable to
the interests of navigation, near the city of Blythe, California, in accordance with
the provisions of the act entitled "An act to regulate the construction of bridges
over navigable waters," approved March 23, 1906, and subject to the conditions
and limitations contained in this act. The construction of this bridge shall not
be commenced, nor shall any alteration in such bridge be made either before or
after its completion, until the plans and specifications for such construction or
alteration have been submitted to the Secretary of War and the Chief of Engi-
neers and approved by them as being adequate from the standpoint of the volume

and weight of traffic which will pass over it.
SEC. 2. There is hereby conferred upon the said John Lyle Harrington, his

heirs, legal representatives, and assigns, all such rights and powers to enter upon

lands and to acquire, condemn, appropriate, occupy, possess, and use real estate

and other property needed for the location, construction, operation, and mainte-

nance of said bridge, approaches, appurtenances, and works as are possessed by

railroad corporations for railroad purposes, or by bridge corporations for bridge

purposes, in the State or States in which such lands or property is situated, upon

making just compensation therefor to be ascertained and paid according to the

laws of such State or States, and the proceedings therefor may be had in any

court of competent jurisdiction the same as in condemnation or appropriation of

property for railroads or for bridges in such State.
SEC. 3. The said John Lyle Harrington, his heirs legal representatives, and

assigns is hereby authorized to fix and charge tolls for transit over such bridge-
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and the rates so fixed shall be the legal rates until changed by the Secretary ofWar under the authority contained in such act of March 23, 1906.SEC. 4. After the date of completion of such bridge, as determined by theSecretary of War, either the State of California, the State of Arizona, any politicalsubdivision of either of such States, within or adjoining which such bridge islocated, or any two or more of them jointly may at any time acquire and takeover all right, title, and interest in such bridge and approaches, and interests inreal property necessary therefor, by purchase, or by condemnation in accordancewith the law of either of such States governing the acquisition of private propertyfor public purposes by condemnation. If at any time after the expiration oftwenty years after the completion of such bridge it is acquired by condemnation,the amount of damages or compensation to be allowed shall not include good will,going value, or prospective revenues or profits, but shall be limited to the sumof (1) the actual cost of constructing such bridge and approaches, less a reason-able deduction for actual depreciation in respect of such bridge and approaches,(2) the actual cost of acquiring such interests in real property, (3) actual financ-ing and promotion costs (not to exceed 10 per centum of the sum of the cost ofconstruction of such bridge and approaches and the acquisition of such interestsin real property), and (4) actual expenditures for necessary improvements.SEC. 5. The said John Lyle Harrington, his heirs, legal representatives, andassigns, shall, immediately after the completion of such bridge, file with theSecretary of War a sworn itemized statement showing the actual original cost ofconstructing such bridge and approaches, including the actual cost of acquiringinterests in real property and actual financing and promotion costs. Withinthree years after the completion of such bridge, the Secretary of War shall in-vestigate the actual cost of such bridge, and for such purpose the said John LyleHarrington, his heirs, legal representatives, and assigns, shall make available tothe Secretary of War all of his records in connection with the financing andconstruction thereof. The findings of the Secretary of War as to such actualoriginal costs shall be conclusive.
SEC. 6. The right to sell, assign, transfer, and mortgage all the rights, powers,and privileges conferred by this act is hereby granted to the said John LyleHarrington, his heirs, legal representatives, and assigns, and any corporation towhich such rights, powers, and privileges may be sold, assigned Or transferred,or which shall acquire the same by mortgage foreclosure or otherwise, is herebyauthorized and empowered to exercise the same as fully as though conferredherein directly upon such corporation.
SEC. 7. The right to alter, amend, or repeal this act is hereby expressly reserved.
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PROVIDING FOR EXPENSES OF THE OFFICES OF RECORDER OF

DEEDS AND REGISTER OF WILLS OF THE DISTRICT OF CO-

LUMBIA

MARCH 27, 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia,

submitted the following

REPORT

[To accompany H. R. 96851

The Committee on the District of Columbia, to whom was re-
ferred the bill (H. R. 9685) to provide for expenses of the offices of
recorder of deeds and register of wills of the District of Columbia,
having considered the same, report favorably thereon with the
recommendation that the bill do pass with the following amend-
ment:
In line 5, page 1, following the word "paid," insert the words "at

least."
The object of the bill is to abolish the fee system in the offices of

the recorder of deeds and the register of wills of the District of Colum-
bia, these being the last two administrative offices conducted under
that plan. This is in accordance with the well-established policy of
Congress in abolishing the use of fees for the support of offices and
requiring the covering of all moneys into the Treasury and the sub-

mission of estimates and the granting of appropriations in the usual
manner for the conduct of all administrative offices.
Under existing law, the recorder of deeds and the register of wills

must collect certain fees for the services performed by their offices
for the public. These fees they are permitted to use under the law
for the payment of salaries and other office expenses, the surplus, if
any, being paid into the Treasury of the United States. The bill
reported provides that on and after July 1, 1927, all of the fees and
emoluments of the two offices mentioned shall be paid at least weekly
to the collector of taxes for the District of Columbia for deposit in
the Treasury of the United States to the credit of such District.
This is in accordance with the established practice for other offices
in the District of Columbia, in order that all funds may pass through

a single accounting office, that of the collector of taxes, thus simplify-
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ing and centralizing the financial affairs and management of the
District.
The bill further provides that the annual estimates of appro-

priations for the government of the District of Columbia for the
fiscal year 1928 and succeeding fiscal years shall include estimates of
appropriations for the operation and maintenance of the two offices
affected. This simply places them on the same basis as other
District offices, so that they will be required to submit estimates for
appropriations in the regular way, come before Congress and justify
the purposes for which they propose to spend the money; and when
the expenditures are made in accordance with the appropriations
authorized, the accounts and vouchers will be audited in accordance
with existing law.
In addition, the bill authorizes appropriation of such amount

as may be needed for a suitable record building for the office of the
recorder of deeds. There is great and pressing need for additional
space for that office, one consequence of the present congestion being
that some of the work of the office is delayed as much as 18 months
because of the inaccessibility of records and the lack of room for
additional employees. Furthermore, records of the office which
could not be replaced are at present exposed to destruction by fire.
or by theft.
Appended hereto and made a part of this report is an explanatory

letter from the chairman of the House Committee on Appropriations,
who, it will be noted, strongly urges enactment of the bill. Also.
appended is favorable report of the Citizens Advisory Council of the
District of Columbia.

HOUSE OF REPRESENTATIVES,
COMMITTEE ON APPROPRIATIONS,

Washington, D. C., March 19, 1926.Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate.
DEAR SENATOR: There is pending in your committee H. R. 9685, providingfor expenses of the office of recorder of deeds and the office of the recorder ofwills of the District of Columbia, which passed the House recently. I introducedthe bill in pursuance of the policy which Congress has been following for sometime of doing away with fee-supported offices and placing them on an appro-priation basis.
Under existing law the recorder and the register must collect certain fees forthe work performed by their offices for the public. These fees they are permittedto use under the law for the payment of salaries and other office expenses. Ifthere is any residue at the end of the fiscal year it is then paid into the collectorof taxes for the District for deposit in the Treasury to the credit of the District.I think it is not good financial management for the Government to permit the.expenditure of fees without accounting or submitting to audit by the properpublic officials in the same manner as we now require the various activities ofthe Government and the District to do. There used to he many such fee-supported offices, and the practice was quite prevalent, but gradually it has beeneliminated and the offices have been put on an all-appropriation basis.
At present Congress exercises no supervision over the funds for the maintenanceof these offices. They do not submit their accounts for audit to the properlyconstituted accounting officers. If the bill which I introduced passes, they willbe required to submit estimates for appropriations in the regular way, comebefore Congress and justify the purposes for which they propose to spend themoney, and when the expenditures are made in accordance with the appropria-tions that are mvide the accounts and vouchers will be audited in accordancewith existing law.
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The only purpose of the bill is to bring about in these two
 offices the same

orderly procedure in the matter of receipts and expendit
ures that we require by

law of all the other activities of the government of the Distri
ct. I do not know

whether the heads of these two offices are opposed to the bil
l or not. It would be

perfectly natural if they should be, for it is my experience tha
t administrative

officials surrender authority with considerable reluctance.

I think the purpose of the bill is entirely in the public intere
st and will result in

improved service to those who must use these offices, as well
 as bring about a more

orderly and intelligent consideration of the funds for the su
pport of the offices.

If I can be of any further service to your committee in the c
onsideration of the

bill, I shall be glad to place myself at your disposal.

Very truly yours,
MARTIN B. MADDEN, Chairman.

CITIZENS' ADVISORY COUNCIL REPORT ON H. R. 9685

The citizens' advisory council, after a careful study of 
the bill H. R. 9685,

entitled "An act providing for expenses of the offices of r
ecorder of deeds and

register of wills of the District of Columbia," submits the 
following report:

Section 1 of the bill provides that on and after July 1, 19
27, all of the fees and

emoluments of the offices of recorder of deeds and regist
er of wills shall be paid

into the Treasury of the United States to the credit of th
e District of Columbia,

and that such of the undeposited fees and emolument
s arising out of the fiscal

year 1927 and prior fiscal years as may be necess
ary to pay all outstanding

obligations for those fiscal years may be retained for t
hat purpose.

Section 2 provides that the annual estimates for approp
riations of the Govern-

ment of the District of Columbia for the fiscal year 1
928 and succeeding fiscal

years shall include estimates of appropriations for the o
peration and maintenance

of these two offices. This section also provides that appropriations are author
ized

for a suitable record building for the office of the r
ecorder of deeds, and for

personal services, rentals, office equipment, office sup
plies, and such other ex-

penses as are essential for the efficient maintenance an
d conduct of such offices.

COMMENT

Under the District of Columbia Code, as amended
, the expenses, including

salaries, for the operation and maintenance of these
 two offices (with the excep-

tion of the item for rent for the office of the recorder
 of deeds) are paid for out of

the fees collected for services.
The maintenance and operation of a Government

 office under a fee system is

unscientific and unbusinesslike from an adminis
trative point of view. It is

burdensome to the taxpayer, and very properly 
raises the question "Does the

Government desire to derive a profit from thes
e services"? It violates the

principle of the Budget, as the Congress does no
t appropriate for the services,

consequently it has no accurate and scientific met
hod of determining and hold-

ing in check the expenses of a fee office. Ordinarily such an arrangement does

not make for the most efficient and economica
l conduct of an office.

The citizens' advisory council believes that the 
bill H. R. 9685 should be

enacted into law and it so recommends.

Respectfully submitted.

MARCH 17, 1926.

JESSE C. SUTER, Chairman.
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PROVIDE HOME CARE FOR DEPENDENT CHILDREN IN
THE DISTRICT OF COLUMBIA

MARCH 27, 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-
mitted the following

REPORT

[To accompany H. R. 7669]

The Committee on the District of Columbia, to whom was referred
the bill (H. R. 7669) to provide home care for dependent children in.
the District of Columbia, having considered the same, report favor-
ably thereon with the recommendation that the bill do pass with the
following amendments:

Insert the words "in the District of Columbia" in the title, page 1,
following the word "children."

Strike out all of lines 3 to 12, both inclusive, page 1, and all of
lines 1 to 20, both inclusive, page 2.

Line 21, page 2, strike out the figure "2" and insert in lieu thereof ,
the figure 1."

Line 24, page 2, insert after the word "board" the words "of

Public Welfare of the District of Columbia, hereinafter called the
board."

Line 5, page 3, strike out the figure "3" and insert the figure "2."

Line 22, page 3, strike out the figure "4" and insert the figure "3."
Line 11, page 4, strike out the figure "5" and insert the figure "4."

Line 22, page 4, strike out the figure "6" and insert the figure "5."

Line 3, page 5, strike out the figure "7" and insert the figure "6."

Line 8, page 5, strike out the figure "8" and insert the figure "7."

Line 11, page 5, strike out the figure "9" and insert the figure "8."

Line 19, page 5, strike out the figures "10" and insert the

figure "9."
Line 21, page 5, strike out the figures "11" and insert the figures

Line 6, page 6, strike out the words "a secretary."
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PURPOSE OF AMENDMENTS

As amended, the bill will conform to the bill (S. 1929) previouslyreported and covered by Report No. 187, except that the Congresshaving in the meantime enacted the bill (S. 1430) to establish a boardof public welfare in the District of Columbia and abolishing theBoard of Charities referred to in the bill (S. 1929), the duty of admin-istering aid to dependent children is shifted from the defunct Boardof Charities to the newly created Board of Public Welfare.Section 1 of the bill as passed by the House, which created a new"mothers' aid board" to administer the act, has been stricken outin toto, for the reason that Congress has already recognized the wis-dom and necessity of consolidation of the numerous boards renderingpublic welfare service, by its enactment of the Public Welfare Boardbill. Summed up, there is no practical difference between the bill(S. 1929) previously reported favorably and the present bill (H. R.7669) as it passed the House, except as to the -body or organiza-tion which shall administer the aid authorized. Therefore, thecommittee has amended the bill (H. R. 7669) to conform to the bill(S. 1929) , so that no new board or administrative agency will be setup in opposition to the previously expressed policy of Congress.

SCOPE AND PURPOSE OF BILL

In his message at the beginning of the first session of the Sixty-ninth Congress, the President called attention to the fact that al-though more than 40 States have enacted measures in aid of mother-hood, the District of Columbia is still without such a law. The pur-pose of each of the three bills heretofore mentioned and referred tothis committee is to supply financial aid to destitute mothers withdependent children, so that such children need not become inmatesof public charitable institutions but may have the benefit of home care.To those who have given any study at all to the problem, it is clearthat it is to the public interest in most cases, where a mother is unableto support her child that the State or municipal government shouldrender reasonable assistance to keep the home intact, rather thancommit the child to a public institution at equal or greater cost.The child is benefited and the public interest served by preventingpoverty from disrupting the basis of all civilization—the familyhome.
The provisions of the amended bill (H. R. 7669) hereby- reportedare in substance as follows: That whenever the parent of a child underthe age of 16 years is unable to provide for the proper care of suchchild in his own home, the mother of the child may apply for assist-ance to the Board of Public Welfare of the District of Columbia,provided she has b3en a bona fide resident of the District for not lessthan a year, and is a citizen of the United States or has made appli-cation to become a citizen. The board then will determine by in-vestigation whether the mother is a proper person to have the careand custody of the child, whether the home conditions are proper,what other resources may be available for support of the child,whether the father, if living, is capable of or can be compelled tofurnish support, and what amount of aid is needed. The bill furtherprovides for monthly allowances for not more than six months with-
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out further review of the case. Visitation of the homes is also pro-
vided for and punishment by fine or imprisonment for fraud. The
bill further authorizes an appropriation of $100,000 wholly from the
revenues of the District of Columbia for the fiscal year ending June
30, 1927, the Bureau of the Budget having advised that this is in
accord with the financial program of the President.
The bill reported, as amended, was prepared after long and careful

study by the Commission of Public Welfare Legislation, a repre-
sentative body of public spirited citizens of the District of Columbia,
appointed by the District Commissioners and serving without com-
pensation. They had the assistance in the preparation of the bill of
an expert of the Russell Sage Foundation. The bill, as amended,
has been approved by practically every civic and charitable organi-
zation of the District as meeting the needs and conditions existing
in the District.

METHOD OF ADMINISTRATION

The bill reported has been amended to provide for administration
by the Board of Public Welfare, while originally it set up a new
board, to be appointed by the Commissioners of the District of
Columbia. The advocates of the bill in its original form contend
that the problem of mothers' aid is so different from other public
welfare activities that it should be entirely separated from them in
the administration of the proposed legislation. They particularly
object to the inclusion of the mothers' aid work under the jurisdic-
tion of the Board of Public Welfare, contending that it will carry
the "stigma of charity," and so be obnoxious to mothers in need of
assistance and will tend to limit the usefulness of the plan devised.
On this point the committee has conducted extensive hearings,

affording full opportunity for the expression of opinion by all inter-
ested persons and organizations. The committee has given the most
careful and impartial consideration to this phase of the subject. As
a result, the committee is convinced that the method of administra-
tion proposed in the bill reported, as amended—that is, by the
Board. of Public Welfare—is preferable to the establishment of a
separate board. Your committee regards the mothers' aid bill as
only one phase of the entire problem of public welfare legislation and
administration. The committee already has reported favorably the
bill (S. 1430) to combine all existing public welfare agencies under
the jurisdiction of a single board of public welfare, to be composed
of nine citizens of the District, and that bill is now law.
The President of the United States, in a message to Congress last

year, said:
The welfare work of the District of Columbia is administered by several dif-

ferent boards dealing with charities and various correctional efforts. It would
be an improvement if this work were consolidated and placed under the direction
of a single commission.

The committee in its favorable report on the bill to consolidate the
public-welfare agencies of the District has given substantial reasons
for the centralization of control and management. Attention is in-
vited to that report, No. 185, the recommendations of which have
already been enacted into law. The committee feels that there is
no more necessity for now setting up a separate board for the admin-
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istration of mother's aid legislation than for other public-welfare
functions, such as the care of orphans, the aged, or the indigent sick.
By centralization and coordination of all governmental public-

welfare agencies of the District more effective work can be accom-
plished at a lesser cost, in the opinion of those who have carefully
studied the local situation, and Congress will no longer be required to
separately consider and provide for the needs of multifarious boards
and commissions, each operating without regard to the work of the
others.
The committee's conclusions on this point are based purely upon

conditions in the District of Columbia, which are distinct and entirely
different than those prevailing in many cities and States. Nothing
said in this report, therefore, should be construed either as in deroga-
tion or support of separate administration of mother's aid laws in
other jurisdictions. It is only fair to call attention to the fact that
in some States the administration of mother's aid legislation is
entirely divorced from other forms of public welfare work.
Forty-two States already provide aid to indigent mothers of

dependent children, and there has been no opposition whatever to
the basic principle of the similar legislation proposed for the District
of Columbia. On the contrary, there is a very strong demand from
the citizens of the District, through their civic organizations and
social agencies, for a law giving recognition to the fact that it is a
public duty—to be met through the regular channels of taxationrather than private charity—to afford every child, no matter what
the unfortunate circumstances of the parents, full opportunity forphysical, mental, and moral development in home and family envi-ronment instead of in a public institution utterly devoid of properparental influence.
There are appended hereto and made a part of this report letters,dated December 19 and 29, 1925, from the Board of Commissionersof the District of Columbia recommending the passage of the billyas amended, hereby reported.

Hon. ARTHUR CAPPER
Chairman Committee on the District of Columbia

United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia have the honor to incloseherewith draft of a bill entitled "A bill to provide home care for dependentchildren," and to request its introduction and enactment.
The bill provides that the mother of a child or children under the age of 16,years, who is unable to afford proper care in the home, may receive public aidand assistance, provided she has been a bona fide resident of the District ofColumbia for one year preceding her application, and provided also that she is.a citizen of the United States, or has made application to become a citizen. Itmust appear that she is a proper person to have the custody of the child, andthat her home is a satisfactory place for its training and rearing. The bill requirescareful inquiry into the resources • of the mother to determine whether she isable in any measure to assist in the care of the child. If the father of the childis living and willfully refuses to support it, it must appear that the mother hastaken legal steps to compel such support.
The administration of this bill is lodged in the Board of Charities. Theboard is required to investigate each case carefully and to provide adequatesupervision for each family that is given aid. The assistance is withdrawn when-ever the mother ceases to be a resident of the District of Columbia.

WASHINGTON, December 19, 1925.
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The bill calls for the authorization of an appropriation of $100,000, which is
to cover both the administration of the act and the aid which it provides, for
the fiscal year ending June 30, 1927, and requires the commissioners annually
thereafter to include an estimate in their budget for this purpose. The amount
specified was determined after a consideration of the amounts expended for
this purpose by other cities which are comparable in size to the District of
Columbia. It is estimated that the administration of the act in the first year
will cost about $12,000, and the bill provides that salaries shall be fixed in ac-
cordance with the terms of the classification act of 1923.
The proposed measure has been submitted to the Bureau of the Budget, and

the commissioners are advised that it will be in accord with the financial pro-
gram of the President.

Very truly yours,
THE BOARD OF COMMISSIONERS

OF THE DISTRICT OF COLUMBIA,
By CUNO H. RUDOLPH, President.

WASHINGTON, December 29, 1925.
Hon. ARTHUR CAPPER,

Chairman Committee on the District of Columbia,
United States Senate.

SIR: The Commissioners of the District of Columbia have the honor to sub-
mit the following on Senate bill 120, Sixty-ninth Congress, first session, entitled,
"A bill to establish in the District of Columbia a board of mothers' assistance
in aid of destitute mothers and making appropriation therefor," which you
referred to them for report.
On December 19, 1925, the commissioners submitted to you draft of a bill

entitled, "A bill to provide home care for dependent children," which covers
the same subject matter as this bill. The commissioners believe that the bill
submitted by them, which was prepared by the commission on public welfare
of the District of Columbia, is preferable to Senate bill 120. They therefore
recommend that it be substituted for Senate bill 120.

Very respectfully,

S R-69-1—vol 2-3

8

THE BOARD OF COMMISSIONERS
OF THE DISTRICT OF COLUMBIA,

By CUNO H. RUDOLPH, President.
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AUTHORIZING A TRUST FUND FOR THE KIOWA, CO-
MANCHE, AND APACHE INDIANS IN OKLAHOMA

MARCH 27, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted
the following

REPORT

[To accompany S. J. Res. 71]

The Committee on Indian Affairs, to whom was referred the
resolution (S. J. Res. 71) authorizing the Secretary of the Interior
to establish a trust fund for the Kiowa, Comanche, and Apache
Indians in Oklahoma and making provision for the same, having
considered the same, report favorably thereon with the recom-
mendation that the resolution do pass with the following amendments:

Strike out section 2 and insert therein the following:

SEC. 2. The Secretary of the Interior is authorized to administer and dis-
burse the moneys which are hereby appropriated, subject to the requirements
of existing law, and to prescribe needful rules and regulations for carrying into
effect the provisions of this act.

Page 2, line 9, after the word "taxes," insert "upon said tribal
funds."

In support of this recommendation your committee would respect-
fully represent that the necessity or expediency for the passage of
the proposed legislation rests upon the following considerations:
(a) The trust period for the Kiowa, Comanche, and Apache Tribes
in Oklahoma originally fixed at 25 years is due to expire by limita-
tion this year.
(b) The present trust period for the three tribes named is now

upon the recommendation of the department in course of being ex-
tended by Executive order for an additional period of 10 years.

(c) This Executive order affects more than 3,500 allotments.
Less than 100 allotments fall outside this order.
(d) The present trust fund to the credit of the Kiowas, Comanches,

and Apaches is sufficient to last at the current rate of appropriation
and expenditure for a period of two 3 ears. The appropriation made
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at the present session for the next fiscal year will require approxi-
mately one-half of the existing fulids.

(e) When the present funds are exhausted, it will be necessary for
Congress to make appropriation out of the general funds in the Treas-
ury to meet the absolute requirements of the members of these tribes.
(f) For a number of years it has been the policy of Congress to

defray the expenses of maintaining the Kiowa, Comanche, and Apache
Agency out of the trust fund credited to the three tribes. The
amount appropriated for that purpose for the current fiscal year
amounted to $50,500 and the aggregate amount appropriated for
such purposes since this policy was adopted exceeds $469,000.
(g) .As stated above there are more than 3,500 allotments belong-

ing to the members Of these tribes which have been exempt from
taxation for a quarter of a century and will be exempt under the
proposed Executive order for 10 years yet to come. No State or
local taxes have ever been paid on these exempt allotments, which
your committee believes justifies the provision in the proposed reso-
lution granting a certain percentage of the money to the State in lieu
of taxes.
(h) The moneys dealt with in the resolution herewith reported

accrued from the south half of Red River in Oklahoma from the
land now owned by the United States, but which was embraced in
the reservation of the Kiowas and Comanches under the treaty of
1865 and was inadvertently left out of the reservation set aside for
the Kiowas, Comanches, and Apaches under the treaty made be-
tween those tribes and the United States entered into in 1867.
This establishes a strong moral and equitable claim on the part of
the Indians to the moneys in question, a claim which has been
unofficially recognized from time to time both by the Department of
Justice and by the Department of the Interior.

(i) S. J. Res. 71, herewith reported, to all intents and purposes is
the same as S. J. Res. 173 and H. R. 178 of the Sixty-eighth Congress,
which were referred by the Department of the Interior to the Budget
Bureau and received the approval of that bureau. It is also the
same to all intents and purposes as Senate Joint Resolution 63 of the
present Congress. The Secretary of the Interior has reported upon
the last resolution and also reported in the last Congress on Senate
Joint Resolution 173 and H. R. 178 and expressed no opposition to
the passage of any of these measures or to the policy therein proposed.

(j) In the light of this record your committee has felt constrained
alike as an act of equity and of humanity and of sound public policy
to recommend the passage of Senate Joint Resolution 71.
The report of the Secretary of the Interior, under date of March 13,

1926, on Senate Joint Resolution 63 is as follows:
DEPARTMENT OF THE INTERIOR,

Washington, March 18, 1926.
Hon. J. W. HARRELD,

Chairman Committee on Indian Affairs,
United States Senate.

MY DEAR SENATOR HARRELD: In reply to your letter of March 3, 1926, in-
closing copy of Senate Joint Resolution 63, authorizing the Secretary of the
Interior to establish a trust fund for the Kiowa, Comanche, and Apache Indians
of Oklahoma, I have to advise as follows:
The resolution proposes to create the fund from rentals, royalties, and bonuses

heretofore or hereafter coming into the hands of the Secretary of the Interior
from lands in the bed of Red River, south of the medial line thereof, except 3i
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per cent of which it is provided shall go to the State of Oklahoma, and also ex-
cepting such amounts as may be necessary to pay awards made to claimants
under the act of March 4, 1923 (42 Stat. 1448).
The lands in question were determined to be public lands of the United States

by the Supreme Court (256 U. S. 70; 258 id. 574).
The act of Congress of March 4, 1923, supra, providing for the issuance of

leases and permits for the development of oil and gas upon the lands, directed the
consideration and equitable adjudication of existing claims. Section 5 provided
that the proceeds shall be disposed of in accordance with the provisions of the
general leasing act of February 25, 1920 (41 Stat. 437), except that out of 10
per cent of moneys received from royalties and rentals, and paid into the Treas-
ury as miscellaneous receipts, the Secretary of the Interior was authorized to
use and expend such part as might be necessary to pay expenses of administration
and supervision over leases, permits, and the products thereof.
Under the law as thus enacted, therefore, the Secretary of the Interior was to

pay the receipts to the Government in the shape of rentals, royalties, and bonuses,
to be divided into three parts-one part to go to the State of Oklahoma; one part
to the reclamation fund; and the remaining 10 per cent to the Treasury as mis-
cellaneous receipts.

This is the method of disposition provided for throughout the public domain
under the general leasing act, and applied to lands in Red River by said act of
March 4, 1923. The amount of royalties and bonuses from Red River lands,
with accrued interest thereon, to January 31, 1926, is $975,082, of which amount
$365,656 would accrue to the State of Oklahoma. The amount accruing under
Red River leases monthly will necessarily vary, according to production and as
to whether additional drilling will produce more oil. The royalties during the
month of January of this year were $6,147.13.
The second section of an act extending the time for payment of the revolving

fund for the benefit of the Crow Indians, approved March 4, 1925 (43 Stat. 1301),
provided:
"That the Secretary of the Interior is directed to retain in his custody, until

otherwise directed by law, the 12 per centum and other royalties heretofore
or hereafter received by him in pursuance of Public Act Numbered 500, Sixty-
seventh C,ingress, approved March 4, 1923."

S. 2707 and H. R. 8236 propose to authorize the payment out of Red River
receipts of $16,339.69 to Robert Toquothty, Comanche Indian allottee No. 3413.
Report on S. 2707 was submitted to your committee January 21, 1926.
H. R. 8777, introduced February 2, 1926, and referred to this department for

report February 4, 1926, proposed to direct the Secretary of the Interior to
make payment of the royalties heretofore or hereafter received by him in pur-
suance of Public Act No. 500, Sixty-seventh Congress

' 
approved March 4, 1923.

Report on this measure was submitted February 10, 1926. Copy herewith.
At the time of report on said H. R. 8777, Senate Joint Resolution 63 had not

been introduced and was consequently not before the department for considera-
tion.
In view of the direction in section 2 of the act of March 4, 1925, to the Sec-

retary to retain in his custody, until "otherwise directed by law," the moneys
in question, which direction has been obeyed by this department, and of the fact
that H. R. 8777 and Senate Joint Resolution 63 propose to make entirely dif-
ferent disposition of the moneys so held, I feel that I should not make further
specific recommendation in the matter, but await the further direction of Con-
gress as contemplated and required in said section 2 of the act of March 4, 1923,
supra.

Very truly yours,
HITBERT WORK, Secretary.

DEPARTMENT OF THE INTERIOR,
Washington, February 10, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.

MY DEAR MR. SINNOTT: I have your request for report on H. R. 8777, directing
the Secretary of the Interior to make payments of oil royalties.

Public Act No. 500, Sixty-seventh Congress, is the act approved March 4, 1923
(42 Stat. 1448), and authorizes the Secretary of the Interior to distribute in the
manner therein provided royalties received from oil and gas permits and leases on
lands in the south half of Red River, Okla.
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The second section of "An act extending the time for repayment of the revolv-
ing fund for the benefit of the Crow Indians," approved March 4, 1925 (43 Stat.
1301), reads as follows:
"The Secretary of the Interior is directed to retain in his custody until other-

wise directed by law the 121 2 per centum and other royalties heretofore or here-
after received by him in pursuance of Public Act Numbered 500, Sixty-seventh
Congress, approved March 4, 1923."

It is the evident purpose of the bill under consideration to repeal the foregoing
provision in the act of March 4, 1925.
I see no reason whatever why the Secretary should not distribute such royalties

in the manner required by law, and therefore recommend the enactment of the
bill.

Very truly yours,
HUBERT WORK, Secretary.
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TO PURCHASE LANDS FOR ADDITION TO THE PAPAGO
INDIAN RESERVATION, ARIZ.

MARCH 27, 1926.—Ordered to be printed

Mr. CAMERON, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 33611

The Committee on Indian Affairs, to whom was referred the bill
(S. 3361) to purchase lands for addition to the Papago Indian Reser-
vation, Ariz., having considered the same, report favorably thereon
with the recommendation that the bill do pass with the following
amendment:
Page 1, line 3, change the $10,000 to $9,500.
This bill, as amended, has the approval of the Secretary of the

Interior, as is shown in letter from him under date of March 20,
1926, which is attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, March 20, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.

MY DEAR SENATOR HARRELD: Receipt is acknowledged of your communica-

tion of March 5, 1926, requesting report on S. 3361, which authorized an appro-

priation of $10,000 for the purchase of land for the use of the Papago Indians

under the jurisdiction of the Sells Indian Agency.
This land embraces 440 acres of patented lands; 160 acres of which are known

as the Steinfeld tract, and the remaining 280 acres known as the John Tierne
y

tract. The Steinfeld tract adjoins the Sells Agency on the west and on this tract

about 1,500 feet from the agency office are located one store building of adob
e

construction appraised at $3,620; a well and pump plant appraised at $1,500 and

a dwelling house appraised at $500; five tent houses and three buildings appra
ised

at $600. The 160 acres of land is appraised at $1,280, making $7,500 in all.

The John Tierney tract is practically all fenced with barbed wire and makes a

desirable place for cattle and is valuable for pasture land for the agency c
ows.

On this land is a two-room dwelling house valued at $500. The land is valued at

$1,500, making a grand total for the combined tracts of $9,500. The Steinfeld
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tract is more valuable than the Tierney because it has a good well, while theTierney tract has no water whatever.
It is believed that it will be greatly to the interest of the Papago Indians of theSells Agency, Ariz., for the Government to secure ownership of this unrestrictedproperty. By acquiring this property, law and order could more readily bemaintained among the Indians and the well on the Steinfeld tract would greatlyrelieve the water situation at the agency. This agency is urgently in need of a,water supply. Favorable action on this bill is therefore recommended. How-ever, since this land can be obtained for $9,500, the bill should be amended toauthorize an appropriation of $9,500 instead of $10,000.
Under date of March 10, 1926, the Director of the Budget advises that a similarreport on H. R. 9207 to authorize an appropriation of $9,500 is not in conflictwith the President's financial program.

Very truly yours,
HUBERT WORK.
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DIVISION OF LANDS AND FUNDS OF THE OSAGE INDIANS
IN OKLAHOMA

MARCH 27 (calendar day, MARCH 29), 1926.—Ordered to be printed

Mr. ITARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 2709]

The Committee on Indian Affairs, to whom was referred the bill
(S. 2709) to amend section 1 of the act of Congress of March 3,
1921 (41 Stat. L. p. 1249) entitled "An act to amend section 3 of the
act of Congress of June 28, 1906," entitled "An act for the division

of the lands and funds of the Osage Indians in Oklahoma, and for

other purposes," having considered the same, report favorably thereon

with the recommendation that the bill do pass without amendment.

This bill is recommended by the Secretary of the Interior, as

shown in letter from him under date of January 12, 1926, which is

attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 12, 1926.

Hon. JOHN W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.

MY DEAR SENATOR HARRELD: I desire to call your attention to sectio
n 1 of

the act of March 3, 1921 (41 Stat. L. 1249), which authorize
s and directs the

Secretary of the Interior and the tribal council of the Osage Tribe of
 Indians of

Oklahoma to offer for lease for oil and gas mining purposes all of the
 remaining

unallotted portion of the Osage Indian lands prior to April 8, 1931, o
ffering the

same annually at the rate of not less than one-tenth of the unleased area.
Practically the entire Osage Reservation is already under lease for gas

 mining.

With respect to leasing the remaining undeveloped land of the rese
rvation for

oil mining purposes, the section of the act referred to is arbitra
ry; and the Osage

lands must be offered for lease regardless of the condition of the
 market or of

any other economic conditions affecting the industry. It is believed that the

law should be amended so as to allow the Secretary of the Int
erior some degree

, of discretion in the matter of developing the remaining oil reso
urces of the Osage

Reservation, to the end that the Osage Tribe and the Secretary o
f the Interior
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may have equal opportunity with independent lessors of oil and gas lands toconsider the conditions of the market and other relevant conditions, and to pro-ceed in the matter of advertising additional lands for leasing as may seem bestfor the tribe. Amendment of the law to permit the exercise of such discretionseems necessary if the Osage Tribe is to obtain the greatest benefit from the oilresources of their reservation.
During the last session of Congress a bill was introduced (S. 872) which wouldhave made the law more lenient, but it failed of enactment. There are incloseda draft of that bill and a copy of our report thereon, dated January 31, 1925,and it is recommended that S. 872 be reintroduced and enacted at an early date.Very truly yours,

HUBERT WORK, Secretary.

JANUARY 31, 1925.Hon. JOHN W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELBI: S. 872 proposes to amend section 1 of the actof Congress approved March 3, 1921 (41 Stat. 1249), relating to Osage Indian oillands and leases, by adding the following:
"Provided further, That the Secretary of the Interior may reduce the area tobe offered annually hereunder, or suspend the offer of leases for not exceedingtwo years at any one time, when in his opinion an overproduction of oil, or in-adequate prices therefor, make such extension or suspension desirable in theinterests of the Osage Nation."
At the date of the passage of the act of March 3, 1921, supra, there wereapproximately 1,000,000 acres of land in the Osage Reservation unleased for oil,and in order to comply with this law approximately 100,000 acres must be offeredfor lease annually, irrespective of the economic conditions of the oil industry.Reasonable and orderly development of the oil resources of these lands in sucha way and at such times as to supply need for the oil, and to secure to the Indiansadvantageous bonuses and royalties, requires the modification of the arbitraryprovision of law described and the vesting of some discretion in the department.Forced development is equally disadvantageous to the Indians, the oil producers,and the oil industry.
It is useless to attempt measures for the conservation and orderly developmentof the oil resources of the country, with mandatory provisions of law forcinga disregard of the best interests of all, including the Indians and the generalpublic.
I earnestly request that you bring the matter before your committee for actionat an early date.

Sincerely yours,
HUBERT WORK, Secretary.



Calendar No. 499
69TH CONGRESS } SENATE REPORT

1st Session No. 495

TO AUTHORIZE THE LEASING FOR MINING PURPOSES OF LAND

RESERVED FOR INDIAN AGENCY AND SCHOOL PURPOSES

MARCH 27 (calendar day, MARCH 29), 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany H. R. 77521

The Committee on Indian Affairs, to whom was referred the bill
(II. R. 7752) to authorize the leasing for mining purposes of land
reserved for Indian agency and school .purposes, having considered •
the same, report favorably thereon with the recommendation that
the bill do pass without amendment.
The facts are fully set forth in House Report No. 140, Sixty-

ninth Congress, first session, which is attached hereto and made a
part of this report.

[House Report No. 140, Sixty-ninth Congress, first session]

The Committee on Indian Affairs, to whom was referred the bill (H. R. 7752)

to authorize the leasing for mining purposes of land reserved for Indian agency

and school purposes, having considered the same, report thereon with a recom-

mendation that it do pass with the following amendments:
Line 5, after the word "lease," insert "at public auction upon not less than

30 days' public notice."
Line 6, after the word "purposes," insert "in accordance with existing law

applicable to such reservation."
This bill will allow the Secretary of the Interior to lease for mining purposes

lands reserved for Indian agency and school purposes and will be of ma
terial

benefit to the Indian by using the proceeds from such leases for use in edu
ca-

tional work among Indians and in paying expenses of administration of agencies.

Your committee concurs with the views of the Department of the Interior, as

set forth in the attached letter, which is made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 15, 1926.

Hon. SCOTT LEAVITT,
Chairman Committee on Indian Affairs,

House of Representatives.

MY DEAR MR. LEAVITT: Except in the case of the reservations where 
special

legislation has been enacted, there is no authority of law to lease f
or mining
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purposes land on Indian reservations which has been reserved for Indian agentsor school purposes.
Congress

' 
by the act of June 21, 1906 (34 Stat. 325-362), authorized the leasingof land on the Chilocco school reserve, and by the act of September 20, 1922(42 Stat. 857), authorized the leasing of agency and school reserve lands on theBlackfeet and Fort Peck Indian Reservations, Mont. If there were generallegislation authorizing the leasing of land of this character it would enable thisdepartment to take advantage of any mineral development in the neighborhoodof the reserved tracts and to lease the lands at the highest possible rate. As anexample, the land reserved for the Mekusukey Indian School in the SeminoleNation of the Five Civilized Tribes is subject to lease under a provision in theact of April 20, 1908 (35 Stat. 70-71), which authorizes the Secretary of theinterior to lease temporarily buildings and land belonging to the Five CivilizedTribes reserved for Government school or other tribal purposes.There being oil and gas development in the neighborhood of the school, thisdepartment authorized the superintendent for the Five Civilized Tribes to offerthe land for lease for oil and gas mining purposes for a period of five years andas much longer thereafter as oil or gas is found in paying quantities, with a pro-vision that in no event would the lease extend beyond the time title to the landis in the Seminole Nation. A sale was duly advertised and the lease offered atpublic auction on July 22, 1925. No one would submit a bid on account of thelimitation that the lease would not extend beyond the time title to the land wasin the Seminole Nation. The superintendent permitted that particular provisionto be stricken from the lease with the explanation that the lease as changed wouldbe subject to approval by this department before becominc, effective. A numberof bids were then submitted, the highest being a bonus of an acre or a totalof $27,520, one-fourth of which was deposited in the superintendent's office.Since this department did not have authority to approve a lease without a lim-itation as to time, it was necessary to reject the sale and authorize the return ofthe money to the bidder, although the bonus and any subsequent royalties onproduction could have been used to great advantage in connection with conduct-ing the school.

A draft of legislation which would authorize the leasing of land reserved forIndian agency and school purposes has been prepared and is submitted herewith.' I respectfully recommend that it receive early and favorable consideration.Very truly yours,
HUBERT WORK.
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AMENDING AN ACT TO FORM A CONSTITUTION AND STATE

GOVERNMENT FOR NEW MEXICO AND ARIZONA

MARCH 27 (calendar day, MARCH 29), 1926.—Ordered to be printed

Mr. ODDIE, from the Committee on Public Lands and Surveys, sub-
mitted the following

REPORT

[To accompany S. 2238]

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (S. 2238) to amend an act approved June 20, 1910,
entitled An act to enable the people of New Mexico to form a con-
stitution and State government and be admitted into the Union on an
equal footing with the original States, and to enable ,the people of
Arizona to form a constitution and State government and be admitted
into the Union on an equal footing with the original States," having

considered the same, report favorably thereon with the recommenda-

tion that the bill do pass without amendment.
The facts are fully set forth in the following letters from the Secre-

tary of Agriculture and the Secretary of the Interior, which are ap-

pended hereto and made a part of this report.

DEPARTMENT OF AGRICULTURE,
Washington, January 26, 1926.

Hon. ROBERT N. STANFIELD
'Chairman Committee on Public Lands and Surveys,

United States Senate.

DEAR SENATOR STANFIELD: Reference is made to your request of January 12

for a report upon the bill (S. 2238) to amend an act approved June 20, 1910,

entitled An act to enable the people of New Mexico to form a constitution and

State government and be admitted into the Union on an equal footing with the

original States, and to enable the people of Arizona to form a constitution and

State government and be admitted into the Union on an equal footing with the

original States."
This measure proposes to amend section 10 of the enabling act for New Mexico

,

so as to permit the State to offer to the Government the lands which it ow
ns

within the exterior boundaries of national forests, both institutional grant la
nds

and the four sections in each township granted for public schools, and to rece
ive
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in exchange an equal value of national forest land or lands from the unappro-priated public domain. The President of the United States would be authorizedto withdraw from appropriation and disposition lands which the State wouldselect until such time as the exchange could be consummated. The Secretaryof the Interior and the Secretary of Agriculture would be authorized to establishregulations and a procedure for appraising the values of the lands owned bythe United States and by the State, and for carrying out the provisions of theact. All lands acquired by the State under this proposed exchange and the prod-ucts and proceeds therefrom would be subject to all the conditions and trustsoriginally imposed upon the granted lands. Lands conveyed to the United Stateswould become parts of the national forests in which they are situated. Section 4would authorize the State to amend its constitution in accordance with the pro-visions of the act.
, Within the boundaries of national forests there are often many tracts inprivate and State ownership. The most efficient administration of these timber-producing units could be accomplished if the areas within the forest boundariessusceptible of development by the Government were under Government control.Congress has provided a means of exchanging lands with the private owners andwith the States in the act of March 20, 1922 (42 Stat. 465). This measure,however, only authorizes the granting by the Government of other lands withinexterior boundaries of the national forests. Many desirable exchanges under thatmeasure have been consummated with other States. Also in several instancesthe majority of a State's school land holdings have been eliminated from thenational forests through the States acquiring either parts of the national forestsor lands from the unappropriated public domain. Those State exchanges wereupon equal acreage basis and were of only the school lands.
The State constitution as authorized and approved by the act of June 20, 1910,imposes certain limitations upon the disposal of State lands such as minimumprices, maximum acreages to single purchasers, sales at competitive bid, and specialconditions controlling the sale of institutional lands or selected or other lands thanplace lands. These constitutional restrictions would preclude an exchangebetween the State and the United States such as now contemplated, and to makeit possible a constitutional amendment is to be submitted to the people of theState, for which purpose the consent of Congress is necessary. In connectiontherewith it seems desirable to submit the other special conditions necessaryfor the consummation of the desired exchange.• In the State of New Mexico the available unappropriated public domain landsare not as valuable as most of the lands which the State was granted. It wouldbe unfair to the State, therefore, to require it to make selections from the publicdomain upon an acreage basis. The bill now before me would authorize exchangesof both school lands and institutional grant lands upon an equal value basisthrough which means the State could he compensated for the forest-producingareas which it would deed to the Government.
In the opinion of the department this bill would propose a plan whereby thenational forests in the State of New Mexico could be consolidated through theacquisition of the timber-producing lands which the State would offer in exchange,and natural units f Or forest protection and administration could be much moreeconomically handled than at the present time. Many of these areas ownedby the State were selected for their timber value and would serve their highest useunder national forest administration. The department would therefore approveof the passage of the bill in order that these desirable exchanges could be con-summated.

Sincerely yours,

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.
MY DEAR SENATOR STANFIELD: I have your request of January 8, 1926, for areport on S. 2238, providing for amendment of the enabling act of NewMexico, approved June 20, 1910 (36 Stat. 557), for the purpose of permittingthe State to exchange lands within national forests for an equal value of Govern-

R. W. DUNLAP,
Acting Secretary.

DEPARTMENT OF THE INTERIOR,
Washington, February 24, 1926.



CONSTITUTION AND GOVERNMENT FOR NEW MEXIC
O AND ARIZONA 3

ment-owned lands either within national forests or outsi
de of national forests

within the State of New Mexico, under certain conditions.

By the act of Congress approved March 20, 1922 (42 St
at. 466), amended by

the act of February 28, 1925 (43 Stat. 1090), Federal au
thority is given for the

exchange of lands within national forests for an equal value 
of other national

forest lands in the same State.
As to school section lands, which are made the subject of 

section 2 of the bill,

authority is given by the act of February 28, 1891 (26 Stat. 79
6), amending sec-

tions 2275 and 2276, Revised Statutes, made applicab
le to the State of New

Mexico by the enabling act, to exchange school section 
lands within national

forests for any nonmineral public lands within the State
 subject to selection,

and this exchange may be made whether or not th
e title to such school sec-

tion lands has already vested in the State. See Supreme Court decision in the

case of California v. Deseret Water, Oil & Irrigation Co. (
243 U. S. 415), affirming

the right of the States to waive its right to school sec
tion lands included in a

national forest after survey, that is, after title vests in the St
ate. Furthermore,

exchange of school section lands in national forests for
 other lands within such

reservations has been affected in several States, without ad
ditional legislation,

through agreements between the Secretary of Agriculture and the proper

State officers.
The bill would also authorize withdrawal of unreserved 

public lands proposed

for selection by the State pending consideration and
 consummation of the ex-

changes contemplated. Practically all the remaining unreserved public land in

New Mexico is chiefly valuable for grazing, and up
on the basis of equal value

large blocks of these grazing lands could be selected u
nder the terms of the bill

in exchange for small areas of valuable timbered 
lands. As to the remaining

public lands not suitable for entry under the home
stead or irrigation laws, the

department has recommended legislation which would
 authorize it to lease these

grazing areas for the inaprovement and development
 of the livestock industry,

and is of opinion that consolidation of the State's 
holdings and claims in national

forests should not be effected at the expense of this
 development further than is

now authorized by law.
No necessity is apparent for the legislation propo

sed, and it is hereby recom-

mended that the bill be not enacted. No objection will be interposed, however,

to the enactment of legislation, if deemed neces
sary, amending the New Mexico

enabling act and authorizing amendment of the 
State's constitution so as to

permit consummation on the part of the State of 
exchanges of land under the

provisions of existing Federal statutes.
Very truly yours, HUBERT WORK.
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AUTHORIZING CITIZEN BAND OF POTTAWATOMIE INDIANS IN

OKLAHOMA TO SUBMIT CLAIMS TO THE COURT OF CLAIMS

MARCH 27 (calendar day, MARCH 29), 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 1963]

The Committee on Indian Affairs, to whom was referred the bill

(S. 1963) authorizing the Citizen Band of .Pottawatomie Indians in

Oklahoma to submit claims to the Court of Claims, having consid-

ered the same, report favorably thereon with the recommendation

that the bill do pass with the following amendment:
Strike out all after the enacting clause and insert in lieu thereof the

following:
That jurisdiction is hereby conferred on the Court of Claims with right of appeal

to the Supreme Court of the United States by either party as in other cases, n
ot-

withstanding the lapse of time or statutes of limitation, to hear, examine, and

adjudicate and render judgment in any and all legal and equitable clai
ms arising

under or growing out of the treaty of February 27, 1867 (15 Stat. 531), or 
arising

under or growing out of any subsequent act of Congress in relation t
o Indian

affairs which said Citizen Band of Pottawatomie Indians of Oklahoma 
may have

against the United States, which claims have not heretofore been determin
ed and

adjudicated by the Court of Claims or the Supreme Court of the United St
ates.

SEC. 2. Any and all claims against the United States within the purvi
ew of this

act shall be forever barred unless suit or suits be instituted or peti
tion filed as

herein provided in the Court of Claims within five years from the dat
e of the ap-

proval of this act, and such suit or suits shall make the Citizen Band 
of Pottawa-

tomie Indians of Oklahoma party plaintiff and the United States part
y defendant.

The petition shall be verified by the attorney or attorneys empl
oyed to prosecute

such claim or claims under contract with the said Citizen Band
 of Pottawatomie

Indians approved in accordance with existing law; and said con
tract shall be exe-

cuted in their behalf by a committee or committees to be selected 
by said Citizen

Band of Pottawatomie Indians. Official letters, papers, documents, and records,

or certified copies thereof, may be used in evidence, and the d
epartments of the

Government shall give access to the attorney or attorneys of s
aid Citizen Band

of Pottawatomie Indians to such treaties, papers, corresponde
nce, or records as

they may require in the prosecution of any suit or suits institute
d under this act.

SEC. 3. In said suit or suits the court shall also hear, exam
ine, consider, and

adjudicate any claims which the United States may have aga
inst the said Citizen

Band of Pottawatomie Indians, but any payment or payme
nts which may have

S R-69-1—vol 2-4
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been made by the United States upon any such claim shall not operate as an
estoppel, but may be pleaded as a set-off in such suit or suits, as may any gratui-
ties paid to or expended for said Indians subsequent to February 27, 1867.

SEC. 4. The court shall join any other tribe or band of Indians that may benecessary to a final determination of any suit brought under this act. Upon the
final determination of such suit or cause of action, the Court of Claims shall have
jurisdiction to decree the fees to be paid to the attorney or attorneys, not to ex-
ceed 10 per centum of the amount of the judgment, if any, recovered in such
cause, and in no event to exceed the sum of $25,000, together with all necessary
and proper expenses incurred in preparation and prosecution of the suit, to be
paid out of any judgment that may be recovered, and the balance of such judg-
ment shall be placed in the United States Treasury to the credit of the Indians
entitled thereto, where it shall draw interest at the rate of 4 per centum per
annum or be paid direct to the Indians, in the discretion of the Secretary of theInterior.

This bill as amended has the approval of the Secretary of the In-
terior, as shown in letter from him under date of February 13, 1926,
which is attached hereto and made a part of this report.

HOD. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELD: Further reference is made to your recent letter

inclosing for a report a copy of (S. 1963) a bill authorizing the Citizen Band of
Pottawatomie Indians in Oklahoma to submit claims to the Court of Claims.
After certain amendments are made to the bill as drawn, this department would
have no objection to the enactment thereof.
Under the treaty of 1867 (15 Stat. 531) provision was made for the sale by the

United States to the Citizen Band of Pottawatomie Indians of a tract of land
suitable for a reservation in that was then the Indian Territory. The Indians
selected a reservation as agreed under the provisions of the treaty, and the selec-
tion was approved by the Secretary of the Interior in 1870.
By the terms of the treaty of 1867, supra, it was provided that out of the

moneys received from the sale of the lands of the Pottawatomie Indians in Kansas
the Government should retain a sum sufficient to pay for the reservation in the
Indian Territory at the price paid by the United States therefor to the Creeks
and Seminoles. The Government afterwards came into possession of $283,500.50
belonging to the Citizen Pottawatomie Indians, proceeds from land sales in Kansas.
These Indians had other invested funds also in the hands of the Government.
At the time of a later agreement with these Indians, dated June 25, 1890 (26

Stat. 1016-1018), the Indians claimed that they had paid for the reservation
purchased under the treaty of 1867 as agreed and that title thereto was therefore
in the tribe. The Government contended, however, that the sale had never
been consummated under the treaty of 1867, supra, and that title to the reser-
vation selected thereunder had never vested in the Citizen Band of Potawatomi
Indians as a tribe.
By section 12 of the act of March 3, 1891 (26 Stat. 989-1021), ratifying the

agreement of 1890, supra, Congress conferred full jurisdiction on the Court of
Claims to determine the matter. Thereafter suit was filed by the Indians in
the Court of Claims February 4, 1892. (Case No. 17356.) On May 6, 1895,
the court ordered the case to be consolidated with the case of the Prairie Band
of Potawatomi Indians (No. 17654), and another pending case of the Citizen
Band of Potawatomi Indians (No. 17402), with permission to file an amended
petition. Apparently the cases were never followed up, and on May 20, 1901,
dismissal of the three cases for want of prosecution was ordered on motion of the
defendant in case No. 17402.
The Department of Justice has refused to consent to reinstatement of case No.

17356 of the Citizen Band of Potawatomi Indians, holding that the court is
without jurisdiction to allow such a motion, citing as authority Murray's case.
(45 Ct. Cis. 94, 99, 104.)

In view of the record as above cited, it will be seen that the Indians have never
had the judicial determination of their claims on their merit that Congress

DEPARTMENT OF THE INTERIOR,
Washington, February 13, 1926.



AUTHORIZING INDIANS IN OKLAHOMA TO SUBMIT CLAIMS 3

intended they should have; and as there is apparently no chance of getting the
original suit reinstated in the court further legislation seems necessary to settle
this claim.

It is recommended that the bill be modified by striking out all after the enacting
clause and inserting the following:
"That jurisdiction is hereby conferred on thp Court of Claims with right of

appeal to the Supreme Court of the United States by either party as in other cases,
notwithstanding the lapse of time or statutes of limitation, to hear, examine, and
adjudicate and render judgment in any and all legal and equitable claims arising
under or growing out of the treaty of February 27, 1867 (15 Stat. 531), or arising
under or growing out of any subsequent act of Congress in relation to Indian
affairs which said Citizen Band of Pottawatomie Indians of Oklahoma may have
against the United States, which claims have not heretofore been determined and
adjudicated by the Court of Claims or the Supreme Court of the United States.
"SEc. 2. Any and all claims against the United States within the purview of

this act shall be forever barred unless suit or suits be instituted or petition filed as
herein provided in the Court of Claims within five years from the date of the ap-
proval of this act, and such suit or suits shall make the Citizen Band of Pottawa-
tomie Indians of Oklahoma party plaintiff and the United States party defendant.
The petition shall be verified by the attorney or attorneys employed to prosecute
such claim or claims under contract with the said Citizen Band of Pottawatomie
Indians approved in accordance with existing law; and said contract shall be
executed in their behalf by a committee or committees to be selected by said
Citizen Band of Pottawatomie Indians. Official letters, papers, documents, and
records, or certified copies thereof, may be used in evidence, and the departments
of the Government shall give access to the attorney or attorneys of said Citizen
Band of Pottawatomie Indians to such treaties, papers, correspondence, or records
as they may require in the prosecution of any suit or suits instituted under this
act.
"SEc. 3. In said suit or suits the court shall also hear, examine, consider, and

adjudicate any claims which the United States may have against the said Citizen
Band of Pottawatomie Indians, but any payment or payments which may have
been made by thorUnited States upon any such claim shall not operate as an
estoppel, but may be pleaded as a setoff in such suit or suits, as may any gratuities
paid to or expended for said Indians subsequent to February 27, 1867.
"SEc. 4. The court shall join any other tribe or band of Indians that may be

necessary to a final determination of any suit brought under this act. Upon the

final determination of such suit or cause of action, the Court of Claims shall have
jurisdiction to decree the fees to be paid to the attorney or attorneys, not to

exceed 10 per centum of the amount of the judgment, if any, recovered in such

cause, and in no event to exceed the sum of $25,000, together with all necessary

and proper expenses incurred in preparation and prosecution of the suit, to be

paid out of any judgment that may be recovered, and the balance of such judg-

ment shall be placed in the United States Treasury to the credit of the Indians

entitled thereto, where it shall draw interest at the rate of 4 per centum per

annum or be paid direct to the Indians in the discretion of the Secretary of the

Interior."
This department has no information as to the aggregate amount of the claims,

though reference to the petition filed under the act of March 3, 1891, supra, will

probably disclose what was then claimed.
The Director of the Bureau of the Budget has advised that this report is not

in conflict with the financial program of the President.
Very truly yours,

HUBERT WORK.
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1st Session No. 499

REPAYMENT OF EXCESS AMOUNTS PAID BY PURCHASERS OF

CERTAIN LOTS IN THE TOWN SITE OF BOWDOIN, MONT.

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. CAMERON, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 32681

The Committee on Public Lands and Surveys, to whom was referred
the bill (S. 3268) authorizing repayment of excess amounts paid by
purchasers of certain lots in the town site of Bowdoin, Mont having
considered the same, report favorably thereon with the recommenda-
tion that the bill do pass without amendment.
The facts are fully set forth in the following letter from the Secre-

tary of the Interior, which is appended hereto and made a part of
this report.

DEPARTMENT OF THE INTERIOR,
Washington, March 18, 1926.

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.

MY DEAR SENATOR STANFIELD: I have your request for report On S. 3268,

authorizing repayment of excess amounts paid by purchasers of certain lots in

the town site of Bowdoin, Mont.
Pursuant to the provisions of the acts of April 16, 1906 (34 Stat. 116), and

June 27, 1906 (34 Stat. 519), lands were reserved for a town site at Bowdo
in, in

the Milk River irrigation project, Montana, and under regulations approve
d Oc-

tober 29, 1917, a public sale of the lots was held at the town site beginnin
g De-

cember 1, 1917. Under the regulations, purchasers were permitted to pay cash

in full date of sale or in three equal annual installments. At this sale 131 lots

were purchased for $40,165. Additional lands is said town site were appraised

and on August 23, 1919, another public sale was held at which seven 
lots were

disposed of for $1,250.
At the time of the appraisals and sales above mentioned the town was a

division point of the Great Northern Railway, with roundhouse, railroad s
hops,

and yards, in which a large number of men were employed. Subsequen
tly these

buildings were torn down and the town ceased to be a division point. It appears

that there are fewer than a dozen families remaining in the town and
 nothing

whatever to induce others to locate there.
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Prior to the passage of the act of January 7, 1925 (43 Stat. 728), but 86 lots
had been fully paid for and patented. The average price of the patented lots was
about $275; of 130 other lots disposed of the average price was about $180. It
appearing that many of the purchasers could not and would not complete payment
of the lots at the prices bid, all lots in the town site were reappraised in accordance
with the act of January 7, 1925, supra. Under this reappraisal the lots were
valued at an average of less than $50 each.
Inasmuch as the reappraisal was not made until May 11, 1925, and as many

patents had issued more than two years prior to that time on full payment of the
appraised price, and, furthermore, as the act of December 11, 1919 (41 Stat. 366),
limits the time for filing applications for repayment to two years after issuance of
patent, there is no law authorizing repayment of the excess amounts in such cases.

It would appear to be manifestly unjust for the Government to deny relief to
the parties who fulfilled their part of the contract by paying the installments as
they became due when relief has been allowed all delinquent purchasers. Accord-
ingly, the enactment of the bill is recommended.
A copy of the foregoing was submitted to the Director of the Bureau of the

Budget, who under date of March 13, 1926, advises that the proposed report is
not in conflict with the financial program of the President.

Very truly yours,
HUBERT WORK.
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MARKING OF RED CLOVER AND ALFALFA SEED

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. GOODING, from the Committee on Agriculture and Forestry,,

submitted the following

REPORT

[To accompany S. 2465]

The Committee on Agriculture and Forestry, to which was re-
ferred the bill (S. 2465), having considered the same, report favorably
thereon without amendment, and recommend that the bill do pass.

This bill provides for the marking of red clover and alfalfa seed,
and if, after public hearings have been held by the interested parties,
it is determined by the Secretary of Agriculture that seed from a
particular country is not adapted for general agricultural use in the
United States, that fact, after being established, requires that seed
from that region must have 10 per cent of the seed colored red as
condition of entry into the United States.
The bill also provides that all foreign seed shall be stained, the

amount to be stained to be left to the descretion of the Department
of Agriculture. It is believed where seed is found adaptable that
coloring of 1 per cent will be sufficient.
An investigation by the Department of Agriculture shows that for

many years seeds have been imported into this country that are not
adaptable in many States in the Union. Great damage has been
done, and opinion is freely expressed that through failure to secure
a catch of clover and alfalfa, that soil has become exhausted, and
millions of acres have been abandoned in this country.
Asking for the passage of this bill are the National Grange, the

National Dairy Association, the American Farm Bureau, and prac-
tically all of the agricultural colleges in the Eastern and Western

States.
This bill was prepared by the Department of Agriculture, and Dr.

Karl F. Kellerman, associate chief, Bureau of Plant Industry, De-
partment of Agriculture, appeared before the committee in favor of

Senate bill 2465.
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Accompanying this report is a letter to the Hon. George W.
Norris, chairman of the Committee on Agriculture and Forestry of
the United States Senate, signed by the Assistant Secretary of Agri- .
culture, C. V. Marvin.

Also accompanying this report is a letter from Dr. Karl F. Keller-
man, Associate Chief of Bureau of Plant Industry, Department of
Agriculture.

UNITED STATES DEPARTMENT OF AGRICULTURE,
BUREAU OF PLANT INDUSTRY,

Washington, March 30, 1926.
Hon. FRANK R. GOODING,

United States Senate.
DEAR SENATOR GOODING: With further reference to Senate bill 2465, to

amend an act entitled "An act to regulate foreign commerce by prohibiting the
admission into the United States of certain adulterated grain and seeds unfit
for seeding purposes," approved August 24, 1912, as amended, and for other
purposes, I take pleasure in assuring you that the provisions of this bill have
been given most careful consideration on the part of this department, both at
the time the formulation of the bill was taken up with you and during the time
that has elapsed since its formulation and introduction, and in its formal reports
to the committees of the House and Senate on the proposed legislation the
department has recommended favorable consideration.

Very truly yours,

Hon. GEORGE W. NORRIS,
Chairman Committee on Agriculture and Forestry,

United States Senate.
MY DEAR SENATOR: In accordance with your request of January 14, the bill

entitled "An act to regulate foreign commerce by prohibiting the admission into
the United States of certain adulterated grain and seeds unfit for seeding pur-
poses," S. 2465, has been carefully considered.
The bill contemplates the amendment of the seed importation act in three

important particulars. First, the elimination of administrative difficulties which,
during the past several years, have arisen frequently in connection with the
importation of seed of bent grass with which small proportions of redtop were
occasionally mixed, thus bringing the bent-grass seed under the operation of the
seed importation act, which would not be subject to the act if the proportion of
redtop seed were below 10 per cent. Since the importation of neither bent-
grass seed nor seed of redtop has material agricultural significance, the elimi-
nation of "redtop" from the list of seeds subject to the provisions of the act will
facilitate the administrative procedure and will have no measureable effect upon
American agriculture.
For somewhat similar reasons the exemption of broomcorn millet and early

fortune millet from the provisions when imported for manufacturing purposes
will avoid unnecessary obstacles in the importation of these seeds, which are
seldom, if ever, imported for seeding purposes within the United States, but are
frequently imported for the manufacture of mixed feed.
The second important phase of the amendment is the addition of the new pro-

viso to section 1 of the seed importation act. This proviso will require the mark-
ing by color or otherwise of all clover or alfalfa seed entered into the United States
in such manner that the identity of different lots of seed may be easily determined
at any time up to their use for planting; and also provides authority under which
there may be consideration of the adaptability within the United States of the
seed imported from any country or region, and in case it shall be found that such
seed is not generally adapted for agricultural use in the United States at least 10
per cent of this unadapted seed must then be stained a red color. While this
staining will not prevent the importation of unadapted seed, it should serve as
adequate warning for any planter as to the character and origin of such seed.

K. F. KELLERMAN,
Associate Chief of Bureau.

DEPARTMENT OF AGRICULTURE,
Washington, January 30, 1926.
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The third important phase of the amendment to the seed importation act is the
provision for the confiscation by process of libel for condemnation of seed that is
willfully misbranded.
The authority conferred upon the department with respect to seeds by the

proposed bill follows in general the provisions of the food and drugs act and should
prove an effective bar to misbranding of imported seeds or other seeds in inter-
state commerce.
The three phases of the amendment to the seed importation act contemplated

by this bill are constructive and important. Accordingly I take pleasure in rec-
ommending your favorable consideration of this bill.

During the fiscal year 1927 no material increase in cost of administering the seed
importation act would be required by the suggested amendment; in subsequent
years it is probable that additional funds might be desirable, but the amounts can
not be accurately estimated at this time.

Sincerely yours,
C. F. MARVIN, Acting Secretary.

FEBRUARY 6, 1926.
Submitted to the Bureau of the Budget, pursuant to Circular No. 49, of that

bureau, and returned to Department of Agriculture under date of February 5,
1926, with advice that the foregoing is not in conflict with the financial program
of the President.
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AMENDING SECTION 27 OF THE GENERAL LEASING ACT
APPROVED FEBRUARY 25, 1920

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed.

Mr. STAN1 LELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 2339]

The Committee on Public Lands and Surveys, to whom was
referred the bill (S. 2339) to amend section 27 of the general leasing
act approved February 25, 1920 (41 Stat. 437), having considered
the same, report favorably thereon with the recommendation that
the bill do pass without amendment.
The bill was introduced at the request of the Secretary of the

Interior in his letter of January 8, 1926, which letter fully sets forth
the facts regarding the bill and is appended hereto and made a part
of this report, as follows:

DEPARTMENT OF THE INTERIOR,
Washington, January 8, 1926.

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.

MY DEAR SENATOR STANFIELD: I inclose herewith for consideration, and for
introduction if you deem proper, draft of a bill to amend section 27 of the general
leasing act approved February 25, 1920. (41 Stat. 437.)
The present section 27 provides that no person, association, or corporation may

hold more than three oil and gas leases in one State, with the further limitation
that not more than one oil and gas lease can be held in the same geologic struc-
ture of a producing field; also that no corporation may hold an interest as a
stockholder of another corporation in more than such number of leases. Another
provision is to the effect that no association, individual, or corporation may hold

interests as a member of an association or a stockholder of a corporation exceed-
ing in the aggregate an amount equivalent to the maximum number of acres of
the respective kinds of mineral allowed to any one lessee under the act.
As to coal, phosphate, or sodium, the section provides that not more than one

lease can be held at any one time in any one State.
A strict construction of these provisions limits an individual, association, or

corporation to the direct holding of not more than one oil lease in a structure
and not more than three in a State, and not more than one coal, phosphate, or

sodium lease each in a State, no matter what the acreage of the lease may be.
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For example, if because of private holdings or other leases, there remain available
in an oil field but 20 acres the lessee thereof is debarred from holding another
lease in the structure, and if he holds three 20-acre leases in the State, no matter
how extensive may be his investments in drilling and other mining equipment,
he can acquire no further area from the Government under the leasing act in
that State. A corporation is also debarred if it holds three 20-acre leases in the
same State from holding any indirect interest as a stockholder of another corpo-
ration, no matter what may be its capital investment or its desire to develop oil
or gas on a substantial scale. The same condition applies as to the limitations
on coal, phosphate, and sodium leases one lease of each of these minerals held
in a State debarring the holding of another one, no matter how small an acreage
may be available at a given place.
It has been suggested that the best interests of the oil and other industries

and of the Government in the proper handling and conservation of the deposits
named would be amply secured by an acreage limitation, whether held directly
or indirectly. In other words, that no corporation, individual, or association
should be allowed to hold, directly or indirectly, through stock ownership or
otherwise, more than 2,560 acres in a structure of a producing oil or gas field,
and not more than three times that area within the limits of a State at any one
time, and that with respect to coal, phosphate, and sodium, the aggregate amount
of holdings at any one time in any one State be limited to not exceeding 2,560
acres of each of said minerals.
The subcommittee of the Federal Oil Conservation Board, consisting of repre-

sentatives of the War Department, the Navy Department, the Department
of Commerce, and the Department of the Interior have submitted the following
recommendation:
"A further and more specific amendment of the oil-leasing law appears needed

in the aid of better conservation. Section 27 of the general leasing act in seeking to
protect the public welfare from monopoly places limitations that are obscure in
meaning and difficult of administration, but, worse than that, have a tendency
to cause too small holdings, which in turn tends to overdrilling and overproduc-
tion and this directly militates against conservation. The proposed remedy is a
simple acreage limitation of leases held directly or indirectly by any corporation,
individual, or association and that acreage should be the maximum referred to
elsewhere in the act, viz, 2,560 acres in a single structure and three times that area
in a State."
In addition to reasons suggested by the committee, it may be pointed out that

an amendment such as proposed would simplify the administration of the act
by this department and the courts, and make clear to all concerned exactly what
holdings they may have under the general leasing act. Every interest held,
whether directly or indirectly, would be reduced to acres and the amount which
any lessee or permittee could hold in a structure or in a State definitely and
mathematically fixed; also where leases in producing areas are offered for sale
under the bonus system, as provided in the act, it would have a tendency to
increasec ompetition and the amounts the Government would receive in bonuses.

Very truly yours,
HTJBERT WORK, Secretary.
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1st Session
SENATE REPORT

No. 502

GRANTING LANDS TO SCHOOL DISTRICT NO. 82, CASCADE

COUNTY, MONT., FOR SCHOOL PURPOSES

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 187]

The Committee on Public Lands and Surveys, to whom was referred
the bill (H. R. 187) making a grant of land for school purposes, Fort
Shaw division, Sun River project, Montana, having considered the
same, report favorably thereon with the recommendation that the
bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands (H. Rept. No. 125, 69th Cong., 1st sess.), which
is appended hereto and made a part of this report, as follows:

[House Report No. 125, Sixty-ninth Congress, first session]

The Committee on the Public Lands, to whom was referred the bill (H. R.
187) making a grant of land for school purposes, Fort Shaw division Sun River
project, Montana having considered the same, reports favorably thereon and
recommends that !the bill do pass without amendment.
An identical bill (H. R. 11540) passed the House during the Sixty-eighth

Congress.
The report of the Secretary of the Interior on H. R. 187 reads as follows:

DEPARTMENT OF THE INTERIOR,
Washington, January II, 1926.

H011. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.

MY DEAR MR. SINNOTT: I have your letter of December 21, 1925, submitting

for report H. R. 187, entitled "A bill making a grant of land for school purposes,

Fort Shaw division, Sun River project, Montana."
The present bill is identical with H. R. 11540 as amended, introduced in the

last Congress, second session, and since there has been no change in the status

of the matter, I am inclosing a copy of the department's letter of February 13,

1925, reporting on H. R. 11540. Reference is also made to House Report No

1577, Sixty-eighth Congress, second session, on H. R. 11540.
Very truly yours,

111JBERT WORK.
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Following is the report of the Secretary of the Interior on H. R. 11540, Sixty-
eighth Congress:

DEPARTMENT OF THE INTERIOR,
Washington, February 13, 1925.

Hon. N. J. SINNorr,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNoTT: Receipt is acknowledged of your letter of January 15,

1925, transmitting copy of a bill (H. R. 11540), with request for a report thereon.
The bill is entitled as follows:
"A bill making a grant of land for school purposes, Fort Shaw division, Sun

River project, Montana."
It authorizes and directs the Secretary of the Interior to issue patent con-

veying what are described as lots 14 and 15, section 2, and lots 11 and 12, section
II, township 20 east, range 2 west, Sun River project, Montana, to school district
No. 82, Cascade County, State of Montana.
Upon investigation of the matter I find that there would be no objection

to the issue of such patent to the school district, and I therefore suggest favorable
action on the bill.

Attention is invited to what appears to be an error in description. I believe
in line 5 the township should read 20 "north" instead of 20 "east." The total
area involved should read 30.76 instead of 30.54 acres, as now shown.

Very truly yours,
HUBERT WORK.
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EXCHANGE OF LANDS IN SAN MIGUEL, MORA, TAOS,
AND COLFAX COUNTIES, N. MEX.

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 63551

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (H. R. 6355) providing for the acquirement by the
United States of privately owned lands in San Miguel, Mora, Taos,
and Colfax Counties, N. Mex., within the Mora grant, and adjoining
one or more national forests, by exchanging therefor lands or timber
within the exterior boundaries of any national forest situated within
the State of New Mexico or the State of Arizona, having considered
the same, report favorably thereon with the recommendation that the
bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands (H. Rept. No. 128, 69th Cong., 1st sess.), which
is appended hereto and made a part of this report, as follows:

[Rouse Report No. 128, Sixty-ninth Congress, first session]

The Committee on the Public Lands, to whom was referred the bill H. R. 6355,
having considered the same, reports thereon favorably and recommends that the
bill do pass with the following amendment:
Page 1, line 8, strike out the word "and" where it occurs the first time and

insert after the comma following the word "Taos" the words "and Colfax."
Amend the title so as to read:
"Providing for the acquirement by the United States of privately owned lands

in San Miguel, Mora, Taos, and Colfax Counties, New Mexico, within the Mora
grant, and adjoining one or more national forests, by exchanging therefor lands
or timber within the exterior boundaries of any national forest situated within
the State of New Mexico or the State of Arizona."
The recommendations of the Interior Department and the Department of

Agriculture are indicated by the reports submitted by them, copies of which are
made a part of this report.
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DEPARTMENT OF THE INTERIOR,
Washington, January 13, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT: In reply to your request for report upon H. R. 6355,

for the acquirement by the United States of privately owned lands within the
Mora grant, New Mexico, by exchanging therefor lands or timber within the
exterior boundaries of national forests within the States of New Mexico and
Arizona, I have to advise that this is a matter primarily for consideration by the
Secretary of Agriculture, as it relates solely to national forests and privately
owned lands.

If the legislation is desired by the Secretary of Agriculture, this department is
aware of no objection thereto.

Very truly yours,
HUBERT WORK.

JANUARY 16, 1926.
Hon. N. J. SINNOTT,

Chairman Committee on the Public Lands,
House of Representatives.

DEAR MR. SINNOTT: I have your letter of January 4, requesting a report upon
the bill (H. R. 6355) providing for the acquirement by the United States of
privately owned lands in San Miguel, Mora, and Taos Counties, N. Mex., within
the Mora grant, and adjoining one or more national forests, by exchanging there-
for lands or timber within the exterior boundaries of any national forest situated
within the State of New Mexico or the State of Arizona.
The bill would permit the owners of private lands within the Mora grant,

located in the counties of San Miguel, Mora, and Taos, to offer their holdings
to the Government and to receive in exchange equal values of timber to be cut
within the national forests of the States of New Mexico and Arizona, the values

each case to be determined by the Secretary of Agriculture and acceptable to
the grantor as fair compensation. The timber to be given by the Government
would be cut under laws and regulations applicable to the national forests.
Provision is made that the consent and approval of the Governor of Arizona
shall first be secured before any timber is given in exchange from national forests
in the State of Arizona.

Section 2 provides that lands to be conveyed to the Government, not covered
by public-land surveys or identified by surveys of the United States, shall be
identified by surveys made by employees of the Forest Service and approved by
the United States surveyor general. Section 3 provides that the lands accepted
by the United States shall become parts of either the Carson or the Santa Fe
National Forest, as the Secretary of Agriculture may determine.

Section 4 directs that before any exchange of lands for timber, as provided
above, is executed notice of such exchange proposal describing the areas involved
shall be published once each week for four successive weeks in some newspaper
of general circulation in the county or counties in which may be situated the
lands offered the Government and in some like newspaper published in any
county in which may be situated any lands or timber to be given in such exchange.
The purpose of this measure is to enable the department to acquire certain very

desirable timberlands in the State of New Mexico which have for years been pro-
tected and administered under the belief that they were the property of the
Government, but which a decision of the Supreme Court, under date of Febru-
ary 18, 1924, has determined are actually a portion of the Mora grant. It is
understood that the owners are willing to convey these lands to the Government
under very acceptable terms. An exchange will make possible the continuance of
Federal protection and administration without disturbance to the stockmen who
have used it in the past. Making the terms of the exchange applicable to the
State of Arizona as well as New Mexico will facilitate the consummation of a satis-
factory trade. The measure therefore meets with the approval of the depart-
ment.

Sincerely yours,
R. W. DUNLAP, Acting Secretary.
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1st Session No. 504

GRANTING LANDS TO SAN JUAN COUNTY, WASH..

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Survey4
submitted the following

REPORT

[To accompany H. R. 8646]

The Committee on Public Lands and Surveys, to whom was referred:
the bill (H. R. 8646) providing for a grant of land to the county of
San Juan, in the State of Washington, for recreational and public-
park purposes, having considered the same, report favorably tnereon
with the recommendation that the bill do pass without amendment.
The facts are fully set forth in the report of the House Committee.

on the Public Lands (H. Rept. No. 360, 69th Cong., 1st sess.), which,
is appended hereto and made a part of this report, as follows:

[House Report No. 360, Sixty-ninth Congress, first session]

The Committee on the Public Lands, to whom was referred the bill (H. R. 8646)
providing for a grant of land to the county of San Juan, in the State of Wash--
ington, for recreational and public park purposes, having considered the same,
report it to the House with the recommendation that it do pass with the following.
amendments:
Page 1, line 9, after the word "granted," insert the words "on the payment

to the United States of $1.25 per acre."
Page 2, line 3, strike out the period at the end of the line, insert a colon, and:

add the following:
"And provided further, That lot 3 shall be subject to the right of way for county

roads granted to the county authorities of San Juan County, State of Washihgton,
by the act of Congress of February 21, 1925 (Forty-third Statutes, page 957):.
And provided further, That there shall be reserved to the United States all gas, oil,
coal, or other mineral deposits found at any time in the said lands and the right
to prospect for, mine, and remove the same."
The bill proposes to grant to the county of San Juan, State of Washington,

lots 3 and 4 of section 2, township 35 north, range 2 west, Washington meridian,.
Washington, containing 63.25 acres. The lots in question are a part of the
abandoned military reservation situated on the northwest portion of Loper,
Island. This reservation, among others, was turned over to the Department of
the Interior for disposition under the act of July 5, 1884 (23 Stat. 103), or as,
otherwise provided by law under Executive Order No. 3893, dated August 13,
1923. In pursuance of the above act a sale was conducted in the local land

S R-69-1—vol 2 5
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office at Seattle, Wash., on August 5, 1925, at which time lands within certain
abandoned military reservations, including the reservation in which the lots
above referred to are situated, were offered for sale for cash at not less than theappraised price thereof to the highest bidder.

However, the lots herein involved were not included among those sold on
Lopez Island and the act under which the reservations were turned over to
the Interior Department for disposition provides for a second offering at public
sale before the lands may be disposed of at private sale, which is the occasion
for the present legislation.

Lot 3 has been appraised at $20 per acre and lot 4 at $15 per acre. The total
appraised value of the two lots is $1,142.25. As the land involved has littleagricultural or other value, the committee feels that, inasmuch as the land is
to be used for park and recreational purposes, the county of San Juan shouldnot be charged more than the minimum rate of $1.25 per acre, which is theprice usually fixed on lands to be used for public park and recreational purposes.
The report of the Secretary of the Interior, dated February 16, 1926, to thechairman of this committee, is herein set out in full for the information of theHouse, as follows:

DEPARTMENT OF THE INTERIOR,
Washington, February 16, 1926.HOD. N. J. SINNOTT,

Chairman Committee on the Public Lands,
House of Representatives.

MY DEAR MR. SINNOTT: I have your request for report on H. R. 8646, a billproposing to grant lots 3 and 4, section 2, township 35 north, range 2 west,Washington meridian, Washington, containing 63.25 acres, to San Juan County,Wash., for recreational and park purposes.
These lots are within the abandoned military reservation on the northwestportion of Lopez Island and among the tracts which were offered for sale but notsold on August 5, 1925, at the district land office at Seattle, Wash., under theprovisions of the act of July 5, 1884 (23 Stat. 103). Lot 3 has been appraisedat $20 per acre and lot 4 at $15 per acre in pursuance of said act. There is noobjection to the enactment of the bill if there be inserted the following provisoin lieu of the proviso on page 2, lines 1, 2, and 3:
"Provided, That payment of $20 per acre is made for said lot 3 and $15 peracre is made for said lot 4: And provided further, That lot 3 shall be subject tothe right of way for county roads granted to the county authorities of San JuanCounty, State of Washington, by the act of Congress of February 21, 1925(Forty-third Statutes, page 957)."

Very truly yours,
HUBERT WORK.
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AMENDING AN ACT REGULATING THE HEIGHT OF BUILDINGS
IN THE DISTRICT OF COLUMBIA, APPROVED JUNE 1, 1910

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-
mitted the following

REPORT

[To accompany H. R. 9398]

The Committee on the District of Columbia, to whom was re-
ferred the bill (H. R. 9398) to amend an act regulating the height of
buildings in the District of Columbia, approved June 1, 1910, having
considered the same, report favorably thereon with the recommenda-
tion that the bill do pass.
The object of the bill is to permit the erection of the new Press

Club building, at the corner of Fourteenth and F Streets NW., in
Washington, to a height not exceeding 140 feet. This will conform
with surrounding buildings, and the committee has already favor-
ably reported a Senate bill (S. 3495) authorizing a height of 150 feet
at this particular location. There is no objection to the bill by
property owners, the public generally, or the District Commissioners,
and for the reason stated in our Report No. 395 on the bill S. 3495
favorable report is hereby made on the House bill covering the same
subject.





69TH CONGRESS } SENATE { REPORT
1st Session No. 506

BRIDGE ACROSS THE MISSISSIPPI RIVER AT OR NEAR.

LOUISIANA, MO.

MARCH 27 (calendar day, MARCH 30), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 8918]

The Committee on Commerce, to whom was referred the bill

(H. R. 8918) granting the consent of Congress for the construction

of a bridge across the Mississippi River at or near Louisiana, Mo.,

have considered the same and report thereon with an amendment,

and as so amended recommend that the bill do pass.
Amend the bill as follows:
Strike .out all after the enacting clause and in lieu thereof insert

the following:
That the consent of Congress is hereby granted to Charles G. Buffum, Andrew

J. Murphy, Lloyd Stark, and W. J. Garner, their heirs, legal representati
ves,

and assigns to construct, maintain, and operate a bridge and approaches theret
o

across the Mississippi River, at a point suitable to the interests of navigat
ion,

beginning at or near the city of Louisiana, Pike County, Missouri, and extendin
g

to a point opposite, in Pike Cotinty, Illinois, in accordance with the provision
s

of the act entitled "An act to regulate the construction of bridges over navigabl
e

waters," approved March 23, 1906, and 'subject to the conditions and limitat
ions

contained in this act. The construction of such bridge shall not be comm
enced,

nor shall any alteration in such bridge be made either before or after its com
ple-

tion until plans and specifications for such construction or alteration have 
been

submitted to the Secretary of War and the Chief of Engineers and approve
d

by them as being adequate from the standpoint of the volume and weigh
t of

traffic which will pass over it.
SEC. 2. There is hereby conferred upon the said Charles G. Buffum, Andrew J.

Murphy, Lloyd Stark, and W. J. Garner, their heirs, legal representatives, and

assigns, all such rights and powers to enter upon lands and to acquire, conde
mn,

appropriate, occupy, possess, and use real estate and other property needed
 for

the location, construction, operation, and maintenance of such bridge and
 its

approaches and terminals as are possessed by bridge corporations for br
idge

purposes in the States in which such real estate and other property are loc
ated

upon making proper compensation therefor, to be ascertained according
 to the

laws of such States; and the proceedings thereof may be the same as in th
e

condemnation and expropriation of property in such States.
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SEC. 3. The said Charles G. Buffum, Andrew J. Murphy, Lloyd Stark, and
W. J. Garner, their heirs, legal representatives, and assigns, are hereby author-
ized to fix and charge tolls for transit over such bridge, and the rates so fixed
shall be the legal rates until changed by the Secretary of War under the authority
contained in such act of March 23, 1906.
SEC. 4. After the date of completion of such bridge, as determined by the

Secretary of War, either the State of Missouri, the State of Illinois, any political
subdivision of either of such States within which any part of such bridge is
located, or any two or more of them jointly, may at any time acquire and take
over all right, title, and interest in such bridge and approaches, and interests
in real property necessary therefor, by purchase or by condemnation, in accord-
ance with the law of either of such States governing the acquisition of private
property for public purposes by condemnation. If at any time after the expira-
tion of fifteen years after the completion of such bridge it is acquired by con-
demnation, the amount of damages or compensation to be allowed shall not
include good will, going value, or prospective revenues or profits, but shall be
limited to the sum of (1) the actual cost of constructing such bridge and ap-
proaches, less a reasonable deduction for actual depreciation in respect of such
bridge and approaches; (2) the actual cost of acquiring such interests in real
property; (3) actual financing and promotion costs (not to exceed 10 per centum
of the sum of the cost of construction of such bridge and approaches and theacquisition of such interests in real property); and (4) actual expenditures for
necessary improvements.
SEC. 5. The said Charles G. Buff um, Andrew J. Murphy, Lloyd Stark, and

W. J. Garner, their heirs, legal representatives, and assigns, shall immediately
after the completion of such bridge file with the Secretary of War a sworn item-
ized statement showing the actual original cost of constructing such bridge andapproaches, including the actual cost of acquiring interests in real property andactual financing and promotion costs. Within three years after the completion
of such bridge the Secretary of War shall investigate the actual cost of suchbridge, and for such purpose the said Charles G. Buff urn, Andrew J. Murphy,
Lloyd Stark, and W. J. Garner, their heirs legal representatives, and assigns,shall make available to the Secretary of War all of its records in connectionwith the financing and construction thereof. The findings of the Secretary ofWar as to such actual original cost shall be conclusive.
• SEC. 6. If such bridge shall be taken over and acquired by the States or politicalsubdivisions thereof under the provisions of section 4 of this act, the same maythereafter be operated as a toll bridge; in fixing the rates of toll to be chargedfor the use of such bridge, the same shall be so adjusted as to provide as far aspossible a sufficient fund to pay for the cost of maintaining, repairing, and oper-ating the bridge and its approaches to pay an adequate return on the cost thereof,and to provide a sinking fund sufficient to amortize the cost thereof within aperiod of not to exceed thirty years from the date of acquirivg the same. Aftera sinking fund sufficient to pay the cost of acquiring such bridge and its approachesshall have been provided, the bridge shall thereafter be maintained and operatedfree of tolls or the rates of toll shall be so adjusted as to provide a fund not toexceed the amount necessary for the proper care, repair, maintenance, and opera-tion of the bridge and its approaches.
SEC. 7. The right to sell, assign, transfer, and mortgage all the rights, powers,and privileges conferred by this act is hereby granted to the said Charles G.Buffum, Andrew J. Murphy, Lloyd Stark, and W. J. Garner, their heirs, legalrepresentatives, and assigns, and any corporation to which such rights, powers,and privileges may be sold, assigned, or transferred, or which shall acquire thesame by mortgage, foreclosure, or otherwise, is hereby authorized and empoweredto exercise the same as fully as though conferred herein directly upon suchcorporation.
SEC. 8. The right to alter, amend, or repeal this act is hereby expressly reserved.
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1st Session No. 508

TO PREVENT THE SALE OF COTTON AND GRAIN IN
FUTURE MARKETS

MARCH 27 (calendar day MARCH 31), 1926.—Ordered to be printed

Mr. CARAWAY, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany S. 454]

The Committee on Agriculture and Forestry, to which was referred
the bill (S. 454) to prevent the sale of cotton and grain in future
markets, having considered the same, without recommendation report
the following bill:

IS. 454, Sixty-ninth Congr ess, first session]

A BILL To prevent the sale of cotton and grain in future markets

Be it enacted by the Senate and House of Representatives of the United Stales of
America in Congress assembled, That certain words used in this act and in pro-
ceedings pursuant hereto shall, unless the same be inconsistent with the context
be construed as follows:
The word "message" shall mean any communication by telegraph, telephone,

wireless telegraph, cable, or other means of communication from one State or
Territory of the United States or the District of Columbia to any other State
or Territory of the United States or the District of Columbia or to any foreign
country.
The word "grain" shall include wheat, corn, oats, and barley.
The word "person" shall mean any person, partnership, joint-stock company,

society, association, or corporation, their managers and officers, and when used
with reference to the commission of acts which are herein required or forbidden
shall include persons who are participants in the required or forbidden acts, and
the agents, officers, and members of the board of directors and trustees, or other
similar controlling or directing bodies of partnerships, joint-stock companies,
societies, associations, and corporations.
And words importing the plural number, wherever used, may be applied to or

mean only a single person or thing, and words importing the singular number
may be applied to or mean several persons or things.
SEC. 2. It shall be unlawful for any person to send, or cause to be sent, any

message offering to make or enter into a contract for the purchase or sale for
future delivery of cotton or grain without intending that such cotton or grain shall
be actually delivered or received, or offering to make or enter into a contract
whereby any party thereto, or any party for whom or in whose behalf such con-
tract is made, requires the right or privileges to demand in the futurt the accept-
ance or delivery of cotton or grain without being thereby °blip, bed tc accept or to
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deliver such cotton or grain; and the transmission of any message relating to any
such transaction is hereby declared to be an interference with commerce among
the States and Territories and with foreign nations. Any person who shall be
guilty of violating this section shall, upon conviction thereof, be fined in any sum
not more than $10,000 nor less than $1,000, or shall be imprisoned for not more
than six months nor less than one month, or both such fine and imprisonment, and
the sending or causing to be sent of each such message shall constitute a separate
offense.
SEC. 3. It shall be the duty of any person sending any message relating to a

contract or to the making of a contract for future delivery of cotton or grain to
furnish to the person transmitting such message an affidavit stating that he is
the owner of such cotton or grain and that he has the intention to deliver such
cotton or grain; or that such cotton or grain is at the time in actual course of
growth on land owned, controlled, or cultivated by him, and that he has the
intention to deliver such cotton or grain; or that he is at the time legally entitled
to the future possession of such cotton or grain under and by authority of a con-
tract for the sale and future delivery thereof previously made by the owner of
such cotton or grain, giving the name of the party or names of parties to such
contract and the time when and the place where such contract was made and the
price therein stipulated, and that he has the intention to deliver such cotton or
grain; or that he has the intention to acquire and deliver such cotton or grain;
or that he has the intention to receive and pay for such cotton or grain: Provided,
That any person electing to do so may file with the telegraph, telephone, wireless
telegraph, or cable company an affidavit stating that the message or messages
being sent, or to be sent, for the six months next ensuing by such person do not
and will not relate to any such contract or offers to contract as are described in
section 2 of this act, and any such company shall issue thereupon a certificate
evidencing the fact that such affidavit has been duly filed, and such certificate
shall be accepted in lieu of the affidavit herein required at all the transmitting
offices of such company during the life of said affidavit. Any person who know-
ingly shall make a false statement in any affidavit provided for in this act shall
be punished by a fine of not more than $5,000 nor less than $500, or shall be
imprisoned for not more than two years nor less than one year, or by both such
fine and imprisonment. And any prosecution under the provisions of sections
2 or 3 of this act the proof of failure to make any affidavit herein required shall
be prima facie evidence that said message or messages related to a contract pro-
hibited by section 2 of this act and the proof of failure to deliver or receive the
cotton or grain called for in any contract for future delivery of cotton or grain
shall be prima facie evidence that there was no intention to deliver or receive
such cotton or grain when said contract was made.

SEC. 4. Any agent of any telegraph, telephone, wireless telegraph, or cable
company to whom messages herein described may be tendered is hereby required,
empowered, and authorized to administer any oath required to be made under
the provisions of this act with like effect and force as officers having a seal, and
such oaths shall be administered without any chargestherefor.

SEC. 5. It shall be unlawful for any person owning or operating any telegraph
or telephone line, wireless telegraph, cable, or other means of communication
or any agent, officer, or employee of such person, knowingly to use such property
or knowingly to allow such property to be used for the transmission of any
message relating to such contracts as ard described in section 2 of this act. Any
person who shall be guilty of violating this section shall, upon conviction thereof,
be punished for each offense by a fine of not more than $10,000 nor less than
$500, and the sending of each message in violation of the provisions of this
section shall constitute a separate offense.

SEC. 6. Every book, newspaper, pamphlet, letter, writing or other publication
containing matter tending to induce or promote the making of such contracts
as are described in section 2 of this act, is hereby declared to be nonmailable
matter, and shall not be carried in the mail or delivered by any postmaster or
letter carrier. Any person who shall knowingly deposit, or knowingly cause to
be deposited, for mailing or delivery any matter declared by this section to be
nonmailable, or shall knowingly take or cause the same to be taken from the
mails for the purpose of circulating or disposing thereof, or of aiding in the
violation of any of the provisions of this section, may be proceeded against by
information or indictment and tried and punished, either in the district at which
the unlawful publication was mailed or to which it is carried by mail for delivery
according to the direction thereof, or at which it is caused to be delivered by
mail to the person to whom it is addressed. And the punishment for the viola-
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tion of this section shall be the same as the punishment prescribed in section 2

of this act for the sending or receiving of messages.
SEC. 7. The Postmaster General, upon evidence satisfactory to himself that

any person is sending through the mails of the United States any matter declared

by section 6 of this act to be nonmailable, may instruct the postmasters in the

post offices at which such mail arrives to return all such mail to the postmaster

in the post office at which it was originally mailed, with the word "unlawful"

plainly written or stamped upon the outside thereof, and all such mail, when

returned to said postmaster, shall be returned to the sender or published thereof

under such regulations as the Postmaster General may prescribe.

SEC. 8. In any proceeding under this act all persons may be required to tes
tify

and to produce books and papers, and the claim that such testimony or evidence

may tend to criminate the persons giving such testimony or producing such

.evidence shall not excuse such person from testifying or producing such books

and papers; but no person shall be prosecuted or subjected to any penalty or

punishment whatever for or on account of any transaction, matter, or thing

concerning which he may testify or produce evidence of any character whatever.

The proponents of this measure are conscious that they can not

satisfy by example those who oppose it, although every farmer with

whom I have communicated indorses it. Every man who has had

experience on the exchanges, but has for any reason ceased to be a

member, indorses it. Only those who are interested directly, or

indirectly, in the exchanges have appeared before committees to

oppose it.
Canada has freed itself of the grain exchanges. This action is but

recent. So far as we know, however, it is meeting with approval.
Germany, through its Berlin exchanges, once dominated the price

of grain in Europe. Long before the World War, however, the agri-

cultural interests of Germany succeeded in having the grain exchanges

abolished. They never have been reestablished, and before the

World War the German farmer was the most prosperous farmer in

Europe.
These examples, however, had no weight with those who appeared

and testified against this measure, because it was apparent that these

witnesses had no knowledge of the condition of American agriculture

and had no sympathy with the American farmer.
They sought to protect the practices in which they indulged and

through which profit had accrued to them. It would seem from their

testimony and the arguments of those who supported them that this

legislation should be defeated, because the exchanges have a pre-

scriptive right which they have acquired through many years of

such practices; that, however, unjust and unwise, immoral and harm-

ful the exchanges may have proven to both the producer and the

consumer of agricultural products, their alleged rights must be pro-

tected thus to gamble in what they do not own, and reap where they

have not sown. In support of this, they offer no evidence, because

none exists. In its place, they offer suggestion and threat of panic to

follow its enactment, wholly unmindful and disregardful of panics

which they have produced and continue to produce so far as the

American farmer is concerned.
It may be helpful briefly to scan what the present exchanges have

wrought.
First, we will consider the grain exchanges, and observe what effects

have followed their manipulation within the last 12 months. We

will also note these results upon the producer of agricultural produ
cts

and then call attention to their longer continued harm int) icted 
on
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the consumer, and, lastly, we will consider their evil influence upon
the entire industrial and commercial life of America.

This will be done by quotations from newspapers and letters. It
will be impossible to set out these news articles in full, and headlines
and brief extracts only will be incorporated.

First:
Further downturns in the wheat market. Decline checked when traders decide

reaction has been overdone.

This is under a Chicago headline of February 9.
The headline and the article disclose that it was a trader's raid on

the market.
Here is another headline taken at random:
Wheat collapse of over 15 cents demoralizes pit.
Corn, oats, and rye also join in an immense wave of selling orders. Heaviest

selling ever known.

This drop in grain that day would have wiped out every penny of
profit to every farmer in America who grew grain. Who believes
that any world change had occurred between 11 o'clock and 3 o'clock
on the 13th day of March, 1926, which would justify such a drop in
the price of gram that alone would have destroyed whatever possible
profits that might have accrued to the growers of grain in America?
But do the grain exchanges respond to world conditions? Here is

another item under a Chicago headline, dated March 17, 1926:
Cables are stronger; Chicago pit is down.
Market fails to reflect buoyancy in foreign prices.

Another, Chicago, March 7, 1925:
Wheat drops 12% cents during wild market. Big day for the shorts.
It was a day of enormous selling and short selling, with estimates of 125,000,000

bushels being sold in Chicago during the day. That estimate was close to the
record day's business. Traders, in discussing the market after the close, said
that they saw evidence of a concerted raid, as wheat was poured into the market
on every little rally.

There are few days in the history of the wheat market when so much wheat
has been sold with such a severe break as yesterday. Since Monday prices are
off 22 cents for May and 13 cents for July. Liverpool was off 5 cents yesterday,
which started the selling.

LARGER SELLING CAMPAIGNS

Traders had it that Jesse Livermore, New York cotton and stock trader, who
has been long wheat, sold out three days ago and took the short side. Thomas
Howell, a Chicago trader, who has been bearish for a long time and is in Miami,
Fla., with Livermore, also has been a big seller. The local traders say Arthur
Cutter was unloading, but those closest to him deny that he sold any wheat during
the day.

There was also a rumor in the trade that Julius Barnes, a bull leader in the
wheat trade, has sold out. He denied that.

It will be observed in the article above that Liverpool was off only
5 cents per bushel. Does the Chicago pit represent the world
market?
Another article, Chicago, March 19, 1925:
Grains in collapse; wheat down 6 cents. Unaccountable break aided by stop-

loss orders.

In this article, this appears:
There was nothing in the general run of the news to account for the break in

wheat.
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Chicago, March 17, 1925:
Panic in wheat; grains all sag.
Reports that Arthur W. Cutter was getting out of his lines developed a panic

in the local pit during the early session. Wheat lost 14 cents for the session.
Brokers said there must have been 150,000,000 bushels wheat sold during the

day.
Volume of trade was probably the largest on record.
Corn dropped with the leader.
Rye tumbled with wheat, being off around 14 cents at one time.

Another headline of the same date:
Grains again drop in excited trading. Wheat at day's bottom prices shows

51 cents decline in 15 days.
The trade here was affected by a great volume speculative selling.

Another headline, Chicago, March 14, 1925:

Wheat prices cut 40 cents a bushel. Yesterday's crash in Chicago greatest
ever known in a single day.

Why, however, multiply examples? The next inquiry, Would
these conditions have occurred had there been no future selling?
We find this headline:
Millions saved Canada farmers by the Tribune.

The whole article is here incorporated:

MILLIONS SAVED CANADA FARMERS BY THE TRIBUNE

WINNIPEG, MANITOBA, October 27.—[Speciall—Executive officials of the wheat
pool and farmer organizations declared here to-day that they are disposed to
give The Chicago Tribune credit for saving the farmers of Western Canada
millions of dollars. Exposé by The Chicago Tribune is regarded as the only
reason for higher prices in wheat futures following the spread of general knowledge
that Russia's great wheat crop is only a myth.

Efforts were made to-day by the bears on the Winnipeg exchange to force down
the price of the four wheat futures—October, November, December, and May—

in which trading is followed in Winnipeg. But only brief success followed their
efforts and drops of 1 cent speedily were replaced by gains of 4 and fraction

cents. These prices were held to the close.
What is now regarded as deliberate propaganda to stampede the farmers of

Western Canada into disposing of their wheat was started early in the season.

The Canada plan is here suggested:

CANADIAN WHEAT POOL AGREEMENT—PACT TO ELIMINATE SPECULATION IN
GRAIN MARKETING—TO BE OPERATIVE WITHIN A WEEK

[Special to The Wall Street Journal]

Winnipeg.—Wheat pools and the Canadian mills have entered into a pact to

eliminate speculation in the marketing of grain. D. L. Smith, sales manager of

the Consolidated Producing Agency, says the arrangement will be operative in

a week. The millers, who now buy futures to supply and protect their needs,

will buy direct from the pool cash grain. A small committee has been appointed

on both sides to work out necessary details. Mr. Smith adds that 75 per cent of

the 1925 crop in Canada has already been marketed but the pact will operate on

a large scale for the marketing of the 1926 pool grain.
A conference was held by pool directors and the Consolidated Sales Agency

with the Millers Association to put the domestic mills in a position where they

might not find themselves without available supplies. The Millers Association

asked, and the pool agreed, that domestic mills should have quotations similar

to those made direct by the pool to United States and European buyers. Thomas

Williamson, of Montreal, president of the Dominion Millers, and chairman of

the conference, said:
"Conferences which we have had recently with Mr. Smith in Montreal and

the result of the present meeting have convinced us and entirely removed from

the minds of the Millers Association any suggestion that the policy of the pools
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was to discriminate against, the Canadian flour mills. Beginning in a modestway, the association hoped ultimately to cooperate with the pools in the mar-keting of the Canadian wheat crop. We hope finally to become the largestbuyers on the books of the pools as we grind annually 100,000,000 bushels ofCanadian wheat."
The three requests of the millers as agreed to by the pool conference are:1. That the pool will quote every evening to the association the same pricesquoted to European buyers, United Kingdom and American before the marketopens the next day. 2. That the pools quote to the millers every evening aslightly higher price at the moment and allow the association the whole of thenext day to accept the offer if they so desire against bona fide export flour sales.3. That in the event of the pools deciding for any good reason to quote theEuropean buyers below the actual market price of wheat the association begiven the chance of taking up wheat required from the pools at the prices quoted.
The growers of cotton is even more helpless than the grower of

grain. The cotton exchanges are more subject to the control of the
speculator, if possible, than are the grain pits.
The first day of the hearing on this bill, which occurred on the

14th day of January, 1926, and it may be said that every witness
except the two furnished by the Department of Agriculture were
witnesses directly, or indirectly, interested in the speculative markets.
It was under these conditions, only, that a vote was able to be had
in the committee.
Mr. Palmer, who appeared for the Department of Agriculture,

and who is charged with the supervision of the cotton exchanges,
admitted that the cotton exchanges furnished no safe hedge for the
cotton merchant; that the markets could be so manipulated that one
who tried to hedge upon it could be beaten out of at least $7.50 a
bale. There is herein incorporated that portion of the hearings.
This is taken from the hearings, pages 29-31.

Senator CARAWAY. I do. I know the man who wrote it, and it was written to
a Senator here in the Senate, but for a reason that I am not at liberty to state I
can not disclose the author of the letter.

Senator RANSDELL. You need not tell it, just as long as you know that it is
all right; it is satisfactory to me.

Senator CARAWAY. He says:
"I am inclosing herewith some figures giving you the closing prices of variousoptions on the New York board, as of various dates from September 26 to Janu-ary 6."
That was last September and this January.
"I am inclosing herewith some figures giving you the closing prices of the variousoptions on the New York board as of various dates from September 21 to Jan-

uary 6. I have indicated on these figures the basis month and show you differ-
ence between the basis month and the other active months. This is operated
in this way: During last summer, up through September, the large cotton shippersmade contracts with the mills for delivery September to December. These
contracts based the price on December, New York, price to be fixed by themills at any time prior to the last trading day in this month, which was Decem-
ber 10. Middling cotton was generally sold at 100 points on December.
"By the time the cotton began to move to the market December had advanced,

as you will notice, well above all the other months, and this cotton was bought
in the country at generally 100 points under January or March. By the timewe reached October the country basis was definitely all March, and the prevail-
ing prices in towns in the South was 100 points under March. By advancing theDecember option the shipper increased his profit in his purchases through
October from 42 to 47 points.
"On November 2, you will notice, May has been advanced 13 points over

March, which resulted in the country basis shifting to May. After this had been
definitely shifted you will notice that May was then depressed by November
16 to 31 points under March and was 85 points under December.
"On November 16 cotton that would cost the mills 21.45 cents was bought in

the country at 18.60 cents, with a delivery cost of from 40 to 50 points.
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"By holding up the premium on December mills were forced to fix their price
at this high level or transfer their cotton to March at the prevailing difference,
which means that when fixed later this cotton would cost the mill 154 points on
March.
"Now notice what happened to March after December went up. On January

6 we find March 43 points over May and 94 points over July, with January hav-
ing advanced from 23 points under March on October 1 to 12 points over March
on January 6."

It is entirely possible that all of this may be the result of supply and demand,
but evidently it is the result of raiding the market, is it not?
Mr. PALMER. The complaint is not an unfamiliar one, but how does it happen?
Senator CARAWAY. Do you know?
Mr. PALMER. No. We haven't the means of finding out.
Senator CARAWAY. You just know that it happened, somebody gets skinned?

In other words, that simply means that people can not honestly hedge on the
cotton market, does it not?
Mr. PALMER. For the benefit of yourself, Senator, and the chairman, in order

that you might not think that we are negligent in not knowing these things, I

want to say that the department has knowledge of the external facts in con-

nection with them.
Senator CARAWAY. I am not saying that. The question was not intended

to imply, Doctor, that there was any negligence in the department. I was
simply getting at this thought, that nobody can honestly hedge on the cotton,

can they? That is, you can not safely?
Mr. PALMER. There is always the possibility of some change in the position

of the month.
Senator CARAWAY. This gentleman right here got caught for thousands of

dollars in trying his best to hedge on three different months.
Mr. PALMER. And no hedge in the cotton market has ever been perfect.

Senator CARAWAY. No.
Mr. PALMER. There are incidental risks in the basis which the hedge does not

cover.
Senator CARAWAY. Yes. This man who tried three different months lost 154

points, which would be a little over $7.50 a bale, on his cotton.
Mr. PALMER. Yes; I think that is right.

Do those who trade in the exchanges realize that the market can be
rated?
They do.
The Chicago Board of Trade has made provision for a rule to

prevent a fluctuation or more than 5 per cent in the price of grains in
any one day's trading.
The cotton exchanges have adopted a rule that automatically

prevents the fluctuation in the price of cotton of more than 200
points, or $10 a bale, in a day.

These rules are established not for the protection of the farmers
in whose products these exchange members gamble, but for the benefit
of the brokers, and them alone.
The conclusion is inevitable, if, by means of rules, they can control

prices in times of panic, how much more they must be manipulated
m normal times?
L. F. Gates, former president of the Chicago Board of Trade

' 
ap-

peared before the committee. He positively announced that ex-
changes formerly could be manipulated. He says they are now
trying to find out if under the present law they may be. In his
testimony he expressed his opposition to the present law, and thereby
clearly indicates, without saying it, if they can not be manipulated,
he is against the law.

This appears on page 78 of the hearings:

Senator CARAWAY. Can the exchanges change values?
Mr. GATES. The exchanges simply furnish a market price.
Senator CARAWAY. I know, but can they be manipulated?
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Mr. GATES. That was the theory of the law.
Senator CARAWAY. I ask you. You are familiar with them. Cal they?
Mr. GATES. They have been.
Senator CARAWAY. Can they now?
Mr. GATES. Whether they can be now, we are trying to find out.
On February 25, 1926, we find this:
Cotton experiences a moderate setback. Rumor plays a large part.

March 8 we find these two items under New York headlines:
Wall Street is ruled by impulse. Intelligent observation is lacking—specula-

tors show ignorance.
Weekly review of the cotton trade. Decline of previous period continued, with

increasing momentum.

We likewise find this under New York headline of February 23:
Experts puzzled by stock market. Prices rise and fall without any apparent

cause.

Two of these, of course, deal with the stock market, with which
this bill is not concerned. It reflects, however, that all future mar-
kets are inflicted with the inherent vice of "raids" and "manipula-
tions" and which do not reflect values.
Here is a headline of the date of February 25, 1926:
Ask Gore to prohibit trading in cotton. Growers charge sweeping move to

depress spot prices in the South.

Another, Dallas, Tex., February 24, 1926:
Dictating cotton prices is charged. Anderson & Clayton Co. denounced by

Houston dealers.

The article follows:

DICTATING COTTON PRICES IS CHARGED—ANDERSON & CLAYTON CO. DENOUNCED
BY HOUSTON DEALERS

Dallas, Tex., February 24.—Money power running into millions has put
domination of the cotton markets into the hands of Anderson & Clayton Co., it
is charged here following a break-up between the firm and the Houston Cotton
Exchange, and threatened disruption with other exchanges.
The firm, with branches throughout the county, is rated the largest in the

world. It deals heavily in exports and domestic trade. Offices of the president,
J. Dorrance, and vice president, Will Clayton, are in Houston.

After the Houston rupture, dealers here charged the Anderson & Clayton
firm controls spot-cotton prices, above and below middling, and can dictate to
many exchanges spot committees the ratio of middling to other grades. In this
manner, it has been charged in complaints of southwestern operators, the market
has been dominated.

Likewise this (New York, February 17, 1926) :
Futures firm up when bears quit. Cotton sells off early, but offerings taper

and prices make gains.

Another, New York, March 24, 1926, headline:
Cotton declines; Wall Street is seller.

The article appeared in Evening Star, March 24, 1926.
Another:
Bernard Gelies, manager of the cotton department of W. R. Grace & Co., in his

monthly review on the cotton situation, dated November 19, 1925, states that the
New York contracts subject the holder of cotton to certain penalties.

Headline:
Hedges and the present contract.



To PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS 9

The article follows:

SUGGESTS AMENDMENT OF NEW YORK FUTURE CONTRACT

Bernard Gelles, manager of the cotton department of W. R. Grace & Co., in his
monthly review of the cotton situation, dated November 19, states that the New
York contract subjects the holder of cotton to certain penalties and suggests an
amendment for the consideration of the cotton trade. His review is as follows:

HEDGES AND THE PRESENT CONTRACT

The actual size of the crop has ceased to be the main factor in determining
the price of cotton. The market has suffered from many other influences which
ordinarily would have very little effect. We refer to the quick changes in the
differences between months. Only about a fortnight ago May futures sold at
15 points above March; to-day May is quoted at 30 points below March; be-
sides, December is selling at about 70 points above January and 90 points above
May. It is difficult to imagine just what condition arose in the past fortnight
which necessitated March going above May to the tune of 45 points. Again, we
are confronted with the same question put forth in our review of October 15,
without a satisfactory solution of the problem in sight. There has been some dis-
cussion recently on this question in the public press, and we think that an ex-
change of views will benefit the trade, provided that the motive is sincerity of
purpose and the arguments are presented without bias or passion.
A theory has been recently heard that it is necessary to put December above

January in order to attract a large stock of cotton to New York and thus protect
the hedges. The fact is however that southern shippers who are short of De-
cember, against the stock of cotton which they hold, are faced with the problem
of either sacrificing the cotton which they have accumulated and which generally
consists of better staple than contract cotton

' 
for which they would receive no

premium whatever if they tendered it on December futures—or, the other
alternative of covering their short Decembers at a 90 point premium over May
and thus take a $4.50 per bale loss. Both alternatives put the shipper out of
business. Therefore the conclusion must be drawn that a contract which holds
forth such pitfalls and which may subject a holder of cotton to such penalties
must be corrected.

Another: "Manipulation in March cotton," January 18, 1926,
appearing in New York American. The article is as follows:

MANIPULATION IN MARCH COTTON

(By Wade H. Armstrong)

Total exports for the season and the consumption report issued the last week
does not indicate any scarcity or shortage of cotton during the present season.
Exports for the season and consumption by American mills are only 335,000
bales larger than for the same period of five months last year. With the crop
of 1925 2,000,000 bales larger, there will be a large increase in the carry-over
on August 1. Port stocks, mill stocks, plantation, warehouse, and compressers,
all have larger supplies than last year, yet in the face of all this, the near months,
especially March, continue to advance.

It is believed that large interests are heavily long of March and short of May,
July, and October. By buying 500,000 to 1,000,000 bales of March and hedging
in the distant months, shorts in March can be forced to settle, as it is not possible
or practicable to bring and store that amount in the warehouses of New York.
The New York contract does not permit Southern deliveries, as does Chicago,
which market makes deliveries at Houston and Galveston.

Mill interests, southern shippers, and dry goods merchants that use the New
York market as a hedge or insurance against their cotton or their cotton goods
will soon be forced by this manipulation of hedges to transfer hedges to distant
months at a ruinous discount. Any further advance as the cotton planting
season approaches will have a tendency to cause an increase in acreage, instead
of a decrease, as many had believed might be brought about by low prices. On
Saturday, the March delivery closed 60 points over the May, 131 points over
July, and 217 higher than October deliveries.
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It is conceded by inany traders that large spot interests in New York can
force the March delivery to higher levels as they own all the stock, yet, when
shorts have been driven in and forced to settle or transfer their hedges, the
technical position will be weakened and the near months might possibly sell at
the same price as the new crop months.
The consensus of opinion is that old crop months should be sold on the strong

spots and new crops bought when pressed for sale as they can see no logical and
legitimate reason for cash cotton to continue to sell at abnormal premiums when
supplies are much larger than requirements.

An inexhaustible amount of material of a similar nature might be
reproduced. Suffice it to say that every person who has volunteered
information on this subject, as was said above, except those who are
directly or indirectly interested in the exchanges, are united in asking
for relief from the present system of marketing and in the passage of
legislation similar to that embodied in this bill.
The pathetic part of it is that letters come from farmers writ-

ten on scraps of paper and with lead pencil asking that their
products and their prosperity may not be subject to the whim of the
gambler. How pathetic the story is is shown by an extract from a
paper published in Arkansas:

MANILA WOMAN DIES IN COTTON, FIELD

Mrs. Sparks, mother of George Sparks, of Huffman aged 65 years, dropped
dead in the Pepper cotton field Tuesday of heart failure, of which she was a
sufferer.
The lady was working as were others in the field when she was seen to collapse,

and when assistance reached her she was found to be dead.
Deceased was a widow, having one son about 14 years of age. The funeral

was conducted Wednesday.

The extent to which cotton is gambled in is illustrated by the report
of the Government, which shows that from September 1, 1925, to
December 31, 1925, or four months, there were sold on the future
markets by the various exchanges a total of 109,395,630 bales of
cotton with a report for December on the Chicago exchange missing,
while for the whole year on these exchanges—that is, from July, 1924,
until July, 1925—there was certified as tenderable on future con-.
tracts only 492,876 bales of spot cotton.
In the wheat market, it has been more difficult to get the exact

amount. In January, 1926, alone, there were 1,240,000,000 bushels
of grain sold on the Chicago exchange. There seem to have been
from reports available, 18,048,510,000 bushels traded in from the 1st
day of July, 1925, to the last day of January, 1926, on the Chicago
exchange alone.
What is true of agricultural products seems equally true of indus-

trial stocks.
March 24, 1926, this article appeared:

Stock prices fall in selling orgy. Market swept down from 3 to 19 points

under hammers of bears.

March 2:
Severest decline since 1921 hits market. Scores of stocks down 5 to 40 points.

It is also interesting to know that in one month, and perhaps at
one time, there were nearly or quite four billions of dollars loaned on
stock trading in New York City last February.
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This money was drawn from every part of America and weakened
industry in every walk of life and every legitimate occupation. It is
interesting also to note that stocks declined about ten billions of dollars
within a few days and the wisest dealers on the market were unable
to offer any satisfactory explanation. All agreed it represented no
real shrinkage in values, but was a gambler's 'raid" of the market.
It swept thousands of people into bankruptcy and disorganized com-
merce and industry everywhere.
Yet it is contended that these are helpful agencies of commerce.

However, with that this bill does not deal. It has to do with short
selling in the exchanges dealing in grain and cotton.
The bill does not undertake to prohibit one's selling that which he

expects to have when it shall mature, or one from buying from another
what the other has a reasonable expectation to have to deliver. Any
farmer, under the terms of this bill, can sell his crop the day it is
planned for delivery on its maturity. And those who buy this con-
tract from him could resell. So mills, either grain or cotton, could
provide for a future supply of raw material should this measure be-
come the law.
A few letters and telegrams taken at random from the large volume

of correspondence on this question are herein printed. Each one is
from a correspondent who has had experience with the grain or
cotton exchange.

[Cablegram]
MARCH 16, 1925.

DEAR MR. CARAWAY: I have before me your bill S. 626, cotton and grain
speculation.
I consider it the only feasible solution of the grain situation. Allow me to

say that the grain business does not owe me one dollar.
I inclose an item from the Chicago Tribune, as well as the Evening Star,

and by which you will see that the range in prices is entirely without reason.
I know all about this sort of speculation as it is carried on, and I know
positively that not one kernel out of each thousand bushels dealt in is in
the nature of a hedge. Were it not for this indiscriminate speculation there
would be no such fluctuations and no necessity for hedging. It is nothing short
of a crime to allow such people as Jim Patten, Herbert Blum, Arthur Cutten,
Livermore, Thomas Howell, and thousands of others to buy and sell and make
the market go whichever way the trend is the strongest. The price of wheat
has been advanced to over $2 and at the present time this same element is trying
to put the price back to a dollar. There is no reason for this to go on, and if I
were in your position I would make the elimination of this curse the work of my
life. The Capper bill is a joke, as all it has done has been to add a lot of extra
employees, and while it is necessary to report each day the transactions made on
the exchanges there is no penalty for overtrading, and we have seen since this
bill went in the minimum and maximum in prices, with no regard on the part of
the trade to feel in any way afraid of this bill.
Your bill should make every man who wants to buy grain be prepared to take

delivery of it and anyone who wants to sell it have it to sell. That's the proper
thing, and I hope you will push it for all it is worth.

Yours very truly,
A. JONES PALMER.

The following is an extract from a letter of David Crutchfield, a
member of R. H. Hooper & Co., members of New York Cotton Ex-
change, New Orleans Cotton Exchange, and Liverpool Cotton
Association:

CHARLOTTE, N. C.,
February 23, 1926.

DEAR SIR: I beg to confirm my letter of January 4 last.
Many letters from various interests have been received containing inquiries

and requests for a discussion of southern warehouse deliveries. The subject is

S R-69-1—vol 2 6
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an important one to the grower, merchant, and spinner, and naturally there aremany phases which can not be easily gone into at great length and detail in aletter of this sort.
There are two or three points which seem obvious to everyone engaged in thecotton trade, the first being that things are not as they should be with theNew York contract; second, that the grower should be entitled to a contract onwhich he could deliver his crop, except linters; and that the future market shouldbe made a clearing house for contracts that reflect the value of cotton certificatedand stored at other ports and important interior delivery points, which are thenatural channels through which cotton comes and goes; and, third, it wouldprobably be well if the staple differences in New York could be regulated the sameas grades, by adopting the differences now being used in the 10 leading southernspot markets, which contract would favor the mills, especially if calling for aninch staple, as most yarn buyers base their prices mainly on New York spotquotations, and under the present system the price has proved detrimental tospinners using the better staples, because of the abnormal increase in premiumsin recent years.
In respect of southern deliveries, the argument has been advanced thatdominant spot interest would accumulate large stocks of cotton at the distrib-

uting points in the South, tender all this cotton on any one day and depress theprice of futures. This is not necessarily so, for the simple reason that before thiscan be done it is first essential for these interests to sell futures, which, if done,would naturally cause extreme weakness in contracts, and this would enable any
merchant or spinner to make purchases of contracts cheaply and profitably enough
to accept deliveries under such favorable conditions. Also the suggestion that
it would turn the actual cotton business over to the bankers and wealthier mer-chants, who would in turn dominate the situation by doing practically all thebusiness; and that it would create a permanently higher and excessive basis
which would make it difficult for the smaller merchant to buy cotton at a basiswhich would look attractive even if able to hedge his premiums are two argu-ments that should not be given serious consideration or thought.
There are times when price differences between months are extreme. Theseare never to the advantage of the cotton trade generally. They are profitableonly to the interests directly engaged in the manipulation or speculative squeeze.It is difficult for the average cotton merchant to transact business legitimately,intelligently, or profitably, if subjected to a squeeze in any particular month,

or to a straddle operation where he is compelled to participate in a game in
which the manipulator holds all the stacked cards. Look back three years. Ifthere had been southern deliveries and a large supply of actual cotton available,May would never have gone out 270 points over July; July, 700 points overOctober, and October, 100 points over December. The heavy premiums on
May and July were obviously artificial, nevertheless they proved disastrously
costly to mills that had not previously called their cotton. The 100 pointspremium of October over December was serious to the cotton trade generally,because of the buying basis, as merchants were forced to have a stock in tradein order to get out their running shipment, and any stock they were forced tocarry over into December, naturally showed them a loss of $5 a bale.

Here's another from Goodman & Mead, State Center, Iowa, dated
January 18, 1926:

T. H. CARAWAY,
Senator, Washington, D. C.

DEAR SENATOR: I notice you are after the future trading on the board of trade.Just keep after them until they are out of business on all future trading.I believe that nine-tenths of failures of the Iowa farmers has been caused bytrading in futures on the board of trade and not land speculating.Hundreds of men in every county in the State of Iowa have lost from $500to $10,000. 'And that is what has broke the 'Iowa farmer and could be traced tothe board of trade deals.
Last Saturday, January 16, 1926, Chicago received: Wheat, 26 cars; corn,,535 cars; oats, 46 cars; but transaction on the board of trade was: Wheat, 41,-410,000 bushels; corn, 26,459,000 bushels; oats, 1,108,000 bushels.Yours truly,

GEO. E. MEAD.
N. B.—Please send me some literature on your board of trade bill.

STATE CENTER, IOWA, January 18, 1926.
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This that follows is a letter from a large dealer on the cotton

exchange, but whose firm has requested his name to be withheld.

COTTON

The premiums on the near months on the New York
 and New Orleans

exchanges, especially New York, are proving very detrime
ntal to the trade in

general. As an example we will take New Orleans January and New 
York

March cotton futures:
New Orleans January is being squeezed, is being quoted a

t, and is being traded

in at, 50 or 55 points above March New Orleans.

New York March is 45 to 50 points higher than May future
s New York and

is being traded in that way.
This method of manipulation keeps prospective buyers

 of cotton, especially

manufacturing concerns, mills, etc. from buying cotton in
 the immediate future

because they say to themselves: " When May comes we
 can buy 50 points lower

than March cotton in New York," and most mills buy cott
on based on futures in

New York or New Orleans.
Now as a matter of fact the cost of carrying cotton from 

one month to another

is about 20 points, or $1 per bale. So, in reality, take March New York to-day--

at the present time it is quoted at 19.94, whereas May 
is quoted at 19.45, a differ-

ence of 49 points. The natural difference should be the reverse, and May should

be 40 or 50 points above March because of the carryin
g charges. Instead of that

it is the other way, and therefore you can not blame the
 prospective buyers from

holding off buying at present, and what is true in this
 respect of the prospective

mill buyers in the United States is true also of European
s.

It will be readily seen that such methods make the farme
r carry his cotton, pay

interest, insurance, storage, etc., unless he sells it and 
puts in on the contract

month in New York or New Orleans on the cotton exch
ange, which, at its best,

is no sale for cotton.
There are times when spinners are out of the market,

 but cotton dealers or

buyers or merchants in Liverpool, Bremen and H
avre, in fact, all European

ports, as well as the southern dealers in cotton, b
uy cotton and hedge it and

make a market for spot cotton, but by the manipulati
on as outlined above he

has no hedge. If he sold futures against his purchases in New York
 March

cotton, he would have to deliver the cotton on M
arch and consequently that

would net a very poor price for the farmer. If he sold May cotton against his

purchases, a loss of $2.50 a bale and carrying char
ges from now to May would

stare him in the face. The same is true if he would use the New Orleans market

and sell January futures in New Orleans.
You will note from the above the very heavy load th

at everyone that wishes

to buy cotton, either for a rise or for consumption, wou
ld have to carry; therefore

they do not buy, and let the producer carry the cot
ton, and as stated above the

difference between March and May is 49 points, or
 $2.45 per bale, and it costs

45 points to carry, which is about $5 per bale loss if 
he carries it into May.

This shows a clear case of manipulation by some
 people interested in the

market against the interest of everyone from the p
roducer to the consumer and

there should be a remedy. This manipulation is a stumbling block to legitimate

business. It is said that the manipulators, as a usual thing,
 find out on what

month mills base their purchases, and then they ru
n that month to an extreme

premium in order to make the mills pay as much as
 possible and yet it does not

benefit the farmer nor anyone else, but interferes 
with legitimate business.

Here's one from E. P. Coleman & Co., Sardis, Miss.:
SARDIS, MISS., January 20, 1926.

SENATOR CARAWAY, Washington, D. C.

DEAR SIR: I note your efforts to stop manipulat
ion of prices on the exchanges.

You will have to remove the cause before you ca
n remove the evil. Eliminate

the violent price manipulation and you destro
y the tremendous harm that is

done to agriculture.
Under present exchange rules it is impossible fo

r a farmer to sell his products

for future delivery. As an illustration, take cotton. It requires a deposit, a $10

minimum per bale as margin, plus $2 commission
s. So practically the business

of the exchanges passes through the han
ds of professional manipulators, and

against their will, it makes the farmers the ran
kest speculators in the country.

They can not at any period of their crop growing, when
 the price is satisfactory,
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cover by future contracts, as manufacturers do. Ostensibly they can, but inreality it is a huge joke. Exchange gambling per se is a small matter comparedto the damage to the agriculturalists, although the gambling of Monte Carlo andother world resorts are insignificant compared to it. It ties up billions of moneythat could be usefully employed elsewhere. If the enormous profits of gamblingwere removed the evil would automatically disappear.
How? Let the Government run the exchanges, impartially as it runs the postoffices and the Federal reserve system. There is a very close affinity betweenfinance and price fixing. They go hand in hand. Let the Government charge 5points, or 25 cents a bale, instead of 40 points and a $2-bale commmission. Letthe Government require $3 per bale margin, instead of a minimum of $10 per bale.,Let the Government permit farmers to sell units of 10 bales instead of 100, as atpresent. Let the Government post offices act as agents in receiving and paying outmargins. This is a matter of detail. Limit the fluctuations to 25 cents per baleeach day, instead of $10 per bale. This may necessitate a revolving fund to takecare of the difference between buyers and sellers. Do this and you have put thegambling manipulators out of business. This will satisfy the farmers and givethem a chance to live. I see no reason why manufacturers would not approvealso. They both want safer and less erratic prices to operate on.I know you are a Democrat, so don't be too squeamish about State rights andcentralization. That was settled in 1861-1865. If our two coordinate branchesof Government retain their power and individuality conferred on them by theConstitution, all will be well. I know many members of each House, under theguise of political expediency, trying to please the Presidents. Many would sac-rifice their chances for the grace of heaven if they could stand in with the WhiteHouse.

Yours truly,

And this:

Senator T. H. CARAWAY, Washington, D. C.
DEAR SIR: The more I study the matter the more clearly it seems to me thatthe farmers are not producing too much grain and other foodstuffs, but that theyare being systematically manipulated out of a profit on their products by unfaircombines and manipulation by the board of trade gambling system.If your bill prohibiting the sale of grain "futures" should become a law, itwould no doubt solve the difficulty. Then we could have a free open market,based on supply and demand. At present prices of grain are controlled by thefictitious grain made and sold on the Chicago Board of Trade that only coststhe commission one-fourth cent per bushel. The millers, exporters, and otherbuyers use this system, and by "wash sales" they hold down prices so they canbuy the real grain cheap.
On a recent day there was received in Chicago just one car of wheat, but theprice went down a little that day, because there was sold on the board of trade44,000,000 bushels, or about 44,000 cars of fictitious wheat, to hold prices down.The consumption of wheat in Chicago for food is about 50 cars per day, and forthe whole country is about 1,950,000 bushels, or about 1,950 cars per day, forfood and seed. To fill this demand should make a good, healthy market, and itundoubtedly would, if it was not for the gambling system of flooding the marketwith fictitious grain.
The board of trade game can be made to act either way, depending on the in-terest of the players. Last year before election big political and financial inter-ests pushed up the price of wheat to hold the farmers in line until after election,but generally these operations are made to depress prices, because, naturally,millers, foreign and other buyers want to buy the real wheat cheap.Professor Mumford, of the Illinois Agricultural College, has estimated theconsumption of wheat in this country at 5.6 bushels per capita, not includingthe seed. On this basis, with a population of 114,000,000, this country willrequire 638,000,000 bushels of wheat for food this year and 75,000,000 bushelsfor seed, in all 713,000,000 bushels for this year's needs. To cover this, we hadan estimated wheat crop this year of 648,000,000 bushels, or 65,000,000 bushelsless than is required for home use, and in the face of all this wheat is now bring-ing the farmer less than the average cost of production. Local elevators areoffering $1.32 to $1.40 per bushel for wheat. In addition to the 65,000,000bushels shortage there has been exported during the past three months 32,-000,000 bushels of wheat and flour, which will in effect, up to this time, make this

E. P. COLEMAN.

LONE TREE FARM,
Ottawa, Ill., November 17, 1925.
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year's crop of wheat 97,000,000 bushels less than our needs, which will increase
as we go on and must be made up from whatever the carry-over may be.
In the market news items we are constantly told about the good wheat crops

abroad, and this is given as a reason why prices must be low in this country. If
there was a great surplus of wheat in Argentina, why would nearly every other
country in South America be buying wheat and flour now in the United States?
If Great Britain, France, Germany, and Italy have such good wheat crops, why
are they buying every month a large amount of wheat and flour in this country?
In September 76 foreign countries bought 12,500,000 bushels of our wheat and

flour, and they will continue to buy because they must have it to live. Mean-
while home users will consume more of the adulterated "bleached" flour now
on the market, in which there can be used poor wheat and cheaper grain, perhaps
much corn. As evidence of this, it is a fact that corn is now selling in milling

centers, like Minneapolis and Kansas City, at more than it is in Chicago. I am,
Yours very truly,

C. E. FISHER.

Also this:

Hon. T. H. CARAWAY,
United States Senator, Washington, D. C.

DEAR SIR: I am taking the liberty of inclosing you a page taken from the
Price Current Grain Reporter, published at Chicago, under date of November
4, an article in which criticizes you for your statement that you would demand

that the next Congress pass a law to put an end to gambling in cotton and grain.

I am also taking the liberty of inclosing a copy of a letter that I have written

to Mr. J. Carver Strong, publisher of this grain journal, Mr. Strong being a good
friend of mine.
The difference between gambling in grain and cotton and gambling in real

estate, stocks, bonds, etc., is that in gambling in grain and cotton something

is gambled in that is nonexistent, and that no delivery nor acceptance of the

actual commodity is contemplated, while in gambling in stocks, bonds, and
real estate, actual delivery is taken or made. Gambling in grain and cotton

is gambling in the very sweat and blood of our agricultural interests, while

gambling in real estate, stocks, and bonds is really stimulating activity in our
economic life, though often fraught with disastrous results.
I trust that this article, together with my letter to Mr. Strong, will be of some

assistance to you.
Very sincerely yours,

FORT WORTH, TEX., November 7, 1925.

JULE G. SMITH,
President The Fort Worth Elevators Co.

Read this:
Senator CARAWAY,

Washington, D. C.
MY DEAR SENATOR: I noticed in the press that Secretary Jardine and Doctor

Duvel had both appeared before the Agricultural Committee and opposed your

bill against the selling of futures of food, cotton, etc.
Is any of this testimony—or whatever it might be called—available to the

public?
I have been a farmer for over 40 years—own land now—was in the grain

business for over 20 years (handling cash grain, and owning grain elevators),

and have been a trader in Chicago options for something like 40 years, and

have probably made and lost more money on the Chicago Board of Trade than

Secretary Jardine and Doctor Duvel have ever seen, and if there has ever been a

sane or intelligent reason advanced for "short selling" other than pure gambling

I would very much like to know what it is.
I have read possibly all of the various instructive catechisms that the Chicago

board have distributed, describing how necessary their board is to the prosperity

and welfare of the human family—have closely read many of the advertisements

that they have ran in the press and magazines—have read (and discussed with

him) the screed that "Professor" Boyle, of Cornell College, published in The

Nations Business, and so far have never heard one single convincing or intelligent

reason why short selling should be permitted, or any satisfactory argument or

proof that it is not gambling, pure and simple.
And these are a few of the reasons that I would like very much to know what

these two worthies objections to your bill were
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The plain—plain to everyone—facts are, that Chicago has long ago ceased to
be a real cash grain market, and 90 per cent of Chicago's interest in the grain
market is selling "futures" and earning commissions on future trades.
It is a gambling institution, times over, bigger than Monte Carlo, and Monte

Carlo has a great moral advantage over Chicago board, because Monte Carlo
(or any other gambling institution) only permits the gambler to do business
"over the counter"—you must go to Monte Carlo to do your gambling—but
the Chicago Board of Trade comes to you—comes via "private wire" to your
home town—almost into your home or office. Is before your eyes every time
you pick up a daily paper—comes in your mail, over your phone—sends solicitors
to you, to get your "business." It is an institution that harvests in the public's
money in such a ruthless manner that it must be conducted on an absolutely
cash basis, and, outside of common gambling, is probably the only business in
which there is no basis for credit.

It is a business that dare not take a check from any individual connected with
a bank—or practically any legitimate business. Do you know what would
happen to an employee of any bank who was caught trading in "futures"?
If you don't, ask some banker friend—any banker.
And then men like Jardine and Duvel have the nerve to come before your

committee and protest against just one-half of this graft being eliminated—if
they think for a minute that the selling of futures is a necessary adjunct to the
"orderly marketing" of farm products, they are plain ignorant and don't know
what they are talking about; when, as a matter of fact, that identical thing is
what has broke the entire farming section not only of the United States but of
the world.
Only to-day, we had a small sample of the benefit of "future trading." The

selling of futures—and absolutely nothing else—took 3 cents off of wheat, in all
our markets. The demand for wheat at all points has been very strong, receipts
very light, and mill demand very strong—in fact the demand has been so strong
that cash wheat in Omaha has been selling flat at a premium over Chicago May
"future." With Chicago option market closed, wheat would have sold easily
at yesterday's price, or better, but the "futures" were sold off 3 cents by "short
sellers," and the cash sold DA lower, for no reason other than the lower "futures."

Very truly,
W. M. BOON.

OMAHA, NEBR., January 21, 1926.

A great campaign is being waged against it. Such "honest farm-
ers" as Fenner & Beanne, whose sole business is to induce people to
go into a speculative market and risk the fruits of honest toil in a
gambler's game, the rules of which they do not understand, and the
method of its control they can not influence, and the stakes are the
fruits of the other man's toil, have circularized the entire country in
opposition to this measure. Many letters have gone out to news-
papers, ministers, lawyers, merchants, and bankers telling them
what a disastrous piece of legislation the measure proposed would
prove to be should it be enacted into law. Letters from bankers
were read into the hearings of this measure, every one coming from
bankers who knew nothing about the provisions of the bill. Three
at least were communicated with who had sent strong letters in
opposition to the measure, and in reply each one admitted that he
had no conception of what the legislation was, but had been asked
by brokers to write the letter.
It isn't a bill that can get immediate consideration on its merits.

The propaganda has been too widespread and too intensive to leave
;no influence upon the minds of those whom it sought to sway.

Doubtless the subjoined letter reflects conditions as of to-day.
CITY NATIONAL BANK,

Fort Smith, Ark., January 26, 1926.
Senator T. H. CARAWAY,

Washington, D. C.
MY DEAR SENATOR: I notice where you are making a brave fight on the cotton

bill eliminating the cotton exchange and the bucket shops.
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Senator, 30 years ago, before I came South, I
 happened to be on the open board

at Chicago and gained quite a little experience.
 It places me in a position to know

something about it.
Senator, for your information, I wish to sta

te you are making a good honest

fight, but the odds are against you. You are fighting a bunch who are too

powerful to be defeated. Their influence is so powerful that it covers 
pretty

nearly the world.
As I said 'above, you are absolutely correct 

in your contention, but, as I said,

the power back of it is so powerful that I
 have my doubts if you make any head-

way.
Please take this letter in the spirit it is g

iven.

Very truly yours, I. H. NAKDIMEN.

A calm examination, however, of the fact
s, it seems, would con-

vince anyone that if gambling be morally
 wrong and economically

unwise, where the gambler deals with no ot
her estate than his own,

how infinitely more harmful is it to permi
t gamblers to use as their

stakes the products of the blood and sweat 
of more than half the people

of the United States, and to sweep into
 bankruptcy the entire agri-

cultural interests of America.
The evil, however, does not stop there. It finally affects the price

which the consumer must pay for these agri
cultural products. Every

man who eats bread is to-day paying an en
hanced price, not because

the farmer may benefit from this advance, 
but because men cornered

the wheat market in Chicago in March, 19
26. The bread prices are

fixed upon the highest peak of that market
, although not a farmer in

the United States was benefited by the te
mporary rise in the market

Everyone who wears clothes spun from c
otton likewise pays an

enhanced price for them because gambler
s created a flurry in the

cotton market. While the consumers suffer from this si
de of the

gambling operatoins in the exchanges, 
every farmer in America

to-day is engaged in a losing battle to 
save from complete loss the

earnings of a lifetime. Shall this condition be permitted to conti
nue

solely for the benefit of those who wish to gam
ble, and that with

other people's products?
Under a New York headline of March 

7, 1926, is this picture of

American agriculture. Is it promising and desirable to continu
e?

RADICAL FARMER DECLARED MENACE
—SWING TO THE LEFT SEEN AS ALAR

MING

REVERSAL IN POLITICAL LIFE

NEW YORL, March 7.—Radical ten
dencies among farmers—once the ba

ck-

bone of American conservatism—re
flects a serious economic maladjus

tment

which unless checked must eventual
ly adversely affect the national bu

siness

structure, says the National Indus
trial Conference Board in a report 

issued

to-day. The report, based on a year's inv
estigation, declared the contrast

between the agrarian swing toward t
he left to be one of the most sig

nificant

reversals in the political life of the Un
ited States, and "curiously contrast

 with

the increasing conservative trend of
 our urban population."

The board, which is supported by 
manufacturing, mining, transportation,

 and

public-utility industries, asserted th
at its sponsors must study and und

erstand

the problem of the farmers becau
se farm production is closely wove

n in the

national economic structure.
Diffusion of corporate ownership a

mong city dwellers had increased 
materially

the interest in and understanding
 of industrial problems, the board s

aid, while

the average farm represents a capit
al of about $12,000 usually individual

ly owned,

and the farmers, to a large degr
ee unorganized and isolated, "natur

ally have

tended more and more to resort to 
political pressure to obtain relief."
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CONSEQUENCES FEARED

"But the agricultural problem," the report says, "is to no great extent aquestion of what will be the consequences for our entire economic and business lifeif American agriculture continues to lag behind in comparison with the generaleconomic developments of the country."Reviewing the decline of farm production as compared with urban populationgrowth, the report said this trend had been steady since 1889, the reduction since1900 being estimated at 20 per cent. All the facts indicate, the board found,that since the beginning of the present century "the cost of agricultural produc-tion prices and markets have not been such as to make it pay to maintain thesame rate of increase of farming production as existed before that time."Actual earnings of the average farmer in 1924 were computed at $730 as againstaverage earnings of $1,572 in transportation, $2,131 in clerical lines, and $1,650by Government employees. The per capita income of the farming populationin 1921 was given as $186, against $701 for urban dwellers.
This is but the natural fruitage of the economic folly and moralwrong of subjecting the price the farmer receives for his products toithe "goddess" chances n the exchanges.For a remedy, shall we accept this as wise and fitting?—

"JAILING LEADERS TO HELP THE FARMER"

A revolt against the activities of professional farm leaders seems to be takingroot in many agricultural districts throughout the Central West and Northwest.Curiously, it is sponsored by country newspapers and farm magazines that in thepast have been strong proponents of sound agricultural measures; publicationsthe editors of which have been close to the needs of the dirt farmer. Manycountry newspaper editors declare the ridiculous statements of ambitious farmpoliticians are pounding down land values, depressing commodity prices, andfrightening out capital that normally would be drawn into the rural districts.Up in Minnesota and North Dakota, the home of the old Nonpartisan League,out of which grew some of the most rabid exponents of farm socialization, a newgospel is being preached by editors whose soundness of judgment has long car-ried great weight with the real dirt farmer. Some of them are sharply out-spoken in their attacks upon farm leaders who have stirred politics and farmills in the same black kettle and sent up smoke screens that have camouflagedthe true issues.
From Minnesota, the State that sent Magnus Johnson to the United StatesSenate, comes one of the strongest newspaper attacks upon thc present methodsof farm leaders. It is typical of the growing feeling among country editors.The editor of the Long Prairie Leader, whose outspoken comments are widelyquoted, proposes as a real aid to the farmer, that "farm leaders be jailed for 90days."
"We would like to support some one for the legislature who would run on aplatform of putting all "friends of the farmer' in jail for 90-day terms, or so."Such a platform would, we believe, be wholly in the interest of the farmers,and would be enthusiastically indorsed by them as they came to understand thesituation.
"These so-called farmer friends, with their calamity howling, are doing thefarmer and the cause of farming a great harm."There is nothing the matter with farming, if these professional friends wouldleave it alone.
"John Scott, a North Dakota farmer, who has farmed in that State since theState was on the frontier, wrote the Farmer, St. Paul, last week, to say that theyear 1925, from the standpoint of gross sales, also profits, was the best one hehas had in the 54 years of his farm experience. * * *"As a matter of fact, these professional friends of the farmer are doing the causeof farming a great harm. They are making the rest of the country look askanceat the Northwest. They are hurting the credit of this part of the Nation. Theyare driving out of the minds of thousands of citizens the notion of coming to theNorthwest to buy a farm, with the result that they are holding back the pros-perity that awaits the time when land will move again. This, of itself, is a sourceof continuing loss to many farmers who are carrying more land than they aughtto carry, and who are trying to hold onto it until there is a demand for landagain. * * *
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"As a matter of fact, but little of the calamity howling comes from the farmers.It is produced for the purpose of fooling the farmers, and by a class of men whowant to make use of the farmers for their own selfish benefit."Farm conditions these days are splendid. Prices for everything producedon the farm are high, and what is better, demand is steady and dependable.All that is necessary is to have the goods to sell—that is, have the butterfat, thehogs, the steers, the grain, the seed, the poultry, and the eggs. The farmers ofour country have their farms on that basis of production, or they are gettingthem there fast, hence they are prospering under the conditions that their pro-fessional friends are telling them require the hurry-up services of some agricul-tural undertaker.
"Let a movement be started to sit down on the professional friends of thefarmer. Such a movement would be something really worth while in behalfof constructive agriculture and farm prosperity.
"Farming is all right, and so is the farmer, but he needs the kind of legislativeprotection that 90-day Jail sentences for his professional friends will bring him."
What shall the remedy be Shall it be to imprison those who fornearly three-quarters of a century have prayed upon the economiclife of American agriculture in the exchanges, or shall we accept thesuggestion of the Rorthwestern Miller and send to jail those who cryout against these intolerable evils?
It seems to be conceded that some one should be imprisoned forthe present condition of agriculture. Then, shall it be as provided inthis bill those who destroy in the exchanges, the farmers of America,or shall it be, as suggested by the Northwestern Miller, those who seekfor them that protection which law alone can give?
Congress and Congress alone can answer.
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Mr. RANSDELL, from the Committee on Agriculture and Forestry,
submitted the following

MINORITY VIEWS

[To accompany S. 454]

The Committee on Agriculture and Forestry, having had underconsideration the bill (S. 454) (copy of which is appended marked"Appendix C") to prevent the sale of cotton and grain in future mar-kets under certain conditions, on January 31 directed SenatorCaraway, author of the bill, to report it "without recommendation."That report was made to the Senate 60 days later, March 31.(Congressional Record, p. 6427.)
The following minority report is presented by Senator Ransdell, ofLouisiana, in behalf of those members of the committee who, aftercareful consideration, are convinced that the proposed legislation isunwise, and recommend that the bill lie on the table.
The purpose of this bill, broadly speaking, is to prevent contractsfor the purchase or sale of cotton or grain for future delivery, unlessthe same shall be actually delivered or received, and imposes upon thepurchaser of these contracts the obligation to accept delivery. As acondition precedent to such transactions, both the seller and buyermust make affidavit of their respective intentions actually to deliverand receive the commodity involved. Any person sending or causingto be sent a message in which an offer is made to enter into a contractfor the future delivery of cotton or grain in contravention of the pro-visions of the bill is penalized in sums ranging from $500 to $5,000and terms of imprisonment ranging from one month to two years,which also apply to the owner or agent of the telephone, telegraph,wireless telegraph, cable, or other means of communication used inmaking such offer. Use of the mails is prohibited for carrying anywritten or printed matter relating to the class of contracts prohibitedby the bill, and penalty is provided for any person who takes suchmatter from the mails for the purpose of circulating or disposing of it.
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This measure is merely a revamping of many similar bills that have

gone into the legislative hopper since they made their first appearance

in the Forty-eighth Congress (1883-1885), nearly 50 years ago, only

to receive the invariable stamp of congressional disapproval, for it

has always been realized that, if enacted, they would result in the

strangulation of trading on the cotton and grain exchanges of the

United States, where those great staple crops are finally marketed.

When this bill, in substantially the same language, was considered

in the Sixty-third Congress (1913-1915) it was known as the Candler

bill, in honor of the member from Mississippi who sponsored it at

that time, though it is difficult to name the original author of the idea.

It was among the numerous cotton bills considered by the Agricultural

Committees of that Congress while the Smith-Lever law to regulate

trading in cotton futures was being whipped into shape, and after

mature deliberation it was rejected as being unconstitutional as well

as ill advised and so stamped by the adverse report made on it.
With the exception of very immaterial changes in phraseology and

in the punishment for violations thereof, these bills are as much alike

as the proverbial two peas in a pod and it is doubtful if their creators

could tell them apart. Therefore, the bill under consideration being
in all essential features a verbatim copy of the Candler bill, the

report that was made on that measure by Secretary Houston, of the
Department of Agriculture, to Mr. Lever, the chairman of the

House Committee on Agriculture, under date of April 13, 1914, is
still pertinent. After analyzing its provisions section by section,

the Secretary at that time proceeded to a discussion of the constitu-
tionality of the bill, in the course of which he said:
"Under the bill as drawn, the prohibition in section 2 extends to

the sending of messages by telegraph, telephone, wireless telegraph,
cable, and other means of communication. It is not clear just what
the phrase 'other means of communication' would include. Under
the rule of ejusdem generis it would probably be construed as con-
fined to any possible agencies of communication, other than three
specifically mentioned, which are based on or which apply the
scientific principles of, the telegraph and telephone. But if the
phrase be held to include such means of communication as railroads
and boats, which carry corporeal objects instead of intangible mes-
sages, there is, at least, a doubt as to the validity of the proposed
legislation when applied to such other means of communication.
This doubt arises primarily out of certain statements of the United
States Supreme Court in Paul v. Virginia (8 Wall. 168) and cases
following it.
"It is firmly-established that contracts of insurance are not trans-

actions of interstate commerce which are subject to regulation by
Congress under the commerce clause of the Constitution. Paul v.
Virginia (8 Wall. 168) Hooper v. California (155 U. S. 548) New York
Life Insurance Co. v. Cravens (178 U. S. 389). Likewise, contracts
for the sale of an article for future delivery are not, in themselves,
transactions of interstate commerce if they do not oblige the trans-
portation of anything from one State, Territory, or District to
another State, Territory, or District of the United States. (Ware
& Leland v. Mobile County, 209 U. S. 405.) However, in Paul v.
Virginia (8 Wall. 183) the court, in the course of its opinion, goes
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further than to hold that the contracts involved were not in them-selves transactions of interstate commerce, and says:" ' These contracts are not articles of commerce in any propermeaning of the word. They are not subjects of trade and barteroffered in the market as something having an existence and valueindependent of the parties to them. They are not commodities to.be shipped or forwarded from one State to another and then put upfor sale.'
"Because of what has been held in the cases referred to, and par-ticularly because of what was said in the extract just quoted, thereis some doubt as to whether the Supreme Court would hold that,under the commerce clause, Congress is empowered to regulate thephysical transportation of a written or printed contract or offer tomake such contract, which is not itself the subject of interstate com-merce."
NOTE.—One week ago (April 12, 1926) the United States SupremeCourt again passed upon this question in the matter of Frank Moore,president of the Odd Lot Cotton Exchange of New York, appellant,v. The New York Cotton Exchange, the Western Union TelegraphCo., and the Gold & Stock Telegraph Co. in an appeal from theUnited States Circuit Court of Appeals for the Second Circuit(No. 200, October term, 1925).
That decision would indicate that cotton futures contracts as nowmade on the exchanges of New York and New Orleans are notmatters of interstate commerce to be regulated by Congress.Justice Sutherland, the organ of the court, in the course of hisopinion, said:
"The New York exchange is engaged in a local business. Trans-actions between its members are purely local in their inception andin their execution. They consist of agreements made on the spotfor the purchase and sale of cotton for future delivery, with a pro-vision that such cotton be represented by a warehouse receipt issuedby a licensed warehouse in the port of New York and be deliverablefrom such warehouse. Such agreements do not provide for, nor doesit appear that they contemplate, the shipment of cotton from oneState to another. If interstate shipments are actually made, it isnot because of any contractual obligation to that effect, but it is achance happening which can not have the effect of converting thesepurely local agreements or the transactions to which they relate intosubjects of interstate commerce. (Ware & Leland v. County, 209U. S. 405, 412-413.) The most that can be said is that the agree-ments are likely to give rise to interstate shipments. This is notenough."

SOME FARMERS OPPOSE THIS MEASURE

The opinion held by the Department of Agriculture 12 years agoas to the shortcomings of this bill is shared to-day by the farmersthemselves or some of their accredited representatives. This wasillustrated by a letter offered at the hearings by the author of the billfrom "the sales agent for all the cotton growers' associations." Itwill be found on page 192 of the record and says in part:
"You state that the object of the bill is to make people sell thatwhich they have a right to sell, whether the product is in existenceor in course of production. I presume you mean also that it is in-
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tended to prevent their selling that whic
h they do not possess, or

which they have not in the course of produc
tion.

"As I read the bill, however, I don't thi
nk it would have this

effect. Section 2 of your bill I think is already cover
ed by an exist-

ing law. In other words, that anyone buy
ing or selling for future

delivery must have the intention of receiving
 or delivering that which

he buys or sells. Anyone can declare such
 intention at the time he

makes the trade, but you can not prevent h
im from reselling to some

one else that which he has bought, or his 
buying from some one that

which he has sold, so that it results in the 
end that in the multitude

of buying and selling transactions they are
 all finally cleared through

the New York Cotton Exchange through
 the actual delivery or re-

ceiving of a comparatively small amoun
t of cotton, the same as

enormous financial transactions are cleare
d through the New York

clearing house with very little or any 
passage of actual money.

This is all right and I have no objection 
to it, for the New York

Cotton Exchange is intended as a clearing
 house for the cotton trade

of the world, and it is not necessary that 
much actual cotton should

be used in the liquidation of these numero
us transactions.

"I can not see that your bill as it is now 
worded would cause any

change in the present method of transactin
g business on or through

the New York Cotton Exchange. The las
t half dozen lines of sec-

tion 3 could not be made applicable beca
use the great majority of

buying and selling transactions would final
ly clear themselves before

delivery date, and only a minimum of act
ual cotton would still be

delivered or received. In other words, a ma
n might sell cotton with

intention to deliver, but there is nothing
 that could prevent him

from transferring his contract to some one
 else. When he does this

through the purchase of a contract he is out
 and these various trans-

fers through purchase and sale eventually p
ractically clear all trans-

actions."

DEPARTMENT OF AGRICULTURE
 HAS ALWAYS OPPOSED SIMI-

LAR MEASURES

These two citations, the one from the Depa
rtment of Agriculture,

speaking for all of the farmers, and the ot
her from an important

element of the cotton cooperatives, show how
 little has been thought

of the possibility of maintaining this legislat
ion in the courts, even if

passed. Considered from the standpoint of advisabilit
y, the Depart-

ment of Agriculture has been even more p
ronounced in its views.

On April 23, 1914, Secretary Houston, in a le
tter to Chairman Lever,

of the House committee, had this to say
 regarding the measure

when known as the Candler bill:
"It is commonly recognized that there are

 certain evil features

rising out of future dealings on cotton excha
nges as at present con-

qtituted. (NoTE.—This was before the en
actment of the Smith-

Lever law.) In order to correct the evils it is necessary,
 in some

manner, to regulate these transactions. The fundamental test of

the effectiveness of a bill designated to correc
t such evils is its ability

to reach the class of transactions which requ
ire to be regulated.

"As pointed out above, the bill in question tou
ches only two classes

of transactions—first, cases in which the par
ties do not intend that

any cotton shall be delivered or received 
under their contracts;
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second, options to sell or buy, commonly known as 'puts' and
'calls.' Both are, in their nature, gambling contracts. They are
almost universally illegal under the laws of the various States.
"The future transactions usually conducted on cotton exchanges

do not, at least on their faces, belong to either of the classes described
in this bill, but are prima facie lawful contracts. Generally, such
transactions are definite agreements on the part of one party to deliver
to another party, who, in turn, agrees to receive, a certain quantity
of cotton, within a fixed period of time, at a fixed price. The obliga-
tions to deliver and receive the cotton are legally binding. It is
doubtless true that a large portion of these dealings are undertaken
by persons who have no direct interest in either the production or the
distribution of cotton. Doubtless, also, a large proportion of the
buyers of these future contracts do not desire the delivery of actual
cotton, and a large proportion of the sellers do not contemplate
making physical delivery. Such a buyer, instead of receiving the
actual cotton, sells out the contract before it has matured to another
party, and merely gains or loses the difference between its cost and
its selling price. In this way the contract may be sold or assigned
many times before it reaches maturity. However, at the stated time
of delivery, the ultimate purchaser is obligated to receive actual
cotton. In practice, such delivery is usually made by means of so-
called ' set-offs ' or 'ring' settlements, which the Supreme Court has
expressly declared to be legally effective for the purpose. (Board of
Trade v. Christie Grain & Stock Co., 198 U. S. 236.)
"In order to bring one of these cotton future contracts within the

first class of transactions described in the bill, it would be necessary
to show, by evidence outside the contract, that a party thereto did
not intend that any cotton should be delivered thereunder. How-
ever, in view of the binding obligations on the parties to deliver and
receive actual cotton, under the usual future contract entered into
on cotton exchanges, and of the fact that cotton is eventually deliv-
ered to the ultimate purchaser, it would seem, in such cases, to be
practically impossible to show conclusively an original intention of
either of the parties not to deliver or receive actual cotton.
"The usual future contracts entered into on cotton exchanges are

so dissimilar in their nature to ' puts ' and ' calls ' that they could
in no sense be brought within the second class of transactions de-
scribed in the bill.
"In certain instances, there may be carried on transactions of one

of the classes described in the bill, which would be reached by it if
one of the parties conducted his negotiations by interstate telegraph
or telephone service. But the bill would, in general, be ineffective,
since it fails to reach the future transactions on exchanges that give
rise to the recognized evils which it is desired to correct.

HEDGES OR INSURANCE SERVE USEFUL ECONOMIC FUNCTION

"It is believed that certain forms of dealings in cotton for future
delivery, commonly called 'hedges,' if properly conducted, serve an
important and useful economic function. For instance, 'hedges'
obviate the necessity of speculation by spinners as to the price of
cotton needed by them to fulfill contracts of sale of goods to be manu-
factured from cotton running over long periods. It is unquestion-
ably true that certain ills have crept into the system of conducting
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transactions in cotton futures, which, as more fully pointed out in

the discussion of H. R. 15318, injuriously affect the public interest.

But it is these ills which it is desired to destroy; it is not essential or

desirable completely to destroy the business of dealing in futures."

It must be remembered that the above report was written just

prior to the enactment of the Smith-Lever law (38 Stat. 693, Aug.

18, 1914), which finally and effectually corrected those ills that had

"crept into the system of conducting transactions in futures" to which

Secretary Houston referred.
That his successors have in no wise changed their views as to the

undesirability of this bill is conclusively shown by the reports that

have been made on it whenever it has been referred to them for com-

ment by Congress. Thus, in the Sixty-eighth Congress (1923-1925)

when it was designated S. 626 (by Mr. Caraway), Secretary Wallace,

under date of January 25, 1924, spoke of it in the course of a letter to

the chairman of the Committee on .Agriculture and Forestry, published

on page 3 of the Senate Agriculture Committee hearings on S. 454,

held January 14, 1926, as follows:
"During the past 50 years many bills have been introduced in

Congress which would prohibit the sale or purchase of contracts for

the future delivery of grain or cotton not providing for the actua

delivery thereof. None of these drastic bills passed, because evi-

dently Congress reached the conclusion that such legislation would

substantially impair, if it would not actually destroy, the valuable

hedging facility which is furnished by the making of the vast number

of contracts on and through the exchanges in which deliveries are

contemplated rather than actually assured. In rejecting these bills

it seems that Congress wisely refused to deprive the producers, the

merchants, and the manufacturers of these farm products of the
benefit of this insurance against price fluctuations. However, con-

gressional study of the subject matter led to the passage of laws de-
signed to regulate and supervise future trading in cotton and grain

for the purpose of eliminating excessive speculation, market manipu-
lation, dissemination of false information, and other known injurious
practices which attended the operation of exchanges in the conduct
of their business in future trading. The legislative thought on this

subject crystallized into the cotton futures act and the'grain futures act.
"Since the passage of the cotton futures act in 1914, its reenact-

ment in 1916, and its amendment in 1919, it may fairly be claimed
that the quotations for cotton have more accurately reflected the
value of spot cotton than was previously the case. As the future
quotations have functioned on the value of spot cotton, the market
has offered a better opportunity for the making of hedges than was
previously the case when futures sold at a much larger discount com-
pared with spots. The requirement which the act makes of settle-
ment on ascertained commercial differences rather than on arbitrary
differences which were fixed by the exchange rules has resulted in
settlements of such contracts which are much fairer to the buyer.
Since ascertainment of commercial differences and the classification
of cotton by the department there has been much less opportunity
for unfair manipulation of the future market by powerful traders.
Practically all interests directly concerned in future trading in cotton
agree that the law has been of great benefit, and many of those which
formerly strenuously opposed the enactment of the law have accepted
it and are operating under it without complaint.
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"The grain futures act of September 21, 1922, comprehensively
places under the supervision of the Secretary of Agriculture the ex-
change whereon there is future trading in grain. It prohibits the
dissemination by an exchange or any of its members of false, mislead-
ing, or inaccurate reports concerning crop or market information or
conditions that affect or tend to affect the price of commodities, and
prohibits manipulation of prices or the cornering of grain by the
dealers or operators on the exchanges. This requires the keeping of
memoranda and the filing of reports with the Secretary of Agriculture
showing the details and terms of all transactions entered into on the
board. The Secretary now requires that such reports be made daily.
The law has not been in force long enough fully to demonstrate its
effect. It is apparent, however, that it has resulted in restraining
the dissemination of false or misleading market information, the
manipulation of prices and corners, and has had and is having a
stabilizing influence upon the price of grain in that it seems that
violent price fluctuations have disappeared. The law has been very
helpful notwithstanding exchange resentment which has hindered
and delayed the full accomplishment of its purpose. While this act
permits the buying and selling of contracts for the future delivery of
grain under the rules of the exchange which do not provide for actual
delivery, nevertheless it has and will restrain the excessive selling or
purchasing of such contracts on the part of powerful sinister interests.
"Therefore, I am inclined to believe that Congress should give the

grain futures act and also the cotton futures act more time to demon-
strate their worth before it resorts to far-reaching legislation proposed
by S. 626, because I am convinced that the insurance facility is of
great value and is largely dependent for its existence upon public,
speculation in grain and cotton contracts, and this hedging privilege
should not be destroyed until these industries find some better way
to insure themselves against price fluctuations.
"In view of the foregoing considerations, it has not been thought

advisable to enter upon a discussion of the legal phases of the bill.
"Sincerely yours,

"HENRY C. WALLACE, Secretary."

PRESENT LAWS FUNCTIONING SATISFACTORILY

Coming down to the immediate present, Secretary Jardine, on
January 13, 1926, sent to the committee the last word that the
department has had to say about it, taking occasion to discuss its
application to both the cotton and the grain trades, and pointing out
how the separate laws now on the statute books governing trans-
actions in those two great staples were working satisfactorily to all
interests. Here is the letter:

DEPARTMENT OF AGRICULTURE,
Washington, January 13, 1926.

Hon. G. W. NoRms,
Chairman Committee on Agriculture and Forestry,

United States Senate.
DEAR SENATOR NORRIS: In accordance with your letter of De-

cember 9, I wish to submit the department comment on S. 454,
entitled "A bill to prevent the sale of cotton and grain in future
markets."

S R-69-1—vol 2-7



8 TO PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS

This bill, which is based upon the power of Congress to regulate
interstate commerce, is intended to prevent the sale of cotton or
grain for future delivery without intending actual delivery of the
product and to impose upon the purchaser the obligation to accept
delivery. The seller is required, before transmitting any message
offering to enter into such a contract, to furnish an affidavit stating,
among other things, his intention to deliver the product and the
buyer is required to furnish an affidavit that he intends to receive
and to pay for such cotton or grain. It penalizes any person sending
or causing to be sent any message offering to make or enter into a
prohibited contract and any person owning or operating any telephone
or telegraph line, wireless telegraph, cable, or other means of com-
munication, or any agent of such person, who knowingly uses or
allows such property to be used for transmission of prohibited
messages. It likewise prohibits the use of the mails for carrying any
written or printed matter tending to promote the making of pro-
hibited contracts and penalizes persons who use the mails for the
transmission of such matter or any person who knowingly takes or
causes such matter to be taken from the mail for the purpose of
circulation.
From time to time a great many bills have been introduced to

prohibit the purchase and sale of contracts for the future delivery
of agricultural products not providing for actual delivery thereof.
Congress, however, evidently concluded that such legislation would
impair or destroy the hedging facilities which are furnished through
trading on the exchanges, and thus far it has refused to deprive
the producers, merchants, and manufacturers of these farm products
of the benefit of such insurance against price fluctuations.
Study of the subject matter, however, has led to the passage of

laws providing for the regulation and supervision of future trading in
cotton and grain for the purpose of eliminating undue speculation
and other injurious practices which had crept into the business of
future trading.
You will recall that the cotton futures act, which was first passed

in 1914, was reenacted in 1916 and amended in 1919. It is believed
that the cotton futures markets now offer better opportunity for the
making of hedges than was previously the case. The requirement
which the act makes of settlement on ascertained commercial differ-
ences rather than on arbitrary differences which were fixed by the
exchange rules has resulted in settlements of such contracts which
are much fairer to the buyer. Since ascertainment of commercial
differences and the classification of cotton by the department, there
has been much less opportunity for manipulation. Practically all
interests concerned in future trading in cotton agree that the law has
been of great benefit.
The grain futures act regulates to some extent trading in grain

futures. It prohibits such transactions unless (a) the seller actually
owns or is the grower of the grain or either party to the transaction
is the owner or renter of land on which the grain is to be grown or is
an association of such owners, growers, or renters, or (b) the contract
is made by or through a member of a board of trade which has been
designated as "a contract market." One of the conditions precedent
to such designation is that the governing board shall make provision
against manipulation of prices and the cornering of grain. The act
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requires the keeping of memoranda and the filing of reports with the
Secretary of Agriculture showing the details and terms of all transac-
tions entered into on the contract markets. It prohibits the dis-
semination by any person of false, misleading, or inaccurate reports
concerning crops or market information or conditions that tend to
affect the price of grain. While the law has not been in force very
long, it is believed that its enforcement has had a wholesome effect.
Some of our best known economists have pointed out that future

trading is a field which, though large and important, has had com-
paratively little economic exploration. It is my feeling when called
upon to consider any question connected with our future markets
that intelligent disposition would be much facilitated if there were
more sound information available.
In the administration of the two statutes above mentioned the

department is actively studying the available data with the hope of
being able to offer from time to time suggestions of a more constructive
nature for the treatment of problems of this kind. In the meantime,
it feels that the hedging function of the future exchanges is of real
necessity in the present-day developments of our markets for cotton
and grain, and that it should not be destroyed until other means of
accomplishing the same end are discovered and established.

Sincerely yours,
W. M. JARDINE, Secretary.

It will thus be seen that three successive Secretaries of Agricul-
ture, representing both political parties, have unqualifiedly placed
the seal of their disapproval on this proposed legislation.

INACCURATE STATEMENTS REGARDING FUTURE TRADING IN
CANADA AND GERMANY

The author of this bill begins the report which he was authorized
to make on it, "without recommendations," with the statement:
"Canada has freed itself of the grain exchanges. This action is but
recent. So far as we know, however, it is meeting with approval.
Germany, through its Berlin exchanges, once dominated the price
of grain in Europe. Long before the World War, however, the
agricultural interests of Germany succeeded in having the grain
exchanges abolished. They never have been reestablished, and
before the World War the German farmer was the most prosperous
farmer in Europe."

This statement is incorrect, and I can not understand how the
able Senator from Arkansas could have been led into the error of
making it. I am sure he must have believed it to be correct. The
Winnipeg exchange is functioning with a large business and its
daily prices on wheat futures are printed in the public press. Busi-
ness in grain futures is now transacted in the grain future exchange
of Berlin, Germany, and quotations are received from it regularly
by our markets. Trade in futures on the Bremen Cotton Exchange
was reestablished some time ago and its daily quotations on cotton
are received by the exchanges of this country.

These assertions are so far from the facts that they have produced
the most widespread astonishment. Not only are the prices on the
Canadian exchanges published daily by the newspapers in the grain
belt by way of comparison with the prices at Chicago, Minneapolis, and
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other contract markets, but the importance of the Winnipeg market
was also made plain at the hearings before the Senate committee on
May 27 and 28, 1921, in which the author of the bill participated
and questioned the witness, Mr. Rollin E. Smith, grain supervisor
of the Bureau of Markets, in a colloquoy had with Senator Norbeck
(p. 55) :
"Senator NORBECK. Suppose we eliminate the board of trade, or

eliminate certain features. Does that mean that the business can
be carried on effectively right across the border in Canada or in
Europe and have the same effect on our grain situation? In other
words, will the prohibiting of speculation in this country have a
material influence, or will it just be carried on in some other place,
and the speculation in American wheat still go on?
"Mr. SMITH. The great market would then undoubtedly be Winni-

peg, which has an important grain exchange now, and there would be
a big volume of speculation."

It will be seen from this that there is no justification for the state-
ment regarding Canada.
The disastrous result of the German attempt to suppress trading

on the grain exchanges has been officially told in the reports of the
United States Consular Service. Thus, Consul Julius Muth, reporting
from Magdeburg (vol. 52, No. 194, November, 1896) has this to say
of what the advocates expected and realized as a result of this
legislation:
"It becomes, at a glance, apparent what a terrible blow this law is

to the produce exchanges, and nobody can foretell what will hereafter
become of them. The dealers are very much alarmed, lest it may
threaten the very existence of these time-honored establishments,
and, what is worse for them, may wipe out Germany's influence and
importance in the international markets and induce German capital
to remove to foreign countries. Although the agrarians expect many
advantages, especially a rise in the price of grain, from this law, they
have so far been disappointed, because, since the law was passed.,

6 the prices have moved in the other direction, no doubt greatly in-
fluenced by the lack of enterprise occasioned by the damaging in-
fluences expected by its operation."
The report made by Consul General Frank H. Mason, four years

after the passage of the law, in response to a request from Washing-
ton for more detailed information, tells graphically how it proved to
be not only illusory, but an actual disaster for the German farmer
as well as the merchant. Writing from Berlin under date of August
28, 1900 (Vol. LXIV, No. 243, U. S. Consular Reports), he set
forth the respective claims of the two sides of the controversy and
then proceeded to give his own observations.

UNITED STATES OFFICIAL REPORT ON GERMANY'S DISASTROUS
EXPERIMENT

"The Agrarians," he said, "claim that while it has not increased
the market values of home-grown cereals in the German markets to
the extent expected, it has at least rendered them more steady and
uniform; that it has given Germany an autonomous home market,
dominated by their own grades and qualities of grain and controlled
by German conditions of supply and demand independent of the
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markets of Odessa, Antwerp, Liverpool, or Chicago, and, finally,
that it has stimulated and elevated the morals of trade—the sale or
purchase, on paper, of produce not actually in sight being considered,
from the Agrarian standpoint, to be immoral. On the other hand
the commercial and industrial classes of business men in this part of
Germany, including also many of the more intelligent agriculturists,
seem convinced that the whole effect of the law has been abortive,
and not only of no practical advantage but a positive injury to the
interest of German agriculture."

Again, speaking from his own observations, the United States
consul general says in the course of this report:
"The claim of the Agrarians that the effect of the law has been to

render steady and uniform prices of cereals is not confirmed by the
record of expert opinion, so far as the latter can be obtained. For
instance, during the summer and autumn season of 1897-98, the
natural influences of a good harvest reduced prices, and the German
farmers being put at sea as to the harvests of other countries and
therefore at the mercy of a few well-informed speculators, hastily
sold the larger part of their crops, estimated at 3,400,000 tons, at
low rates for export to France, England, and Austria. When later
in the season the wheat market rose nearly $25 per ton above the
summer rate, the deficit created by this excessive export had to be
filled by importations from the United States and Russia. Com-
mercial experts writing of the teachings of this particular episode
assert that the prohibition of legitimate speculative operations in
grain kept the price in Germany for a long time from $6 to $10
below where it would have been otherwise, and thus facilitated the
excessive exports which afterwards had to be replaced and made up
for at such heavy cost to the people. As it failed to sustain the
price of home-grown cereals during the season of plenteous harvest,
so also the law failed to restrict in any way the actual importations
of foreign grains when the needs of public consumption required them.
"In proof of these conclusions, it is only necessary to follow the

course of the market during that period and trace each successive
fluctuation to its obvious and recognized cause.
"In the year 1897 when the statute first went into effect wheat

cost in Berlin 180 marks ($42.84) and rye 130 marks ($30.94) per
metric ton. In June of the same year these grains stood at 150
marks ($35.70) and 115 marks ($27.37) respectively, or about the
lowest price that has been reached. From then on the price began to
rise continuously with small setbacks until the 9th of May, 1898,
when wheat reached 270 marks ($64.26) per ton. There was there-
fore a fluctuation in the course of the year of 120 marks in the price of
wheat and 70 marks in that of rye. From the 10th of May the prices
began to fall so rapidly and suddenly that in the first half of August
•of the same year wheat stood at about 150 marks ($35.70) and rye
at about 127 marks ($30.22) per ton. That is a decline in three and
one-half months of 120 marks -($28.56) per ton in wheat and of 60
marks ($14.28) in rye. Since then the prices for wheat have fluctu-
ated between 140 marks ($33.32) and 170 marks ($40.46) and rye
between 135 marks ($32.13) and 155 marks ($36.89) per ton.
"The reason for these large fluctuations without sale by commis-

sion were as follows:
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"The partial failure of crops in Hungary and France and light
harvests in Russia caused a rise in the world's market for wheat and
rye, which was further sustained by reductions of grain duties in
France, Spain, and Italy, by the operations of Mr. Leiter, at Chicago,
and especially by the gathering clouds of the Spanish-American War.
As a direct normal result of these causes, prices were high during the
winter of 1897-1898 and only yielded when the favorable spring
weather and fine outlook for large crops of both spring and winter
wheat broke the market and brought prices down to their natural
level. Corn and oats passed through similar fluctuations

' 
showing

that only the elementary forces of nature really control the grain
market. The German statute against speculations was powerless to
produce any other result than that of rendering the farmers subject
to the whims of local millers and small traders.
"The high average price which rye maintained in Germany during

1898 and 1899, which Agrarian economists sometimes ascribe to the
influence of the law of 1896, is easily traceable to the other facts:
Light crops in Russia—the source of Germany's chief foreign sup-
ply—the increased consumption of rye bread by the Russian peasan-
try, and the consequently greatly diminished supply for export from
that country.
"Finally, there is the interesting if somewhat less important ques-

tion, What has been the effect of the law upon the commercial classes,
members of produce exchanges, and chambers of commerce in Berlin
and the other leading grain marts of Prussia, viz, Stettin, Magde-
burg, Halle, Danzig, and Konigsberg? Upon this point, the testi-
mony of experts is practically unanimous and conclusive. The
market editor of the leading financial journal of Berlin says, in a
special report:
"The effects of the law of 1896 upon the legitimate interests of

the bourse have been disastrous. One class of business men—
commission merchants—has wholly disappeared. Through its im-
portant and direct connections with the provinces and foreign
countries, Berlin was formerly one of the most influential markets
of Europe, but since the law against grain futures went into force,
it has dropped to the rank of a small provincial market. For provid-
ing Germany with grain during periods of stringency and short
home supply, the system of buying and selling on commission
is indispensable. It protects the importer from the danger of a
heavy decline in prices by enabling him to dispose of his imports at the
same time that they are ordered. To some extent, Berlin mer-
chants have speculated during the past three years through agents
in Liverpool, New York, and Chicago, and this with the apparent
knowledge and tacit approval of the German Government, which
realizes that the German grain market is controlled by influences
outside of this country and that Germany can not play an inde-
pendent role in relation to the supply and price of breadstuffs.'
"In view of the importance and technical difficulties of this sub-

ject, it has been deemed advisable to obtain for the purposes of this
report, from a high and impartial German authority, a formal
review of the conditions which led to the enactment of the antigrain
option law, its effects, so far as they can now be estimated, and
what prospect, if any, there is on an early modification or repeal of
the statute. For this purpose, application was made to a Berlin
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jurist of high standing and ripe experience in the practice of com-
mercial law, who has with great courtesy prepared for this report
the following statement:
"The grain traffic in Germany, which 40 years ago had a limited

scope and importance and which, partly because of the limited
demand and partly on account of the restricted development of
the railway system, was confined mainly to the interior of the Empire,
has since then gradually but solidly increased as Germany became
more and more unable to produce the requisite supply of cereals.
First, from Austria, then from Russia, then from other grain-exporting
countries came especially wheat, until finally it became necessary
to supply the demand by drawing upon the general wheat market
of the world.
"'It thus followed that international commercial usages were

adopted in Germany and among these dealings in grain futures,
which had been found necessary and requisite. This international
grain trade developed rapidly in Germany and centered especially
in the chambers of commerce at Mannheim and Berlin.
" 'During the early nineties, an unusually large number of bank-

ruptcies on the stock exchange attracted public opinion in this
country much more closely to the general conditions of business on
the bourse, and led to an official inquiry into the subject.
"'Meanwhile, the Agrarian Party in Germany had acquired such

strength and influence as to practically control all measures of
legislation. A law governing bourse transactions was enacted, and
the Agrarian Party, with the hope of raising the inland market price
of grain, inserted a clause in the bourse statute absolutely pro-
hibiting the sale and purchase of "futures" in cereals and mill
products. At the same time the Prussian Minister of Commerce
issued a regulation based on the bourse law, in which he forced the
representatives of agriculture into the boards of management of the
produce exchanges, and there was chosen for the Berlin Bourse the
hotspur of the Agrarian Party, together with whom the merchants
were obliged t,o decline to work, for the reason that during the recent
debates over the bourse law the Agrarian orators had vilified the
merchants with shameless abuse. It was especially in consequence
of this regulation, which the commercial and financial classes recog-
nized as a direct slap in the face that the members of the Berlin
Produce Exchange declared unanimously (January 2, 1897) that
they would no longer remain on the bourse, and they thereupon left
it altogether. At the same time, the prosperous grain business. of
the exchange was completely ruined by the prohibition as to dealing
in futures. A number of the principal commercial cities of Prussia,
Stettin, Madgeburg, Halle, Danzig, and Konigsberg followed the
example of Berlin.
"'In consequence of the absolute impossibility of dispensing wholly

with sales and purchases for future delivery, the grain merchants were
forced to conduct their business under a plan by which they made at
places other than the bourse the so-called legal specified term orders
(handelsrechtliche Lieferungsgeschdft), in so far as they related to
produce not actually in hand. These specified time contracts are in
fact a method of business authorized by commercial law, in which the
buyer, in case of nondelivery of the goods on a specified day, must
grant (to the seller) a still further extension of time. Meanwhile the
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meetings for these operations were recognized by the officials as
"exchanges" and were ordered to be discontinued. The results,
therefore, of the prohibition of transactions in grain futures in Berlin
may be synopsized as follows:

(1) Dealings in futures are necessary and indispensable to dealers,
importers, exporters, and millers for the avoidance of mere gambling
in grain. Such dealings prevent sudden fluctuations in prices and
equalize the prices of cereals from one harvest to another in accord-
ance with the natural conditions of supply and demand. It is a fact
of definite record that since the 1st of January, 1897, our inland cereals
in spite of their good quality, have ruled considerably below the
market prices of other countries, a condition which was formerly of
rare occurrence and merely temporary.
"'(2) The legal specified term orders (handelsrechtliche Lieferung-

sgeschaft) is for a good market like Berlin no adequate substitute for
regular dealings in grain futures on a produce exchange.
"(3) With the abolition of dealings in futures it became impos-

sible to establish fixed standard prices, while prices that were made
by secret transactions have had none of the authority and fixedness
that belonged to open, legitimate operation on the bourse prior to
January 1, 1897.
"4(4) The creation of stocks of grain here in Berlin has greatly

diminished since the prohibition of dealings in futures.
"'(5) The legitimate local speculations havebeen necessarily con-

ducted in foreign markets, where they were subject to high fees and
expenses, and to the influence of " corners " all of which would have
been avoided had local dealings in futures been permitted.
" (6) The so-called "small man" in the grain trade is the one most

injured by the suppression of futures—many have been wholly
ruined; only a few have been able to maintain a modest and uncer-
tain existence.
"(7) The importation of foreign cereals—which covers only a

small percentage of the total consumption has, contrary to the hopes
of agrarians, not been affected one way or another.
"'(8) The stability of the grain market during the past three years

has been in no way affected by the prohibition of dealings in futures,
but has been solely controlled by natural causes (short crops in Ger-
many and foreign countries).
"'Quite recently there has been a movement looking toward the

reorganization of the produce exchange by means of a revision of
the bourse regulations by the Prussian Ministry of Commerce, so
as to eliminate the affront to the honor of merchants which is im-
plied by the first regulations (January 1, 1897); and since the bourse
law forbids transactions in futures, it is proposed to agree with the
Government upon the use of final bills of sale (Schlusscheine) which,
while they would not reestablish dealings in futures, would endeavor
to provide some sort of substitute for them.
"Under this new rOgime, based upon the final bills of sale (Schlus-

scheine) which have been approved by the Prussian Government, the
bourse ratification for grains and mill products is again restablished.
"On the whole, the Government is thoroughly convinced of the

unjustified injury which legitimate commerce has suffered through
the prohibition of dealings in grain futures. It knows quite as well
as the agrarians that this prohibition has secured for cereals grown
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in the interior of Germany no better market and no higher prices. But,
in view of the present dominating influence of the agrarians, whose
leaders naturally seek to avoid any confession of their mistakes, the
Government is not now in position to secure a repeal of the prohibi-
tion.'
"Such are the verdicts of two men whose positions and experience

entitle them to recognition as expert observers of the actual work-
ings of the German antioption law. While their opinions may be to
some degree shaped by their interests as members of the commercial
class in Berlin, there can be no doubt that they express substantially
the sentiment of the whole industrial and mercantile community in
this country, which, in matters of fiscal and economic policy, is op-
posed to agrarian exclusiveness and conservatism.

"FRANK H. MASON,
"Consul General.

"BERLIN, August 29, 1900"

AN UNOFFICIAL OBSERVER'S COMMENT ON WORKING OF
GERMAN LAW

The details of the German grain law legislation were graphically
explained to the American reading public in an article that appeared
in the September, 1903, issue of the Century Magazine. The author,
William C. Dreher, described the results that followed in the wake
of the decree that abolished the buying and selling of grain for
future delivery in the German Empire. He says:

"A BOLD ATTEMPT

"The bourse law of June, 1896, is certainly the most remarkable
attempt in the memory of the present generation to repress specula-
tion by legislative enactment. It boldly undertakes tasks which had
been found impossible and had long been discarded in other countries
as chimerical. The law is quite in line with the paternal theory
of government extensively applied in GerThany. It sets for itself
the praiseworthy task of helping the weak and foolish. It will pro-
tect the 'outsider' from dabbling in stocks. It aims to hedge off
the professionals by themselves and to let them work out their
own perdition. It will save the toiling farmers from 'paper wheat.'
All these millennial things by a vote of Parliament!
"The chief provisions of the law for attaining these ends are the

following: First, a so-called 'bourse register', secondly, the pro-
hibition of time bargains in industrial stocks, thirdly, the abolition
of futures in agricultural produce.
"The 'bourse register' was designed to be the strongest possible

fence that could be erected against the outsider, to keep him off the
evil preserves of stock jobbers. The law does not compel any broker
to enter his name in the ̀ register' (a book kept at one of the local
law courts), but provides that debts arising from time bargains can
be collected only by process of law, when both contracting parties
are thus registered. * * * An odium attached to registration;
and, naturally enough, this gave offense to the professional element,
and made the `register' unpopular from the very start * * *
In Berlin nearly all professional brokers abstained from registering.
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EVIL EFFECT DELAYED

"While Germany was still on the upward wave of prosperity and
everybody was making money, the bad effects were not manifest;
but later, when the tide of business activity was ebbing and specu-
lative ventures were turning out badly, cases of escaping from bourse
debts in this way became very common. * * * It was the expe-
rienced outsider that the 'register' was designed to prote( t; but the
Berlin 'Eldest of the Merchants,' the body exercising control over
the bourse, comment on these cases as follows:
"'These were by no means persons who must be classified among-

the inexperienced, but were generally rich, retired capitalists, well
situated business men, who have for years been operating in futures
and were acquainted with bourse technique.

"'CONSTERNATION FOLLOWS

"'It would be impossible to describe the consternation which took
possession of the German bourses as this dishonest way of resisting
settlement increased, and it would require much space to show how
it has paralyzed business in the great international securities.'
"The abolition of time dealing in grain and other agricultural

produce was also against the will of the Government, which clearly
recognized the economic advantages of such transactions. It will
interest the Americ'an reader to learn that the arguments made in
our Congress against futures were extensively cited in the Reich-
stag by the agrarians for suppressing them in Germany. Notwith-
standing the resistance of the Government, the amendment embody-
ing the prohibition was voted by an enormous majority (204 against
39); and so the German farmer got what American farmers formerly
demanded as the greatest possible boon that Congress could confer
upon them. It is therefore important for our farmers to note the
sequel.

"CHAOS IN PRICES

"From the moment that the produce section of the bourse quit
their old quarters there was an interregnum in the grain trade of
the country; the modern method of produce dealing was virtually
abolished. What was the result? The 'Eldest of the Merchants'
say, in their report for 1900: 'At nearly every one of our meetings,
at the beginning of the bourse interregnum, we had to answer inqui-
ries from the commissary departments of the army and navy, from
railway managements, municipal administrations, statistical offices,
etc., for trustworthy grain prices, but we were only able to answer
that "we did not know."' The report goes on to show that the
only persons getting any advantage from the extinction of the pro-
duce bourse were the provincial dealers, who charged higher premi-
ums for their increased risks growing out of the lack of Berlin
quotations.
"In other words, they paid less to the farmers and asked higher

prices from the millers.
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"GOVERNMENT ACTS

"The Government at once recognized the disadvantage arising for
all business interests through the lack of a produce exchange with
universally accepted quotations for grain. Hence, the Minister of
Commerce opened negotiations with the seceded brokers, several
months after the dissolution of their organization, looking toward
reestablishing it. These negotiations were continued for nearly
three years before all parties were ready to bury the hatchet, which
was done in January, 1900; and the brokers returned with more than
half a victory to their old hall. Even the agrarians had come to
recognize the necessity of a produce exchange, for they had bitterly
felt the lack of authoritative quotations. True, they still had the
liberty to sell their crops in advance of delivery; but they found that
they were unable to do this advantageously without quotations
recognized by all interests, and without some board of appeal for
settling disagreements as to grading. It is a highly significant fact
that one of the chief reasons influencing the Government to reopen
the produce bourse was supplied by the Minister of War, who pointed
out that, owing to the ruin of the grain trade, there would be ne
large dealers in time of war who could undertake the immense on-
tracts that the ministry would then have to place.

"FARMERS SUFFER

"The produce bourse was accordingly reopened on April 2, 1900."
Commenting upon the bad effect of the German antioption law, Mr.
Dreher says: "The position of Berlin as a grain market has been
seriously shaken. Louring the last few years the papers have fre-
quently printed comparative quotations in the leading central
markets, which prove that German prices have become sluggish in
responding to upward movements abroad, and that, therefore,
German farmers are failing to get as quick an advantage from rising
prices as those of other lands."
On page 196 of his work entitled "Speculation and the Chicago

Board of Trade," Prof. James Boyle, of Cornell University, in dis-
cussing this subject, says: "The Bremen Cotton Exchange, whose
future trading in cotton was stopped by the same bourse act, was
later reopened to future trading. Thus did Germany undergo a
change in policy toward future trading."
The author of the bill unconsciously confirms this himself, on

page 13 of his report, whereon he quotes an anonymous letter "from
a large dealer on the cotton exchange, but whose firm has requested
his name to be withheld." This letter cites future transactions in
"Liverpool, Bremen, and Havre" carried on at the present time as
proof of certain assertions that he makes.

Before leaving this subject it might be stated that the comparative
range of fluctuations before and after the German law went into
effect was fully covered in the report of the United States Industrial
Commission in 1901. At page 207 of Volume VI, it says:
"The result of the figures for 40 years (1850-1890) give 1 case

in which the predicted (speculative) price exactly agreed with the
spot price, 43 cases in which it was below the spot price by an average
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of 8.75 per cent, and 36 eases in which it was above by an average
of 9.28 per cent. The results for Germany thus seem to agree quite
well with those we obtained for the 'United States. The losses of the
bears again exceed those of the bulls, the two pretty nearly balancing
each other."
Following the reference to Canada and Germany, the report on the

pending bill reproduces "headlines and brief extracts" from news-
papers for the most part without giving the name of the paper or the
date of issue, but marshaling them in an incoherent and chaotic
fashion. In the few instances where dates are given they are shown
to have been clipped from publications issued in the second month
following the close of the hearings and the final action of the commit-
tee thereon January 31, 1926. Thus, on page 4, it is stated that dur-
ing a few hours on March 13, 1926, there was a drop of 15 cents a
bushel in wheat. The official records of the Department of Agricul-
ture show that on that day wheat varied slightly less than 2 cents
between opening price and closing price.

STATEMENT ABOUT "GRAIN CORNER" DENIED

After leaving the subject of wheat, to discuss cotton, the report
on page 17 returns to wheat with the statement: "Every man who
eats bread is to-day paying an enhanced price, not because the farmer
may be benefited from this advance, but because men cornered the
wheat market in Chicago in March, 1926." It is claimed by the grain
trade that this statement shows gross ignorance about conditions in
Chicago during March, 1926. It is said that there was no such cor-
ner, nor will the Department of Agriculture's official figures in any
way substantiate such a startling, statement. It is also claimed that
the statement "Every man who has had experience on the grain
exchanges, but has for any reason ceased to be a member, indorses
this bill," is equally inaccurate.
Mr. L. F. Gates, former president of the Chicago Board of Trade,

has protested against the manner in which his testimony is repre-
sented in the report.
"This grain futures act," writes Mr. Gates, in a letter to me dated

April 5, 1926, "was enacted only after most extensive hearings before
committees in both Houses, during the course of which it was made
very clear that the organized grain trade always opposes the attempt
on the part of any individual to monopolize or manipulate the•
markets. It can readily be understood why such action is detri-
mental to the best interests of the great majority in the trade, and
the exchanges have for many years attempted, by various rules, to
discourage such practices. Provisions of the grain futures act place
upon the exchanges the definite burden of preventing manipulation,
which they were already disposed to prevent if possible. As a
result of this law, certain changes in the rules of the exchanges were
adopted in October, 1925, which represent the best thought of
many minds as to broader means of discouraging by individuals who
for selfish purposes may wish to manipulate or monopolize the mar-
kets.
"Whether," continues Mr. Gates, "the markets can under pre-

sent conditions prevent manipulation, has not yet been fully demon-
strated, but if such steps as have been taken do not prove effective to
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that end, every effort will be made by the exchanges to find further
means of accomplishing the purpose mentioned.
"Under these conditions, Senator Caraway is very unfair in rep-

resenting in his report, that I am opposed to the grain futures act
if under its terms the market can not be manipulated. A casual
reading of the Senator's report indicates many misstatements therein
and many half truths, which give false impressions of the situation.
"The grain exchanges of the United States are purely American

institutions, just as the United States Senate is a purely American
institution. Both institutions have in the main served the people
of the country .well. Neither institution is or ever will be entirely
free from criticism. A few men of radical tendencies would wish to
abolish both institutions without providing any better means of
accomplishing the work which they are doing. It is inconceivable
that any thoughtful individual should wish to destroy the grain
marketing machinery of the United States without making any
attempt to set up other machinery to do its work."

Throughout the consideration of this measure it was apparent
that the author had in mind primarily the suppression of the cotton
exchanges, and as has been previously stated he voted at the conclu-
sion of the hearings to entirely eliminate all reference to trading in
grain.

Nevertheless the grain trade in all of its branches was no less em-
phatic than the cotton men in expressing their unequivocal con-
demnation of the bill.
Former President L. F. Gates, of the Chicago Board of Trade,

said (p. 175 et seq.):
"If I were an attorney and this were a trial, at the conclusion of

the evidence in favor of the bill I should have moved that the case
be dismissed so far as the grain exchange is concerned, because in
the last five years the exchanges have been put under governmental
supervision through the grain futures act. The form of this bill, in-
cluding the grain exchanges, is just the same, as I recall it, that it
was five years, ago. There has been no change in the indictment
since the original bill was drawn, and there has been a very material
change in the situation as between the Congress of the United States
and the grain exchange. You have nominated us as an essential
industry. You have stated in the grain futures act that we were a
public utility, and have put us under regulation because we were a
public utility.
"It seems to me it would be only fair to see how that works out,

until the grain futures administration has had an opportunity for
sufficient study of the data which they gather every day to justify
some conclusion on their part as to how the system could be im-
proved.
"It is the desire both on the part of the grain trade and on the

part of the grain futures administration to improve the system
wherever it is found possible to do it and they are studying these
data from day to day, from week to week, and from month to month.
"As a result of the markets we had last winter, which were not

satisfactory to the grain men any more than they were to the grain
futures administration, certain changes were made in the rules of all
the exchanges in cooperation with the Department of Agriculture.
That has worked well so far. A business conduct committee was
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established in each exchange to supervise in cooperation with the
department, the trading from day to day, and in December, when we
had a very serious situation, or one which offered material possibili-
ties of trouble, that cooperation resulted in the contracts being settled
without any defaults, and for the satisfaction of both sides. During
that time there was an extremely disturbing Government report
which appeared, which was based on a revision of acres, according to
the census, which came as a slap in the face at all established ideals as
to what supplies were. Under those conditions you are bound to
have fluctuations in price. There is nothing you can do here that
will avoid fluctuations in the price of commodities which are growing
throughout the year in different parts of the world. Information
about those crops has an effect on the sentiment of traders who are
daily in the market and on those who need to use the commodities
themselves.
"It seems to me only fair that the indictment should be dismissed

as to the grain exchange defendants, if this may be called a charge
against them, which we consider it is.
"All the transactions which this bill would cover are covered in the

contract markets which are the only markets which can now operate
in the United States. A part of the trouble last year with our
markets was due to the fact that we did not have what we call our
indemnity trading,_ puts and calls, bids and offers, which insures a
man against the changes from day to day on his future contracts.
In the last month or so the Supreme Court has held that a part of
the old future trading act is unconstitutional. You will recall that
there were two acts passed, one based on the taxing power, which
was declared unconstitutional by the Supreme Court in the case of
Hill v. Wallace. That cut out all of that bill except that part re-
lating to the indemnity trading.

"Recently, in a case coming up from Kansas, the Supreme Court
has declared that part of the former law unconstitutional, but in
the meantime Congress has passed a law based upon the commerce
power, control of commerce, and in that law has designated the
exchanges as clothed with the public interest, a public utility, which
necessitated governmental supervision.
"As I said before, I think it is only fair that so far as the grain

exchanges are concerned the Government and the grain exchanges
should be permitted to work it out, and arrive at some conclusion as
to how the machinery can be improved if that is possible. It has
been possible to greatly improve the machinery since it first func-
tioned, simply by a natural evolution of the business which has
been going on all the time, and we hope that that will be hurried
somewhat by the better cooperation now between the representatives
of the United States Government and the representatives of the
exchanges, all of which are now nominated to handle future trading.
They are called contract markets and must submit to this super-
vision in order to function at all. Otherwise their transactions are
outlawed."
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REPRESENATIVE GRAIN MEN WHO OPPOSE THE BILL

Other members of the grain trade who appeared in opposition to
the Caraway bill were:
Mr. Charles Valier, of the Valier-Spiese Milling Co. of St. Louis,

Mo. (p. 99 et seq.).
Mr. H. P. Gallaher, vice president of the Northwestern Consoli-

dated Milling Co., Minneapolis, Minn. (p. 103 et seq.).
Mr. Fred J. Lingham, president of the Federal Milling & Elevator

Co. Lockport, N. Y. (p. 112 et seq.).
Mr. Theodore E. Cunningham, broker, Chicago, Ill. (p. 153 et

seq.).
Mr. Frederick E. Winter, member of the Chicago Board of Trade

and grain buyer for the Quaker Oats Co. (p. 161 et seq.).
In effect the grain interests testified that S. 454 was generally

regarded as a cotton measure, but by its terms includes grain as well
as cotton, which explained their presence to oppose it.
As relates to grain, it was testified that the bill disregards congres-

sional investigations covering a period of 30 years or more, finally
resulting in the grain futures act of 1922, in which the essential
character of grain exchanges was recognized and such exchanges
placed under supervision of the Secretary of Agriculture. Also that
members of such exchanges have been for several years making daily
reports of their activities to the Secretary of Agriculture, whose
letter to Chairman Norris in regard to S. 454 indicated that he feels
no destructive measures should be adopted by Congress unless a bet-
ter machinery is set up to take its place. The consensus of opinion
was that Senate bill 454 has for its purpose the destruction of present
markets through so limiting their activities as to make them ineffec-
tive. By the terms of this bill, only intrastate transactions would be
permitted, except where orders were accompanied by affidavits in
regard to intention to deliver. Such curtailment would destroy the
hedging market through which dealers are enabled to have no interest
in price but only in their handling charge. Dealers making contracts
at the present time (February) would be compelled to hold the grain
until May and then deliver on their hedges were this act to become
law. This would prove serious interference with business, would
interfere with financing grain operations, and would, consequently,
greatly reduce the amount of grain which individual dealers could
handle. It would also interfere with the ordinary merchandising of
grain in the direction in which the best demand might arise.
The bill, it was emphasized, is wholly destructive; not in harmony

with action which has been taken by Congress during the past five
years; and if enacted into law would unquestionably bring on wide-
spread panic originating in the grain belt.

• A very clear-cut statement with respect to grain and, in general
tenor, typical of all the rest, was that of Frank J. Delany, of Chicago,
not a speculator, but in the business of buying and selling carloads of
grain and operating a small elevator in Chicago. He stated:
"I know from my competition with the big houses that I could

not survive and compete at all, if it were not for the opportunities
which I have to hedge my purchases. I could not hedge these pur-
chases if it were not for the activities of the speculator.
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"Right now the speculator is the best market in the world for corn,
for there is no place in the United States or abroad that I can sell my
daily corn purchases within 6 or 8 or 10 cents a bushel of the price
at which I am able to sell it to the Chicago speculator who is buying
corn because he believes in an ultimate enhancement of values.
I certainly hope that the speculator is right and gets a profit out of
his purchases, and I wish there were more of him, because it is his
activity that permits me to conduct a merchandising business with-
out speculation and secure a small profit, but a sure profit.
"The farmer, of course, does not appreciate that speculation always

means enhancement of price. That is true whether the speculation
is in corn, land, hogs, cotton, copper, or oil, and he should foster
speculation rather than let his leaders attack it.
"However, nobody can blame men of means for refusing to com-

mit themselves to investments in grains when they are practically
assured that that commitment means that they and their affairs will
be the subject of espionage and snooping around by governmental
bureaucrats and governmental functionaries of one kind or another.
They realize that their monetary investment is at the mercy of rules
and regulations and all sorts of complications that may develop
overnight. These things have the effect of destroying confidence,
and it is the destruction of confidence that ruins banks and markets.
The destruction of markets means destruction of competition and
destruction of price because it makes opportunity for monopoly.
And the producer bears the ultimate burden. Too bad these blatant
guardians and advisers of the farmer can not be brought to realize
this."

STATEMENT OF PRESIDENT SPRING WHEAT MILLERS

H. P. Gallaher, president of the Northwestern Consolidated
Milling Co., Minneapolis, testified (p. 103 et seq.) in behalf of the
Spring Wheat Millers' Association, which includes practically all the
mills of Minnesota, North Dakota, South Dakota, and Montana.
"I have been milling spring wheat for approximately 50 years-

491A years, to be exact. I want to continue milling spring wheat for
a time at least, if I may be fortunate enough not to be put out of com-
mission by unwise legislation such as my spring-wheat milling firms
and competitors and I would recognize the passage of this Caraway
antifutures trading bill bo be," he said.
"As stated, I represent the spring-wheat millers of the Northwest.

The following is, in substance, their views on this issue:
"The abolishment of futures trading in grain would, we are sure,

prove to be a serious handicap to the milling industry, not only in
the Northwest but elsewhere. Flour milling of to-day is a strictly
manufacturing and merchandising business. Such profits as are
acquired are from grinding wheat into flour and selling the flour and
its by-products at prices greater than the combined cost of the raw
material, wheat, and the expense of manufacturing same. The flour
miller does not wish to engage in a speculative business. He does not
wish to become the victim of market fluctuations in the price of
the raw material, wheat, hence his opposition to this antifutures
trading proposal.
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"Through the medium of futures markets of the grain exchanges,
the miller takes advantage of the insurance which such exchanges
afford against the hazard of fluctuating prices in wheat. It makes
little difierence to the miller whether wheat is $1, $2, or $3 per bushel.
Through the purchase of contracts for raw material, wheat, at the
time of his sales of flour for future delivery he protects himself against
subsequent fluctuations and makes his profits, if any, entirely from
the manufacturing and merchandising of wheat products. Since the
miller with access to futures trading privileges does not have to take
the risk of subsequent fluctuating wheat prices, he is able to do busi-
ness on a much narrower margin between cost and selling price than
would be possible were this privilege denied him. The risk involved
in nonprotection through abolishment of futures trading would
increase the spread between the price the farmer gets for his wheat
and the price the consumer pays for flour produced therefrom.
"The elimination of futures trading as provided for in this bill will

take flour milling out of the manufacturing and merchandising class,
and place it at once in the class of highly speculative business. This,
in our opinion, would be most unfortunate, and probably disastrous,
not only to the millers but to farmers, who would necessarily get less
for their grain, and to consumers, who would necessarily pay more
for their flour requirements. My milling friends and I, myself, feel
that the passage of the Caraway antifutures trading bill would create
a situation similar to one which would develop if this Congress would
pass a bill prohibiting farmers, grain dealers, and millers from em-
ploying insurance of any kind for protection against loss of their
physical properties. Such a situation would require each individual
to assume his own risks and greatly increase his costs. It would
become an economic absurdity to force farmers or business men to
assume such risks when insurance companies organized for the pur-
pose will carry and redistribute these risks at a very much lesser cost.
"I want to repeat that the passage of this bill will put the miller

into a highly speculative business, reduce the relative price the farmer
gets for his grain, and will force the consumer to pay more for his
our needs.
"The spring wheat millers arp unanimously opposed to the elimina-

tion of trading in grain futures unless and until some other system of
insurance for assuming risks due to fluctuations in grain prices can
be set up that will enable them to continue their business on a strictly
manufacturing and merchandising basis. We do not want to become
speculators nor are we willing to be forced into such position, hence
we sincerely hope the Congress will not pass this Caraway anti-
futures trading bill, and thus compel us to depend upon hazardous
speculations for our earnings and existence."
"The Millers' National Federation, whose membership represents

a production of about 75,000,000 barrels of flour a year, or 65 per cent
of the total annual output, including exports, took a vigorous stand
against the bill."

VIEWS OF NATIONAL MILLERS

Speaking for the National Millers' Federation, Hon. Sydney Ander-
son, former Member of Congress, pointed out (p. 105 et seq.) that the
futures exchange performs two fundamental functions.

S R-69-1—vo1 2-8
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"First," he said, "it is a price-making and price-recording machine;
and second, it provides a means of distributing the risks which are
involved in making future sales of flour, and in the accumulation of
stocks of wheat during the early period Of the crop year.
"Approximately 70 per cent of the wheat crop reaches the terminal

markets before the 1st of January. This means that stocks of wheat
must be acciunulated subject to the risks involved in price changes
during the remainder of the year, unless there be some way by which
that risk can be spread and distributed, as it is through the medium of
the exchange."

After explaining in some detail the vital interrelationship between
the milling industry and the futures market with its hedging facilities,
Mr. Anderson continued:
"I want to emphasize the fact that under this situation of forward

sales of flour and the necessity of accumulating stocks of wheat the
sales hedging is an absolute necessity. The question has been asked
here several times as to what would happen in case the future sales
are done away with, or, as is provided by the Caraway bill, that trades
could only be made where they were in contemplation of delivery.
I think that question is very easily answered. The first thing that
would happen would be that the miller—and the miller represents 80
per cent of the market for wheat in this country—would immediately

stop buying wheat. He would have to stop buying wheat. He could

not afford to accumulate stocks under those circumstances. The risk

involved is too great. When you realize that a difference of 1 cent a

bushel on 1,000,000 bushels is $10,000 and that many mills accumu-
late 4,000,000, 5,000,000, 8,000,000, 10,000,000, or 15,000,000 bushels

and sometimes higher than that—and stocks held by mills in the

United States are as high as 170,000,000 bushels—you realize that
there is very great risk involved. So the first thing that would happen

is that the mills would be unable to buy wheat except for immediate
delivery and for immediate necessity, and they would have to con-

tinue to refrain from buying until the price was sufficiently discounted

to insure them against the risk of loss by reason of declining prices.

That would inevitably widen the margin between the price paid to

the producer and the ultimate price raid by the consumer. There

seems to be no other way out of it.
"Senator SMITH. In other words before he made his sale of flour

he would have to know what he would pay for that immediate quan-

tity of wheat to convert into flour?"
4 MT. ANDERSON. Exactly."
"Senator SMITH. And he would have to allow, in order to protect

himself against accumulating a stock and selling his flour, a wheat

decline which would vitiate his sale of flour?"
"Mr. ANDERSON. Yes; and with 70 per cent of the wheat coming

on the market during the first six months of the year it is perfectly

obvious what would happen. As it is now, the effect of this 70 per

cent of wheat coming on the market during the first six months is

spread over the entire year, evened out by the accumulation of stocks

and selling of options against them, but the whole force of this 70 per

cent coming on the market during the first six months of the year

would immediately result in depression of price to the point where

the buyer felt that he could afford to take the risk involved. There
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is not any other answer to it.
would be true of cotton, oats,
"Senator RANSDELL. With

less for it?"
"Mr. ANDERSON. With the

for it."

I would assume that the same thing
and corn."
the result that the farmer would get

result that the farmer would get less

GREAT CALAMITIES FREQUENT PRIOR TO FUTURE TRADING

G. F. Ewe, vice president of the Van Dusen-llarrington Co., and
a grain man of 45 years' experience (hearings, Senate Agriculture and
Forestry Committee, p. 129 et seq., 69th Cona.), testified the bill
would destroy futures trading and create a condition such as that
unhappy one that existed prior to 1871, the year preceding the
establishment of the futures grain market with its hedging, or insur-
ance, facilities.
"My father was in the grain business in the late fifties, and they

had no future trading at that time. The Mississippi River was then
the only avenue of commerce available, and they had to exact a toll
of 25 cents a bushel when navigation closed, so as to try to create a
condition that would protect them against loss because they could
not trade in futures, yet all the grain men in the business at that
time went broke."
"An examination of this bill," Mr. Ewe continued, "discloses

that, while it is entitled 'A bill to prevent the sale of cotton and
grain in future markets,' it is restricted by its language to apply to
the use of messages in connection with the making or offering to
make or enter into contracts for future delivery.
"Message' is defined in the bill as meaning any communication

by telegraph, telephone, wireless telegraph, cable, or other means
of communication from one State or Territory of the United States
or the District of Columbia to any other State, or Territory, or the
District of Columbia or to any foreign country.
"Under this definition any contract for future delivery that

involved the use of any communication from one State to another
or to a foreign country would be affected
"The making of contracts for future delivery has become a part

of the grain business, and has developed into a system which, in its
functioning, involves transactions made directly, as well as trans-
actions where it is necessary to use some form of communication,
usually telegraphic, with parties in other States, so that it is im-
possible to separate the two. In my opinion a very large percentage
of these transactions involves the use of a message as defined in
the bill from one State to another, and the practice as a whole would
be affected by the enactment of the proposed bill."
As to the bill's bearing upon the credit side of the industry, Mr

Ewe said:
"It is impossible to separate the grain business from business as a

whole, and particularly is it intimately related to our banking system
and credit facilities. Our enormous grain crops are financed from
year to year without any appreciable disturbance to our financial
system and th position of the grain trade, from a credit standpoint,
has been developed largely on the strength of its accomplishment
along the line of taking the grain business out of the realm of every-
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thing that is speculative and putting it on an absolutely sound and

substantial. basis.
"All of this machinery would be disrupted if future trading were

eliminated or seriously interfered with, as would be done by the

adoption of the proposed bill. Banks would hesitate about extending

credit based upon warehouse receipts as security; and if they did

extend credit, then it would be only up to a small percentage of their

value to take care of possible price fluctuation, except perhaps in the

case of the strongest organizations financially."

GRAIN BANKERS STRESS IMPORTANCE OF HEDGI
NG

Bankers who testified to the high importance of the hedging market

in the financing of the grain crop included J. B. Byam, vice president

of the First National Bank, Minneapolis, and J. E. Maass, vice

president of the Illinois Merchants Trust Co., the second largest bank

in Chicago.
Asked whether it was true, as one witness had testified, that the

law would "create the greatest panic we have ever had in America,"

Mr. Maass replied (FIearings, Senate Agriculture and Forestry Com-

mittee, p. 172 et seq., 69th Cong.) : "I do not want to go as far as

that just now. It would be a very serious situation, in my mind."

Mr. Byam gave a brief account of the financing of the grain crop,

showing the importance of futures from a credit standpoint. (Senate

Agriculture and Forestry Committee hearings, p. 147 et seq., 69th

Cong.)
".At the commencement of the grain season advances are made

to grain companies and commission firms, based on their statements

of volume of business and the responsibility of the individuals com-

posing the firms. The funds so advanced are in turn advanced by

the commission houses to the farmers' elevator companies and other

companies, and are used for the purchase of grain at country points.

The buying of grain now commences, purchase prices being based on

Minneapolis cash price, less freight and service charges.
"As grain is purchased and the cash paid out, the company protect

their purchase price by selling a future for a like quantity of grain.

This hedge in all likelihood is placed through the Minneapolis repre-

sentative in the pit. The company by selling a future have elimi-

nated the risk of a loss through a fall in prices. The grain must be

accumulated at the country elevator until carload lots have been

received, so there may be time when quite a period elapses before

grain bought for cash will realize the cash.
"It will readily be seen that from the bankers' standpoint the sales

of the future greatly improves the credit risk, since otherwise serious

losses might be taken. The bank would very soon call to account a

company not properly hedging its purchases. This, however, does

not happen, owing to the high integrity of the men in the grain busi-

ness and the excellent management of the companies.
"A large volume of the grain bought by the country houses is

shipped to Minneapolis, where it is sold for cash to the terminal

elevator companies and the milling companies. Against grain

stored in the elevators terminal receipts are issued, and the owner 
of

one of these receipts is entitled to actual possession of the grain.

This receipt is registered by the Railroad and Warehouse Commissi
on
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of Minnesota, and the grain is officially inspected and graded, making
this receipt, we believe,, the very highest class of security. The
liquidity of the security is assured by the fact that a future has been
sold against it, and one of the essentials in this class of securities is
that it has been hedged either by contract or by sale of option. These
terminal receipts are the basis for the largest amounts loaned by the
banks and are ordinarily loaned against vcoith a 10 per cent margin.
The bank is assured of the marketability of the collateral by the fact
that it is sold for future delivery. There has never yet been a loss
on this class of paper, which is its own recommendation. The
importance of the grain business to the Minneapolis banks may be
appreciated by the fact that in our own case at a recent date, of the
total commercial loans, nearly three-fifths were to grain and milling
companies. These loans in the usual course of business will be
liquidated before the commencement of the next grain movement."

STUDY IN WHEAT FUTURES-STANFORD UNIVERSITY

A study in wheat futures from the press of one of the great American
universities is perhaps the most satisfactory document yet to appear
on this subject that might be regarded as supplementary to the
findings of the Industrial Commission referred to elsewhere in this
report. A great deal of water has passed under the mill since that
report was made to Congress a quarter of a century ago. Not only
have revolutionary methods been wrought in the marketing of all our
staple crops, but there have been vast changes in the ebb and flow
between " the maximum limit of profitable consumption and the
minimum limit of profitable production," a term employed by
economists to describe the ideal situation to be sought.

After a disinterested investigation, made in the quiet shades of the
academy, and apparently freed from the influences of either side
of the controversy, this study by Stanford University, Calif., of
present-day phases of the wheat problem, resulted in the same gen-
eral conclusions as those arrived at by the Industrial  Commission.
The result of this investigation was published in "Wheat Studies"

of the Food Research Institute of Stanford in January, 1926, volume
2, No. 3, the article being entitled, "The cost of trading in wheat
futures." The entire article is worthy of the closest study, and I
attach it hereto as Appendix A. A few extracts are quoted:
"At present, agrarian leaders and wheat growers realize that

grain exchanges contribute services to producers and consumers,
though there is wide difference of opinion as to the net money value
of these services.
"The grain exchanges are, firstly, markets where the prices of

wheats are publicly registered, where wheat is bought and sold by
by grade, on analysis, spot, in warehouse, to arrive, on con-

signment, and for deferred delivery. Price registration is favored
by active speculative interest. Secondly, grain exchanges are markets
in which contracts to buy and sell wheat for future delivery are used
for the hedging of purchases and sales of country elevators, terminal
elevators, mills and other converters and exporters, in the endeavor
to secure a relative insurance against price fluctuation that would
remove them from the open domain of speculation. Thirdly, grain
exchanges are markets in which speculators buy and sell contracts
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for future delivery without intent to deliver. Whenever in the com-
petitive system an unusual risk arises, speculators assume it and pro-
ducers and consumers pay for the service. The chief economic
justification of such speculation rests largely on the experience that
hedging is effective only when superimposed upon a speculative
market wide enough to absorb the hedges. These are the broad
functions of grain exchanges, irrespective of hypotheses as to the
time and space relations of cash and future prices."
" * * * One can not discover a basis for the contention that

the cost of futures trading is carried by wheat growers alone. This
cost is paid by growers, consumers, and speculators. * * *"
"It may be said of the wheat pit, as was recently remarked of the

British grain trade: 'There is a constant rain of optimists pouring
through this trade who enter with money and go out with none."
"* * * It is not possible to find data to sustain the statement

that the profits of futures trading come out of the pockets of wheat
growers as a net result of the total operation."
"* * * It is difficult to find ground for asserting that this

profit comes out of the grower or the consumer, or that it represents
an extension of the otherwise existing margin of prices. Instead of
regarding the profit of hedging as a usury, in view of the competi-
tion within the trades it is more probable that the flour miller and the
grain dealer count on the profit of hedging in order to practice com-
petitive price cutting. It is not good trading logic to .hold that the
grower has no share in the indirect and direct profit of hedging, but
bears the major share of the indirect and direct losses of hedging.
Furthermore, it is arbitrary to assume that eventful hedging losses
are passed back to the grower and not forward to the consumer."
"* * * On the other hand, speculative trading up to a certain

point has the effect of minimizing fluctuations, but beyond that point
may provoke them. The abnormal fluctuations proceeding from
exaggerated future trading are to be contrasted both with price
movements under normal conditions of future trading, and with price
movements in the absence of contract markets. One may be fully
convinced of the needlessness and injury of the abnormal price
fluctuations that flow from exaggerated future trading, and at the
same time regard grain exchanges as indispensable in the merchandis-
ing of American grain. This is apparently the opinion of the Depart-
ment of Agriculture—that there is a use of future trading and also an
abuse—and that it lies within the powers and duties of grain exchanges
so to regulate trading practices as to conserve the usefulness of future
trading without incurring or provoking useless price fluctuations.
This also is the position commonly stated by millers, merchants, and
exporters. But opinions differ as to the best form of regulation."

The general inductions to be drawn from a review of past relations
of trading in futures to the growers' price of wheat may be formulated
as follows:
"1. It is commonly believed that trading in futures has exerted a

stabilizing influence, and that the margin of merchants and millers
has been narrowed; this is interpreted as having improved the
weighted price of the bushel of wheat to the grower.
"2. Under abnormal circumstances abusive forms of speculation

have developed that have had the effect of introducing abnormal
fluctuations into the price of wheat and have widened the margin of
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millers and merchants, and may have reduced the weighted price of
the bushel of wheat.
"3. We possess no statistical affirmation of the contention that the

costs, profits, and losses of speculation and hedging have come out of
the price of wheat; these are to be considered as having been divided
between wheat growers, losing speculators, and consumers in indeter-
minate proportions.
"4. It is generally believed that. the losses falling upon wheat

growers as their share of the costs of speculation have been lower than
the gains accruing to the growers under the system of merchandising
wheat on grain exchanges. In our view, the evidence indicates
indubitably that the net result of the existing system of trading in
futures, under open competition on the wheat market, is to increase
the weighted farm price of wheat; but adherence to this view is coupled
with inability to offer a figure for such net increase per bushel. For
the present this must remain a qualitative appraisal."

COTTON FUTURES CONSIDERED

Following the consideration of the Canadian wheat situation, the
report proceeds to discuss cotton, on page 6, with this statement:
"The grower of cotton is even more helpless than the grower of

grain. The cotton exchanges are most subject to the control of the
speculator, if possible. than are the grain pits.
"The first day of the hearing on this bill, which occurred on the 14th

of January, 1926, and it may be said that every witness except the
two furnished by the Department of Agriculture were witnesses
directly or indirectly interested in the speculative markets. It was
under these conditions, only, that a vote was able to be had in the
committee."

If not even one solitary witness appeared to urge the merits of this
bill, it was not due to the fact that they were denied an opportunity
to testify. During the numerous public hearings that were had on
it in the Sixty-seventh and again in the present Congress every facility
was afforded all interests to be heard by advance notice in the news-
papers, the trade journals, and by letter. As a result, numerous
witnesses did come from every section of the cotton producing and
consuming States, extending from New York to Texas. Several
witnesses came from Arkansas, the home of the author of the bill,
but they testified that the sentiment in that State as elsewhere was
overwhelmingly against its enactment. The dates of the different
hearings in the Sixty-seventh Congress and in this, together with a
list of the witnesses who appeared, are set forth in the digest of those
hearings which follows.

It is not necessary, however, to turn to this ex parte evidence for a
refutation of the charges of manipulating prices and other dishonest
practices which the author of the bill in his report, lays at the doors
of the cotton exchanges. The commercial practices and the chicanery
and fraud resulting therefrom, which it is claimed this legislation will
abolish, have been previously probed and reported upon by an
agency of the Federal Government. Congress, by the act of June 18,
1898, created an Industrial Commission to investigate questions per-
taining to immigration, to labor, to agriculture, to manufacturing,
and to business, and to suggest such legislation as would harmonize
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conflicting interests and be equitable to the laborer, the employer,
the producer, and the consumer. That commission made the most
painstaking and elaborate studies of the subjects above specified,
that have ever been undertaken by the Federal Government, and its
investigation of the cotton and grain exchanges was especially
thorough. The identical charges that are now made were then
examined from every angle and at the conclusion of their labors they
reported to Congress that it was a mistake to represent speculation
in futures as an organized attempt to suppress prices to producers.

"First. Because every short seller mast become a buyer before he
carries out his contract.
"Second. Because, as far as spot prices are concerned, the short

seller appears as a buyer and not as a seller, and therefore, against
his own will, is instrumental in raising prices.
"Third. Because, as far as 'future' prices are concerned, the

'bull' in speculative buying counteracts the effects of speculative
selling of the 'bear.' 
"Fourth. Because the 'bull' in his realizing operations when

depressing prices, is counteracted by the opposite effect of the
'covering'movements of the ' bear

' 
' the two sides thus keeping the

market price about where it would be kept in the long run if instead
of 'bulls' and 'bears' there would be ordinary legitimate buyers
and sellers.
"Fifth. Because, as has been shown, future sales are not made at

a uniformly lower price than the corresponding spot price, but on
the contrary are on the average a little above spot prices to meet
the cost of storage, interest, and other charges.
"Sixth. Because, as has been shown, neither the 'bears' nor the

'bulls' are uniformly on the winning side, but are about equally
losers and winners, thus proving that one is about as important
and influential a factor in the market as the other.
"Seventh. Because evidence believed to be conclusive has been

presented showing that, under speculation, prices prevailing at the
time when producers dispose of the greater part of their products
are greater in comparison to the rest of the year than they were before
the advent of modern speculation."

This summary made by the Industrial Commission in 1901, on
page 223 of Volume VI, after more than two years of patient investi-
gation, simply deals with the broad philosophy of future trading,
when unencumbered by artificial restrictions. There remained on
the American exchanges for more than a decade after that report
had been made certain practices that had been superimposed upon the
futures system by rules and regulations in individual trading centers,
which in no way contradicted the findings of the commission. Thus,
the practice of settling contracts by the method of "fixed differences"
between grades, which had prevailed at New York almost since the
foundation of that exchange, remained a source of irritation to the
great bulk of the cotton trade, until it was finally abolished by the
Smith-Lever Act of 1914, which gave statutory effect to the system
of settling by "commercial differences" then prevailing in the New
Orleans futures market, which has resulted in silencing most of the
rational criticism formerly aimed at the exchanges.

After charging that the cotton producer is more helpless in the
hands of the speculator than the grower of wheat, the author of
the bill in his report quotes Mr. Palmer, the official of the Department



TO PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS 31

of Agriculture charged with the supervision of cotton marketing
with admitting: "That the cotton exchanges furnished no safe
hedge for the cotton merchant; that the markets could he so manip-
ulated that one who tried to hedge upon it could be beaten out of
at least $7.50 a bale."

There is then reproduced at considerable length the testimony of
Mr. Palmer. The questions and answers speak for themselves.
Some readers, no doubt, will experience just as much difficulty in
reaching the conclusions which the author of the re-3ort draws from
the testimony of Mr. Palmer with respect to cotton :ledges as others
have felt after reading both the testimony and the report in agreeing
with what the latter states with respect to the grain exchanges in
Canada and Germany.

FREE SILVER ADVOCATES OPPOSED COTTON FUTURES

The letters and fragmentary newspaper clippings which follow
the extracts from the testimony of Mr. Palmer are intended to show
that the cotton market is constantly manipulated to the detriment of
the producer. This has been the burden of the complaint against the
cotton exchanges since the agitation for their abolition was started
and was one of the principal subjects to receive the attention of the
Industrial Commission. In fact, the creation of that commission was
largely due to the vehemence with which this identical charge was
.made in one of the most voluminous as well as one of the earliest
reports to the Senate. It was in the Fifty-third Congress (1895, S.
Rept. 986), and the low price of agricultural produce prevailing at that
time was attributed to two main causes—the dealing in futures and
the failure of Congress to enact a law permitting the free and unlimited
coinage of silver.
As "There seems to be no immediate prospect for the great remedy

needed to raise the price of cotton, to wit, the remonetization of
silver, says the report (p. XLII) it becomes our duty, therefore, to
consider such other remedies, or, rather, palliatives, for the prevailing
distress which may be in our reach." The principal remaining
remedy, as the report pointed out, was the abolition of the futures
exchanges, adding, on page XX, "That Congress not only has the
power to abolish them, but is in duty bound to do so."
With the first palliative, the free coinage of silver, it is not neces-

sary to deal. That issue has been considered and disposed of in the
broad forum of a national election, and if ever an economic question
was settled by the decisive verdict of the American electorate it was
the silver question. The other remedy, the proposed abolition of the
futures exchanges, has not been so decisively disposed of because it
has never been made a paramount national issue, although it has
been successfully met and answered every time it has arisen. One
of the most complete answers to the arguments of its proponents was
made in the same volume (VI) of the report of the Industrial Com-
mission already quoted, at page 191, in reply to that same Senate
report, and sounds almost like a contemporaneous document. It
says:

"Speaking of speculations in middling cotton, the Senate Commit-
tee on Agriculture and Forestry has this to say in its report: 'In fact
we fmd * * * that uniformly sales of futures are made on every
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day at a lower price than the value of middling on that day.' The
inference implied in this statement is that because cotton futures
for the current month are always below the spot prices on the day
when contracts for future delivery are made, they have an effect of
depressing the spot prices.
"If that were the case we should look for a gradual decline in spot

prices in the course of each month; but a glance at the tables of daily
cotton prices will convince us that no such thing takes place, prices
going up and down in the course of the month according to circum-
stances.
"But we need not rest our conclusions on mere negative proof.

Let us analyze somewhat deeper the assertion of the Senate com-
mittee. To quote the passage in full: 'We find that the very form of
the contract—a sale of cotton generally to deliver any or all of about
30 grades upon what is called the basis of one grade alone as the
fixer of the price—necessarily depresses the price. In fact we find,
while these sales are made on the basis of middling—i. e., for a price
which represents the value of middling cotton—that uniformly sales
of futures are made on every day at a lower price than the value of
middling on that day."
"Thus we see that the distinguished committee find fault first not

so much with the system of 'futures' itself, but with the fact that
the contract for delivery is not limited to one grade only, and con-
sider the lower prices of futures as the inevitable consequence of that
condition. And yet in the case of wheat contracts a similar rule is
observed without leading to any such results. On the contrary,
prices of wheat futures are as a rule somewhat above spots by the
amount equal to the cost of storage, insurance, etc. How is the
difference to be accounted for? It is due to an important difference
in the provisions for the deliveries of the respective products. In
the case of wheat, if the seller is unable to deliver at the required
time the contract grade of wheat, he has the option to deliver any
higher grade, and the buyer is compelled to accept it after payinc,-
the seller the market difference between the values of the grade
received and that contracted for. In the case of cotton the rule is
reversed, and the seller may deliver almost any grade poorer than
the contract grade middling cotton—the buyer being compelled to
accept it after deducting from the price the market difference between
the values of the grade delivered and middling. This creates an
anomalous situation, and is considered a great evil by many people
in the trade. A manufacturer or broker who knows he will need in
the future a certain quantity of middling cotton buys it for future
delivery, and yet is not sure that after the contract has been carried
out by the other party he will get what he wants. The chances are
that he will get a grade that he can not use, and to insure himself
against possible loss he pays a lower price than what he would be
willing to pay for middling cotton.
"The uniformly lower price of future cotton as against spot is,

therefore, not due to the fact that, 'one grade alone' is used 'as the
fixer of the price,' but to the fact that, unlike in the case of wheat,
poorer grades than that contracted for may be forced upon the
purchaser, who is thus obliged to discount the price as a means of
insurance against possible loss.
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"But, that being the case, is not the power for evil on the part of
future sales as a competitor of spot sales considerably cut down?
If intending purchasers of cotton can not rely as well on their future
contracts as do the purchasers of wheat, does not that tend to raise
the value of spot cotton, the only one dealt in by the producer, as
compared with future cotton? Of course it does, as the testimony
of the committee just quoted duly bears witness.
"* * * A glance at a table of daily quotations of 'future'

prices, either of wheat or cotton, will convince anyone, that 'futures'
and 'spots' as well, just as frequently go up in the course of the
month as they go down."

This is a statement in broad terms of what are only the immutable
laws of trade. Of course, with shifting conditions in harvesting,
transporting, and marketing the crops the rules and practices under
which trading in cotton or any other commodity are carried on must
be changed to meet them, but basic principles do not change. Some
conditions have arisen in different branches of the cotton trade
within the past few years that were not anticipated three decades
ago when the Industrial Commission made that report, and
within the past fortnight there have been demands for their
correction at two representative meetings in Texas and Georgia that
were couched in language as plain spoken as some of the protests
which preceded the enactment of the Smith-Lever law. That meas-
use, it will be recalled, practically eliminated the abuses in the cotton
trade that were crying out for correction at the time of its adoption,
and one of its principal merits has been its elasticity in solving the
problems of the trade as they arise. Under the Department of
.Agriculture that act has been administered in a manner that has
won the confidence of all branches of the cotton trade from producers
to spinners, and there is every reason to believe that this wise admin-
istration will and should be continued. In view of such general
satisfaction in the operation of the existing law such legislation as
is proposed in the bill S. 454 not only becomes unnecessary, but if
attempted would meet with the unqualified protest of the majority
of men engaged in every phase of the agricultural, mercantile, and
manufacturing branches of the cotton industry.
In the long lapse of years that has passed since the Federal and

State legislatures first addressed themselves to the task of regulating
trade in agricultural products, many changes have been accomplished
in marketing practices, and unquestionably numerous abuses that
were flagrant at the beginning of that period have been corrected.
As these evils have been gradually eradicated and higher ideals
established, the sound economic principles of the exchanges have
come to be more generally understood, until to-day not only are their
methods accepted, but are insisted upon by every interest, be it
producing, marketing, or consuming, that is even remotely connected
with either the cotton or grain trades. The prejudices and passions
which formerly called for their abolition, have with the passage of
time and study given way to a broader view which recognizes the
necessity for these institutions. Principal among the benefits that
have inured to agriculture and commerce as a result of the establish-
ment of the exchanges is the form of insurance known as "hedging,"
which would not be possible under the terms of this proposed legisla-
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tion. That the Caraway bill not only lacks the support of the De-
partment of Agriculture, as shown above, but is likewise hostile to
the views of the cooperative farm associations, the banks which finance
the farmers, the country merchants, the elevators, the spinners, the
millers, and the manufacturers, with respect to "hedging," has been
abundantly proven by the numerous hearings and extensive corres-
pondence had with all of these interests while this bill has been pend-
ing in committee.

GREAT VALUE OF COTTON HEDGE AS INSURANCE

The view of the cooperative cotton farmers with respect to the
necessity of hedging is clearly indicated in a public letter from Mr.
G. L. Woolley, secretary-treasurer of the Louisiana Farm Bureau
and Cotton Growers Cooperative Association, Shreveport, La.,
under date of January 30, 1926, in the course of which he says:
"The legitimate cotton merchant * * * hedges both his pur-

chases and sales, and his profits accrue through the volume of business
done."
In this view the cooperatives are in line with an earlier organiza-

tion of producers, The American Cotton Association. One of the
clearest explanations of the cotton hedge that came to the attention
of the committee was from the pen of Mr. W. B. Thompson, chair-
man of the Louisiana division of that organization. In the course
of a letter, under date of April 2, 1920, to its president, Mr. J. S.
Wannamaker, of St. Matthews, S. C., he explained the future con-
tract and the hedging or insurance feature as follows:
"In times past I have made a rather close study of the future

contract and I have long since come to the conclusion that its chief
and indeed its only value lies in the protection it affords buyers and
sellers of cotton and manufacturers of cotton goods. When the
future-contract market functions normally, the owner of cotton,
pending such time as he can market the same, or, if he be a farmer,
before he has made the same, can insure himself against loss by sell-
ing a future-contract hedge; the cotton buyer can make forward
contracts with the spinner before he has any cotton in hand and pro-
tect himself against loss by buying a future-contract hedge; and the
manufacturer may make forward contracts for the sale of his pro-
duct before he has cotton in hand or a specific-grade contract with
spot merchant or broker and insure himself against loss by buying a
future-contract hedge.
"It is this hedge or price-insurance function of the future contract

which makes it valuable to the trade. It was never intended nor will
it ever be possible to make the future contracts for cotton bought
and sold around the rings of the exchanges take the place of direct
dealings for specific grades and staples between the manufacturer and
the spot merchant.
"These contracts which provide the protection aforesaid to those

who do not want to speculate are supplied primarily by those who
want to speculate and whose business it is to speculate. These
latter are the underwriters, who assume the risk. From this postu-
late it is obvious, therefore, that the form of the contract or the
character and extent of the obligation to which the speculative
seller or buyer is called upon to commit himself becomes the determin-



TO PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS 35

ing factor in the existence of a future-contract market. If the con-
tract be too narrow, or if it contains conditions which place the
seller at a disadvantage, then there will always be more buyers than
sellers, and in consequence the contract will go to an artificial pre-
mium, and if these disadvantages are exaggerated, the price of c on-
tracts, irrespective of the value of cotton, will go through the roof,
and you will no longer have any contract market, because nobody
will be willing to take the short side of the contract. If, on the
Other hand, the contract be too broad and the advantages all lie
with the seller, buyers will be driven from the market, and the whole
system of future trading will be destroyed.
"In order, therefore, that supply of contracts may be forth-

coming and a future-contract market possible. it is necessary that the
authorized contract shall be one to which both the speculative
buyer and seller will be willing to commit himself. It must be a
basis contract, because no speculative seller of future contracts
would commit himself to an obligation to deliver a specific grade
which it might be impossible to obtain, and the range of deliverable
grades should be sufficiently wide to give him a reasonable assurance
that he could secure the cotton necessary to liquidate his contract
should he be called upon to do so. On the other hand, the buyer
must have assurance that he will not be called upon to take delivery
of unmarketable cotton or of any cotton at artificial price differences."
(Congressional Record, April 30, 1920, p. 6855.)

Numerous protests were received from representative planters
throughout the South, indicating that the individuals shared with
the farmers' organizations in opposing this legislation. A fair sample
of these letters was one dated March 9, 1922, received by me from
former United States Senator Percy, of Mississippi, who said:
"As a cotton grower, I beg leave to express my opposition to the

Dial and Caraway bills now pending in Congress, as being prejudicial
to the cotton-producing interests of the South. I believe the best
interest of the South in buying and selling spot cotton is promoted by
the United States cotton futures act as it now stands. Any restric-
tion along the lines proposed will destroy the usefulness of the act,
as an instrumentality for hedging spot transactions."

SENTIMENT OF BANKERS AT' PRIMARY COTTON MARKETS

Following the views of the producers, an effort was made to ascer-
tain the attitude of the banking interests. An accurate cross section
of this sentiment, in so far as banks situated at primary markets is
concerned, was afforded by Mr. Walter Parker, of Fenner & Beane,
cotton merchants of New York and New Orleans. He submitted
some 50 letters, of which the following are samples, and explained
that these excerpts were representative of over a thousand replies to,
inquiries sent out by his firm to ascertain at first hand the real senti-
ment of the southern banks with respect to this bill.

THE CITIZENS BANK OF PINE BLUFF,
Pine Bluff, Ark., July 11, 1923.

There is no doubt that the cotton exchanges, under the present
system of marketing and financing the cotton crop, perform a very
important and necessary function. It would be impossible for cotton
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merchants to carry stocks of spot cotton without the exchanges on
which to hedge except with their own resources, which would limit
their operations during the marketing season to a point that it would
be a severe handicap to the producer in disposing of his cotton, pro-
vided the merchant was willing to risk his resources in the business.
The future trading in cotton would practically be eliminated without
the exchanges, and although there have possibly been times when
speculation controlled the market, there have been other times when
speculation materially stimulated the market. The exchanges fur-
nish an insurance to the cotton merchant, which in our opinion, is
just as necessary to his business as is fire and marine insurance.

Assuming that the present operation of the exchanges is the result
of years of experience in the trade, they have become such an eco-
nomic factor in our commercial life that the welfare of the South is
dependent upon an open market for its principal crop.
As all open markets are very sensitive to outside influences, and

especially to legislation that might affect them, it appears to us that
the next Congress should be very reluctant to entertain any legisla-
tion that might retard the commercial and business interests of this
country.

Yours very truly,
C. A. FULLINWIDER,

Assistant Cashier.

THE FIRST NATIONAL BANK,
Morrilton, Ark., August 24, 1923.

Will say that the future act that we now have I think is the most
equitable act that we have ever had on docket, and I am not in favor
of any changes whatever. I fought hard to get this act passed, of
which ex-Congressman Jacoway, of Little Rock, will tell you that I
was one of the prime movers in securing this bill. I guess he has
the letters in file that I wrote him prior to the introduction of the bill,
also during the time that it was being passed. We certainly want
to ward off any changes whatever that may arise at any time in the
future of having this bill amended.

Your friend,
J. J. SCROGGIN, President.

AMERICAN BANK 84 TRUST CO.,
Opp, Ala., August 18, 1923.

With reference to the cotton exchanges, beg to advise that we con-
sider them a necessity and a benefit to the cotton producer and all
concerned and that any legislation prohibiting their operations would
tend to weaken instead of strengthen the markets on this product.

Yours very truly,
W. L. WOODALL, Cashier.

THE FIRST NATIONAL BANK,
Albertville, Ala., August 18, 1923.

From my observation of the exchange, which deals in future de-
liveries and which affords hedge markets against invested values is a
very necessary business. It brings into operation the law of self-
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preservation, because when a farm product is placed on the market
and the grower wishes to sell, but the manufacturer does not want
to carry his yearly supply on a close margin and have them open to
great changes in price, not only is he so vitally interested, but the
banks which are called upon to aid in carrying these goods are so
interested, therefore, my conclusion is—
The exchange furnishes protection to the buyers and those furnish-

ing money, which enables the buyer and the manufacturer to pay the
producer a much better price because of this protection furnished
through the exchange.
I see no cause or reason for any change affecting the cotton ex-

change.
Yours very truly,

M. F. InviN, President.

THIRD NATIONAL BANK,
Columbus, Ga., August 24, 1923.

We are firmly of the opinion that the cotton exchanges throughout
the country ar.e performing a necessary function in the handling of
the cotton crop, and evidence of this fact was shown when the ex-
changes closed during the war period.
We do not think it advisable that any legislation be enacted cur-

tailing their activities.
Yours truly,

FRANK HOWARD, Vice President.

THE SAVINGS BANK OF GRIFFIN,
Griffin, Ga., August 28, 1923.

I think it would be very unwise to hinder the exchanges with antag-
onistic legislation, as they are of great benefit to business generally.
The writer is engaged in the cotton-mill business and we use ex-
changes for hedging purposes and find it worth while. Frequently
in making forward sales we avoid the necessity of putting cash into
cotton by hedging on our cotton. We think the exchanges are of
great benefit to the whole country in the distribution of our main
products, and should they be abolished or interfered with we would
feel the effects. The writer believes to-day that wheat would be
selling for a higher price but for the restrictions that have been made
by our Government.

Yours very truly,
B. R. BLAKELY, President.

FIRST NATIONAL BANK OF SHREVEPORT,
Shreveport, La., November 3, 1923.

Cotton exchanges, as presently constituted, do perform a necessary
function in the orderly marketing of the cotton crop.

With the exception that, in my judgment, tenderable grades should
be increased to take in strict good ordinary, otherwise no legislation
could be enacted to render more service to the cotton farmer than that

now on the statute books.
ANDREW 0. WEEKS, President.
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LOUISIANA NATIONAL BANK,
Baton Rouge, La., January 10, 1924.

The officers of this bank are of the opinion that cotton exchanges
as presently constituted, and as cotton is at present marketed, do
perform the necessary functi,on in the marketing of cotton and they
are of the further opinion that the present handling of cotton would
be very much disturbed should the exchanges be put out of business.
They are also of the opinion that further legislation in regard to
cotton exchanges is unnecessary and undesirable.

Very truly yours,
W. P. CONNELL, President.

CITIZENS BANK,
Columbia, Miss., June 28, 1923.

In our opinion the cotton exchange as presently constituted per-
forms a necessary function in the orderly marketing of the cotton

icrop and no legislation of any kind affecting them s necessary or
desirable at this time.

During the year 1920 on account of being able to "hedge" a num-
ber of our cotton dealers suffered small losses while others who did
not "hedge" were completely wiped out.

Yours very truly,
N. H. RANKIN, Cashier.

THE FIRST NATIONAL BANK,
Dallas, Ga., August 31, 1923.

It is our opinion that the operations of the New York and New
Orleans cotton exchanges are vital factors in the orderly marketing
of the cotton crops of this country.
We have not forgotten the gloomy days through which we traveled

without their aid in the early days of the European war. A retro-
spective glance at the situation then should carry conviction to any
honest thinker.
We are not law makers, and do not wager our opinion against the

progressive economists, but we have strong convictions that any
modification of the present laws governing the exchanges would be
calculated to injure instead of improve their service.

Very truly yours,
W. F. BYRD, Cashier.

SOUTH TEXAS COMMERCIAL NATIONAL BANK,
Houston, Tex., June 23, 1923.

We advance large sums of money each season on the security of
cotton documents with the understanding that our customers prop-
erly hedge their contracts and believe, owing to the nature of the busi-
ness and manner in which it is conducted, that the purchase or sale
of cotton without properly hedging constitutes reckless and unwar-
ranted speculation.

Yours very truly,
R. H. HANNA,

Assistant Vice President.
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SECURITY NATIONAL BANK,
Oklahoma City, Okla., June 30, 1923.

The present system may have some evils, the nature of which we
are not familiar with; however, in our opinion, legislation of any kind
affecting the operation of the cotton exchanges is not necessary or
desirable at this time.

Will say that we regard the hedge transactions as a bulwark in
strengthening our cotton loans; in fact, we will not carry the account
of any cotton firm that does not protect itself on its unsold cotton by
hedging same on some future market, and wherever we find that we
are carrying an account that is not properly hedging its cotton, we
most certainly ask them to move same.

Yours very truly,
G. S. WEITZENHOFFER,

Vice President.

BANK OF CAPRON,
Capron, Okla., October 4, 1923.

It seems to me that the cotton exchanges as presently constituted,
perform a necessary function in the orderly marketing of the cotton
crop and the less this branch of cotton-crop marketing is affected by
legislation the more the farmer will receive for his cotton.

Yours very truly.
G. L. MCCLURE, Cashier.

AMERICAN TRUST 8c BANKING CO.,
Chattanooga, Tenn., June 29, 1923.

know, certain legislative restrictions are thrown around
exchanges which seem desirable, but, in my opinion,
restrictions would be a handicap rather than a help to

the cotton industry.
Very truly yours,

As we all
the cotton
any further

S. L. PROBASCO, Vice President.

THE FIRST NATIONAL BANK,
Etowah, Tenn., September 8, 1923.

— In—our- opinion, it is absolutely necessary that the cotton exchanges
of this country operate at all times, as they are the machinery by which
cotton crops are marketed. Without the exchange, we believe that
it would be a very hard matter to obtain a satisfactory price for our
cotton. We see no reason for additional legislation governing
these exchanges.

Trusting this information is satisfactory, we are,
Yours very truly,

S R-69-1—vol 2 9

H. KIMBROUGH, President.
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THE MERCHANTS BANK,
Durham, N. C., September 1, 1923.

We think the cotton exchanges as presently constituted do perform
a necessary function in the orderly marketing of the cotton crop.
In our opinion, no legislation of any kind affecting them, is neces-

sary or desirable.
Yours very truly,

W. P. CLEMENTS, President.

COMMERCIAL BANK & TRUST CO.,
Franklinton, N. C., September 19, 1923.

GENTLEMEN: We think the cotton exchanges as presently con-
stituted perform a necessary function in the orderly marketing
of the cotton crop, and the less legislation we have to change same the
better off both producers and consumers will be.
Hedge sales can be used by farmers to advantage in the growing

season and they are essential to buyers and manufacturers in the
marketing season, and the repurchase of hedge or short sales acts
as a check to severe breaks which would go much lower without
this means of support.

Very truly yours,
GEO. CARMICHAEL, Cashier.

BANK OF FOUNTAIN INN,
Fountain Inn, S. C., September 6, 1923.

We consider the cotton exchanges perform a necessary function in
the orderly marketing of the cotton crop.
In our opinion, legislation of any kind affecting them is not neces-

sary or desirable.
Yours very truly,

S. B. ROUSE, Cashier.

BANK OF GREENWOOD,
Greenwood, S. C., September 6, 1923.

We believe that those familiar with what happened to the cotton
market when the exchanges were closed in 1914, have before them
the practical illustration of the impracticability of successfully mar-
keting cotton, without the aid of exchanges, when this commodity
can be traded in.
We ourselves are not sufficiently informed as to the futures act to

express an intelligent opinion as to whether any amendments to the,
act are desirable. The exchanges seem to be functioning in a satis-
factory manner and, as a general proposition, when the country has a,
law in force under which it can successfully do business further legis-
lation is not always desirable.

Yours very truly,
Jrro. B. SLOAN, Cashier.
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In addition to these letters the attitude of the southern banker
was set forth in the hearings by Mr. H. L. Remmel, of Little Rock,
president of the Arkansas State Bankers Association. Speaking as
the president of the Arkansas Trust Co., he told the committee that
his institution had a number of cotton accounts and that "It cer-
tainly would not give a line of credit to people who deal in cotton
if they were prevented from hedging on their cotton." (House Hear-
ings 67th Cong., Feb. 13, 1922, p. 28.)

METROPOLITAN BANKERS INSIST UPON LOAN INSURANCE

The views of the larger financial institutions at New Orleans and.
New York carrying heavy cotton accounts were shown to be in abso-
lute accord with those throughout the South with respect to hedging.
Mr. Charles De B. Claiborne, vice president of the Whitney-

Central Bank, of New Orleans, said (see Senate Agriculture and
Forestry Committee hearings January- 25, 1926, p. 65 et seq.) :
"As bankers we are taught early in life that not only must our

loans be safe, and that we must insure against every contingency,
but we must also feel that at all times our loans are liquid.
"I do not think I need to take the time of anyone on this com-

mittee to lay any stress upon the fact that when you consider cotton
is picked in perhaps 90 days, and that the crop amounts to perhaps
15,000,000 bales, involving over a billion dollars, if we did not have
some other marketing machinery than mere actual spot market we
would certainly not consider our cotton liquid. * * *
"To me the future market is the highest type of insurance that

any financial institution can have against the liquidating of any of
their commodities. If you were to destroy or do anything which
would impair the workings of the marketing of cotton, of which
futures, as I say, are a most important unit, in our opinion, we will
be compelled to require much more substantial margins on cotton
than we do now.
"In other words, to-day we will lend money on cotton with $10

or $15 a bale margin, depending on the price of cotton—sometimes
$5 a bale, if cotton was to go down to 12 or 13 cents, but to-day we
are satisfied with $12 or $15, because we know that we can unload
a substantial amount of cotton within $10 a bale margin. If to-day
we had no futures market where we thought we could unload hundreds
of bales, or thousands of bales, we would absolutely require from $35
to $50 a bale margin."
In line with the testimony of Mr. Claiborne, Mr. R. S. Hecht,

president of the Hibernia Bank 86 Trust Co. of New Orleans, wrote
(hearings Senate Agriculture and Forestry Committee, p. 69) :
"During the course of each year the Hibernia Bank 86 Trust Co.

advances millions of dollars on cotton, and these advances are pre-
dicted upon the fact that the cotton which is collateral therefor is
hedged by future delivery contracts, and the loans, therefore, can be
easily liquidated at all times.
"If it were not for this hedge protection banks could not possibly

make advances on cotton to the same extent and on as liberal a basis
as they do now, and this would in turn reflect unfavorably on the pro-
ducers and owners of the cotton. The banks at present make loans
on cotton because of the fact that the cotton is hedged to the extent
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Of 80 per cent, as they are reasonably certain that with the insurance
afforded by the hedge they are protected against the variations in
price which occur daily.
"It is the opinion of many well-informed people that without the

prerogative of hedging the cotton business would gravitate into the
hands of a few large firms, which would absolutely dictate the price
which the farmer would receive for his product.
"I trust that you will use your utmost endeavors to defeat the

bill of Senator Caraway, as well as similar measures aimed at the
destruction of an economic and modern system of trade."
Mr. L. M. Pool, president of the Marine Bank & Trust Co. of New

Orleans, said (hearings Senate Agriculture and Forestry Committee,
p. 72) :
"The magnitude of cotton transactions compels us to lend large

amounts on cotton for export and domestic consumption. It is
understood in all cases that loans are based on cotton actually sold or
hedged. Whenever market declines appreciably, we call for margin
and, due to the hedging process, our calls are promptly met. In
event any borrower should fail to respond, we are in position now to
protect ourselves by selling hedges. Take this privilege from us and
we would not dare to do business on a large scale. Naturally, cotton
sold on hedges is not intended for delivery on contracts, but the hedges
are bought back when cotton is paid for. The Caraway bill, as I
understand it, prevents this perfectly legitimate business and if
enacted will surely do untold injury to cotton producers and merchants
and the South in general. A broad market is a necessity to producers,
and that we now have. A narrow market, which would result from
enactment of proposed legislation, spells disaster."
The point of view of the northern and eastern banks was set forth

by Mr. George Le Blanc, vice president of the Equitable Trust Co.
of New York, who testified that his institution had advanced over a
billion dollars on cotton; that it was one of the largest banks in that
line in this country and that if hedging was abolished it would greatly
reduce the amount loaned. He said the advent of the Federal reserve
system had been a great boon to the cotton industry and in conjunc-
tion with hedging it enabled money to be secured against cotton as
cheaply as anything in the country, whereas formerly there was quite
a good margin of profit in cotton loans. Illustrating the safety that
results from hedging, Mr. Le Blanc said (hearings Senate Agriculture
and Forestry Committee, p. 118 et seq.) :
"On some cotton hedges we advance 90, and sometimes 100 per

cent, whereas when the cotton is not hedged they probably would
get about 50 to 60 per cent, practically half."

PROMINENT ARKANSAS LEADER OPPOSED TO BILL

If the hearings disclosed that planters and bankers are opposed
to the Caraway bill, they also proved that the antagonism of the mer-
chants was even more pronounced. This extended from the small
buyers in the primary markets who purchase a few bales at a time as
the cotton is ginned, through all the intermediary phases of assem-
bling and grading, to the large operators at the concentration points
where it is finally sold in lots of thousands of bales to the spinners.
Views of the spot-cotton buyers from practically every cotton-
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growing State were heard in opposition to the bill either at the hear-
ings during the second session of the Sixty-seventh Congress, or the
first session of the Sixty-ninth Congress. Mr. S. Y. West, cotton
buyer and exporter of Little Rock, and spokesman of the Little Rock
Cotton Exchange and the Arkansas Cotton Trade Association
(neither of which deal in futures), said (Senate Hearings 67th Cong.,
p. 42) :
"A number of years ago, before we had marine insurance, people

who shipped stuff around the world had to make much larger profits
than they do to-day, when we can, for a very small premium, have
our marine risks insured. The cotton people, under the present
system, have price insurance, and it would be much better if these
exchanges were called price insurance associations, as Lloyd's is
called an insurance, than if they were called futures. They are
really price-insurance, associations, very much like Lloyd's. Lloyd's
is not an incorporation, as an insurance company is in this country
at all. It is just a meeting place where these underwriters get
together for this terrible speculating that we hear so much about.
We have underwriters of marine risk, underwriters of fire, under-
writers of credit insurance, underwriters of all sort of insurance.
They are speculators, if rou please. That is just exactly what
they are, speculators, as much so as in the cotton business. In the
cotton business there is a price underwriter. He bets it is going up
or down, just like if I have insured a home in Little Rock, the insur-
ance company will bet me a hundred dollars to two that it will not
burn up this year. That is all it amounts to. * * *
"Now, I am from the country, and before the passage of this Smith-

Lever bill I felt that people in my position were at a very serious dis-
advantage many times. Under the present system I have just as
much protection as anybody. The Government functions in this
matter just as in any other law for the protection of the farmer, and
the Smith-Lever bill is as much a protection for the farmer as for the
cotton exchanges. Senator Caraway wishes in his bill to eliminate
the speculator. That would destroy the price-underwriting feature
of the cotton exchanges just as if you said to any insurance under-
writer they could not any longer underwrite. * * *
"Then we are attacked about this 100,000,000 bales traded in when

only 10,000,000 bales are raised. Take the matter of fire insurance on
that same number of bales, and you will find it relatively about the
same number as the 100,000,000 they speak of being traded in on the
future exchanges, because every time I move a bale of cotton from one
warehouse to another—buy it, for instance—when it is moved out of
the warehouse that insurance policy is canceled out, and when it gets
to my warehouse my policy covers it. When it gets to the depot,
my policy is canceled out, and another one takes effect when it gets on
the railroad. Then when it arrives at the compress at Little Rock
the railroad policy is canceled out and the other policy takes effect
at Little Rock. Then when I sell that cotton, if it goes on the rail-
road again, I cancel my Little Rock insurance and another 'Policy
takes it up, and so on, and it is carried right through. Each bale of
cotton is insured, on an average against fire about six different times.
There are 10,000,000 bales of cotton, and there are at least 60,000,000
bales insured against fire. * * *

•
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"The head of the Arkansas Bankers' Association, president of one
of the biggest banks in that State, told me that if this law passes
there was not a firm that would do business in Arkansas in the cotton
business to which his bank would be willing to loan more than 40
per cent of the value of cotton, or any other commodity which could
not get price insurance. In a very short time this would concentrate
the cotton business into the hands of a very powerful, rich firm.
" There is only one man, a member of our spot exchange in Little

Rock, Ark., that is a member of any future exchange, and I think
he is the only member of any future exchange in the State of Ar-
kansas * * *."
Asked if hç knew of any very well defined sentiment in his State

in favor of the passage of the bill, he replied that the sentiment in
Arkansas was in opposition to it.

LEADING COTTON MEN OF TEXAS IN OPPOSITION

Testifying at the same hearings, Mr. Joseph W. Evans, cotton
planter and merchant, former president of the cotton exchange of
Houston, Tex., the largest spot cotton market in the world, and also
former president of the Texas Cotton 4ssociation, one of the most
influential and outstanding organizations in the entire range of the
cotton industry, was emphatic in expressing his opposition to the
Caraway bill. He said that the farmers, the men who should be most
of all considered, can now secure by reason of the elastic cotton con-
tract many dollars per bale more for their product than they would if
restrictions were increased or the exchanges abolished.
"I have no brief for speculators," said Mr. Evans, "But I do say

this, that the speculator carries the burden to some extent all the
time in any commodity. You can take a specific case. Last fall we
began to realize that the growing crop was very short. Cotton went
up the first part of August, or somewhere in the very early _part of
September, 10 cents a pound, or $50 a bale. That never would have
happened without the exchanges. Somebody might say, 'But it
also goes down more than it should.' But it is not the same situation,
for this reason: If we put something up beyond its intrinsic value,
put it up to a very high price, it may attract a little selling, but then
a man is selling something he has not got; but if we put it down below
its intrinsic value, you attract a lot of real investors. For instance
I have some friends up in Kentucky that never saw a bale of cotton,
of rather large means. They wrote me last summer. They said,
'We notice that cotton is down. What would you advise? We feel
we ought to buy some of it. What do you think about it ' ?
"I wrote back and said, 'In my judgment you can not lose much

money, and you might make a good deal.' So my friends up there
wired me. He was talking about futures. He wired me and said,
'Will you buy 500 bales'? I sold it to him out of my own stock.
That very thing happened. However, there is not the tendency to
put something down that there is to put it up. So that you see the
cotton futures really add to the price of cotton, in addition to the
fact that it represents a ready market.
"Of course these other gentlemen, I am sure, touched on that 1914

condition, with which you are all thoroughly familiar.
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"Senator RANSDELL. Mr. West, if I may break in there, gave us a
very interesting illustration of the cotton exchange as an insurance
association, compared with Lloyds; that it was used very largely for
insurance.
"Mr. EVANS. It is used absolutely for insurance, so far as we are

concerned, and here is the reason that Senator Dial's idea is imprac-
tical, from my standpoint as a cotton merchant. I buy cotton in
this way, largely. I do not buy from many farmers. There are a
few big planters who sell me their cotton, friends of mine, but gener-
ally speaking my business is all done through country merchants,
through the men who collect the cotton crop. They are the men who
advance money on it. The small farmer negro, comes into town
Saturday and sells his one or two or three bales.
"Senator RANSDELL. To this country merchant from whom you

buy?
"Mr. EVANS. To this country merchant. This country merchant

I have known for years. You know what the confidential relation-
ship is that exists there. They don't call me up. At the close of
the market I send them a code telegram. If spots in Houston, Tex.,
are 16 cents, my limit to them generally is 15N, landed at Houston,
the difference is absorbed in the insurance and interest that I am out,
because they draw on me, draft with bill of lading attached. I may
buy 500 bales. Of course, there have been days when I have bought
a thousand. But just say I buy 500 bales from 15 different men in
Texas. That will come to me in the form of perhaps 20 or 30 grades. 
Now, I can not afford to carry that and I immediately sell futures
against that, either at the close of that day or the opening of the next,
providing I have the spot transaction rounded out, and always we
buy a great deal more cotton than we sell during the fall, as Mr.
West explained just as he left the stand. If I am to sell a future
contract which comprises 2 or 3 grades, where I am buying 20,
as it is now, there is some of that cotton which is outlawed. But if
I am to sell a future contract which represents two or three grades,
whereas I have bought cotton of all grades, I simply would not be
able to function. I can not do that, because when that buyer comes
to me and says, 'Well, Mr. Evans, you have sold me a hundred bales
of cotton, and I want strict good middling,' while Houston is the
largest spot market in the United States, and their stock to-day is
300,000 bales, I will say that there is not on that market to-day 300
bales of strict good middling, and if that man has the privilege under
this proposed measure of demanding 50 per cent or 25 per cent of
strict good middling, he and I are going to come to an impass6, and I
will have to default my contract, and he will have to take some legal
measures.
"That is the extreme, because, as a matter of fact, whenever that

contract was narrowed to where I have to enter into it on that basis,
I would not go into it. What is the effect upon the farmer? That is
what we want to consider. I have not any particular brief for the
middlemen. They are able to take care of themselves. If they
don't function economically I think they ought to be removed, and
that applies to me as well as to any other trade. But what happens
to the farmer. I am not able to sell futures as price insurance, as
Mr. West so happily terms it. I can not handle his cotton on a margin
of 50 cents a bale. I am not one of the largest dealers in the State,
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nor am I one of the smallest. I consider 75,000 bales a very good
turnover. If I can handle 75,000 bales and make 50 cents a bale, I
am simply tickled to death. In other words, I have taken a corn-
nrrodity that is worth $100 per bale. I have taken that and bought
it from all parts of Texas, put it in running grades, and staple—staple
iF the most important thing—and shipped that, and if I make 50
c?nts a bale at the end of the year I think I have done all right,
mad I do not believe any commodity is handled on any narrower a
margin than cotton, for this is actually true, that there is the freest,
widest competition in the world. In Houston there must be thirty-
ndd exporters of cotton. Some of them are my most intimate friends,
Almost blood brothers. I have not as yet had one of those men say to

'I wish you would stay out of a certain territory, because I buy
ap there.' I would think he was crazy. I would do that against
yiy very best friends. So that the producer gets, all the time, it
nay not be the intrinsic value, when we consider the relation of cotton
o other commodities, but as far as price is concerned, the producer
gets every dime that he could expect to get from the dealer, on
iccount of this fierce competition. But if you limited them, I know
I would handle a limited amount of cotton. Instead of carrying
stock, as I have been doing, of ten or fifteen thousand bales, I would
narrow it down to a thousand bales.
"Senator RANSDELL. With what effect on the producer?
"Mr. EvANs. Then I would buy the cotton at from $5 to $10 a

bale cheaper, relatively.
"Senator RANSDELL. And the producer would lose that $5 to $10

a bale?
"Mr. EVANS. Without a doubt. In other words, while there may

be abuses of the system, as far as this economic function is concerned,
it is undoubtedly sound.
"I want to add just this concrete illustration, if I may, and then

I will answer any questions.
"Following this Cannes convention all the world believed before

the 1st of January we would begin to return to something near nor-
mal conditions. Following the break up of the Cannes convention
we changed our minds. Everything went down. Cotton was par-
ticularly affected, because cotton is the political barometer of the
world. I can sit at my desk and when there is a strike in England,
or a lockout in Germany, or some kind of labor difficulty in Italy I
know it, because the commercial welfare of all the countries of Europe
is so much bound up in their cotton goods business. Well, anyhow,
the market began going down. It went down quite a little. It
found the lowest level that we have had since about August, with
the result that these commission merchants had some cotton that
they had to sell, or the shipper instructed them to sell. I bought
some three thousand bales in the course of two or three days about
that time. I bought that on a margin, which at no time would net
me over 50 cents a bale. I rather doubt if it nets that, because
simultaneously when I stood in that factor's office—I went from his
sample room to his office and on to my office and phoned the exchange
and said in one case, 'Sell three Marches in New York at a certain
price.' I told him—I said, 'I will buy your cotton if I get that
price.' I sat there six minutes, not longer, and closed the trade and
walked out. That simply illustrates how these transactions can be
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made if we have a liquid market and an elastic contract which func-
tions under that condition. * * *
"Senator RANSDELL. Do you know of any well-defined opinion

in the State of Texas or anywhere that you are acquainted with in
favor of these proposed bills?
"Mr. EVANS. I will have to go back a little bit, gentlemen. Ours

is essentially an agricultural State. That is about all we have.
We have very few big cities, and we have got this enormous empire
which is entirely devoted to agriculture. Consequently the political
aspect of the State is that of the men who till the soil. Everything
is shaped on that.
"Prior to 1914 there was a well-defined hostility to all sorts of

future exchanges in the State. The war disclosed in 1914 that you
might be living in one county and some fellow would pay you 6
cents a pound for your cotton, which of course is a poverty basis,
and across the line, not more than 50 miles away, some fellow would
be paying 5 cents. There was no market.
"Senator RANSDELL. You mean after the cotton exchanges were

closed?
"Mr. EVANS. They were closed in 1914, at the beginning of the

war. For three or four months they were closed up. The result was
that before they opened the most prominent leaders in the farmers'
unions and organizations of similar character came to Houston to
see us and said, ̀ Won't you use your influence to have those ex-
changes opened?' We told them of the difficulties under which we
were working. 'Well,' they said, ̀ they ought to open them all up
for us.' One man used that expression. So that from that day to
this, so far as I know, those men who were leaders in the various
agricultural organizations are all heartily in favor of future exchanges.
"Senator RANSDELL. Just as a matter of history, state to us very

briefly what happened to cotton when the exchanges were closed,
the New Orleans, New York, and Liverpool cotton exchanges, in
1914.
"Mr. EVANS. Well, I think cotton had begun to sag on the end of

the war, naturally, as every other commodity seemed to. It was
selling at something like 123' to 13 cents, and prior to the closing of
the exchanges had gotten to about 11 cents. They closed on July
31 or August 1, and for a week nobody did anything. Then they
began to buy a little cotton at 6 cents.

`Senator RANSDELL. Six cents?
"Mr. EVANS. Or perhaps 7. The first cotton, I suppose, was

bought at 7, but it immediately went down to 6 and hung around
there for some time, and there was no well-defined upward trend
until the exchanges opened again.
"Senator RANSDELL. When?
"Mr. EVANS. My dates are merely approximate.
"Senator RANSDELL. About when?
"Mr EVANS. I will say they opened in December. Cotton began

declining because there were millions of bales strewn all over the
South at that time—the biggest crop we ever raised. To our aston-
ishment our cotton walked right up and sold for 10 cents, say, by
April or March.

`Senator RANSDELL. After the exchange was opened and people
began to trade?
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"Mr. EVANS. Began to trade. They had a feeling that cotton
was cheap, and they could buy it and put futures against it and bring
it in and put it in the even grades and staples, and make money out
of it.
"Senator RANSDELL. Have the farmers changed their attitude

of having these exchanges opened? Do they still want the exchanges
to do business, so far as you know?
"Mr. EVANS. So far as I know; and I may say this, that I happen

to be, by reason of a personal relationship, rather closely in touch
with some of the head men of the cooperative movement, which is a
movement to market their own cotton. They are all heartily in favor
of keeping the exchanges open. They would not consider anything
else.
"Senator RANSDELL. In other words, they are opposed to this

legislation?
"Mr. EVANS. Oh, absolutely, absolutely. They don't want it.

They don't want that contract changed in any way, so far as I know.
"Senator RANSDELL. Then you assume that the Smith-Lever law,

passed by Congress some years ago, after very considerable agitation
and discussion has, so far as you know, functioned very satisfactorily
to all concerned?
"Mr. EVANS. Very satisfactorily to the cotton producer, the mer-

chant, and everybody who is concerned in a business way. Of
course, gentlemen, I know very little of legislation, but I must say
that as far as I know about those things, commercially speaking, the
Smith-Lever law is one of the most constructive measures ever put on
the statute books. That is our attitude. Now, of course, I am
speaking to you from the standpoint of a cotton merchant, but that is
the general opinion among all those concerned in cotton. (Senate
Agricultural and Forestry Committee hearings, 67th Cong., p. 45
et seq.)
Hon. Baylis E. Harriss, former mayor of Galveston, Tex., and

also president of the Cotton Exchange of that city and a member
of the cotton firm of Harriss, Irby & Vose of that city, testified that
he was the managino•

'' 
partner of the firm's Texas and Oklahoma

business, and appeared before the committee as a representative of
the Galveston Cotton Exchange, the Dallas Cotton Exchange, and
the Texas Cotton Association. He said in part:
"Our main or primary business is that of cotton merchants,

buyers, and exporters. While we are a southern firm, our head
office is at New York. We have selling offices in Boston, Montreal,
and also selling offices throughout Europe. We have buying offices
in Savannah, New Orleans, and Galveston, and buy on an average
through the three southern offices from 250,000 to 350,000 bales a
year, depending, of course, on conditions.
"In coming up here I think I can very honestly and very sincerely

say that I have no particular ax to grind, particularly since if I did
have any ax to grind, I would be up here in favor of Senator Dial's
bill or Senator Caraway's, or any other bill to put the exchanges
out of business.
"Senator RANSDELL. Why?
"Mr. HARRISS. I say if I came up here on a selfish mission, Senator,

for the reason that while I do not want to dig up a family skeleton, I
can very honestly and very frankly say that the first real, genuine
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big money that we ever made out of the cotton business was when
the cotton exchanges were closed July 31, 1914, and remained closed
for several months thereafter. We found at that time, so far as the
smaller concerns were concerned, the banks just simply would not
finance them. In fact, I might say that the big firms also had to do
a good deal of scratching to get assistance from the banks. The
result was that you really could not tell within 2 or 3 cents a pound
of the value of cotton, and consequently, simply as a matter of
business, we were thoroughly justified in buying cotton as cheaply as
we could, and for that reason we were justified in figuring on a much
larger profit when the exchanges were closed, perhaps $10 to $15
per bale, while theretofore we were glad to get by with 50 cents or
75 cents a bale, net Profit. Of course, at that time, however, we did
not have the present Smith-Lever bill, which is, to my mind, just about,
as near perfection as possible, and to all intents and purposes is serv-
ing all practical purposes as well as any bill that could be made into
law.

"Prior to the passage of the Smith-Lever Act the New York Cotton
Exchange allowed all grades to be delivered. Incidentally, without
the influence or authority of the Government to step in and pass upon
the classification of cotton, very frequently there was a good deal of
influence brought to bear upon the men classing cotton for delivery
by the large houses. But in conducting our business since the passage
of the Smith-Lever law we find that we can conduct it on a much
more satisfactory basis than we ever could before.

* "The position that I take is that the trade, practically as a whole,
is not only thoroughly satisfied with the Smith-Lever bill, but they
speak of it in highly commendable terms.
"As regards the Dial bill, or even the Caraway bill, which is much

worse than Senator Dial's bill, I think it would simply have the effect
of the exchanges ceasing to function, or in other words, closing them
up. As cotton exporters, if the exchanges were closed up, or if we
have not these facilities for clearing our business, why, simply as a
matter of self-protection (although I am in thorough sympathy with
the farmer), simply as a matter of self-protection in -business, we have
got to buy the cotton cheaply, and with a much larger margin of
profit.
"I think, furthermore, if these exchanges were closed, the result

would be that the banks would say to these larger firms, 'Now, you
go ahead and buy,' but would say to the smaller firms, who, inci-
dentally, create most of the competition, and have a tendency to
increase prices—they would probably say to the smaller firms, 'We
don't care to finance you. Unless we have cotton future markets
and quotations, we don't care to finance you.'
"Senator RANSDELL. That means the smaller firms would go out

of business?
"Mr. HARRISS. They would go out of business.
"Senator RANSDELL. And a few big firms, like yourselves, would

remain in the business?
"Mr. HARRISS. We could control the business.
"Senator RANSDELL. You could monopolize it if you wanted to?
"Mr. HARRISS. Yes, sir.
"Senator RANSDELL. Would it be any trouble at all for you to do it?
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"Mr. HARRISS. Not at all. Of course that sounds like a strange
statement for a man to make, but I believe I have got a little bit of
humanity in me, and, incidentally, I have been mixed up in the
farmer's game quite a little in the last few years. Myself and my
brothers took a notion a few years ago, when cotton got to 20 cents,
to farm, and we invested in several farms, with the result that we
bought a large plantation in Louisiana, up near Vidalia.
"Senator RANSDELL. My old district.
"Mr. HARRISS. We bought a large tract of land in southwest

Texas, and we bought several large farms in western Oklahoma.
We tried cotton and wheat and corn and cabbage and Bermuda
onions. As the fellow says, we tried a little bit of everything. The
result is that I am in thorough sympathy with the farmer. I know his
position, and what he has to contend with.
"I don't only refer to the cotton farmer. I refer to the producer

of everything. If what has happened to us under the favorable
conditions under which we work, you can just imagine what the poor
devil who actually raises the hulk of the crops has to contend with.
The farmer that lives down the lane has absolutely no advantages
whatever in the way of business experience, capital, and things of
that kind.
"Now, I don't want to be telling tales out of school, but when I

left home I was negotiating with the Texas Farm Bureau for 15,000
bales of cotton which consisted of all grades, from good middling
to low middling and spotted and tinged cotton. Along in the fall
of the year trade conditions were very had. Of course in the fall,
after the 1st of January, everybody thought they were going to get
better. Instead of the great improvement coming after the 1st
of January conditions got worse. I have been in the cotton business
for 23 years. I believe that I can very truthfully state that the
demand for cotton during the last six weeks has been really about the
poorest that I have ever seen.
"The point I make is this: This farm bureau, which is one of the

cooperative bureaus in Texas, takes the farmer's cotton in and sells
it from time to time in blocks, or round lots. They are the direct
representatives of the farmers. And the point which I wish to
emphasize is this: If we could not, in buying that cotton, cover, or
protect, ourselves by hedging with futures, instead of being interested
in that cotton at 163 cents a pound, I might be tempted to buy it
at maybe 10 cents a pound, if I bought it at all, whereas, if I am
able, on the other hand, to hedge by selling futures, I would just
simply take that cotton and put it in store and sell it as the demand
comes along.
"Senator RANSDELL. Taking a small commission on it?
"Mr. HARRISS. Yes, sir; a reasonable commission.
"Senator RANSDELL. You spoke of being a landowner in three

States—Oklahoma Louisiana, and Texas—I assume, therefore, that
you are fairly familiar with conditions in those three States, and are
acquainted with a great many people in the three States. Do you
know of any well-defined sentiment of the people in those States in
favor of this proposed legislation?
"Mr. HARRISS. I know of none whatever, Senator, and I believe

that I could go further and say this, that if the matter was called to
the attention of some of these farming organizations, for instance, the
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Texas Farm Bureau, I believe they will unquestionably oppose any
change. I think they are thoroughly satisfied with the law as it now
stands.
"Senator RANSDELL. You know of no sentiment, then, at all, in fa-

vor of this legislation?
"Mr. HARRISS. NO, sir.
"Senator RANSDELL. You know of a good deal of opposition to it,

I take it?
"Mr. HARRISS. Yes, sir.
"Senator RANSDELL. And you are here to voice that sentiment?
"Mr. HARRISS. Yes, sir." (Senate Agriculture and Forestry Com-

mittee hearings, 67th Cong., p. 52, et seq.)
Mr. W. J. Neale, a spot cotton merchant of Waco, Tex., testified

at the last hearing before the Senate Agriculture and Forestry Com-
mittee (69th Cong., p. 75, et seq.) that the effect of the bill, in his
opinion, would be to very materially contract the breadth of trading,
and on account of its limitations and restrictions would result in so
minimizing the volume of trading on the exchanges that they would
practically go out of business.
He doubted whether the value of the exchanges to the flow of trade

in cotton is thoroughly understood. The business has so changed
in the last 10 or 15 years with the introduction of forward sales and
forward purchases that it would be very difficult now, without a
complete dislocation of the present system, to change the method
of future trading without practically upsetting the process of spot
trading the world over.
Mr. Neale said the future market has a particular value in furnish-

ing the type of insurance which enables the spinner to cover his con-
tracts against sales of yarn and manufactured goods. It enables
the farmer, when prices are satisfactory, to insure a price for his
growing crop for delivery after maturity. It enables the merchant
to trade in practically any quantity of cotton for any grade or specified
quality, for delivery with a minimum risk, and that is the principal
function of the future market to-day. This bill, in his opinion,
would have a very serious effect on the present system, and on that
account it would be a great detriment to the industry.

SOUTH ATLANTIC STATES REGARD MEASURE AS DESTRUCTIVE

Mr. W. T. Griffin (hearings Senate Agriculture and Forestry
Committee, 69th Cong., p. 121), president and manager of Cooper &
Griffin, cotton merchants of Greenville, S. C., who handle about
400,000 bales of spot cotton annually, saki it was his conviction that
the bill as proposed by Senator Caraway (S. 454) would result in the
closing of the New York and New Orleans Cotton Exchanges and
Chicago Board of Trade; that this would be a disaster to all interested
in cotton, especially the producer, and would probably act as a
boomerang on the legislators and others effecting such action.
"It is my honest belief," continued Mr. Griffin, "that the immediate

result of the closing of the exchanges, or the advance notice that they
were to be closed, would cause a sharp decline in price to 15 cents
per pound or below, which decline would, in turn- cause banks to call
loans or ask for excessive margins, thereby resulting in the failure of
many cotton merchants and factors. The next step would probably
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be a clamor for price fixing on the part of the Government, which
is very unwise legislation.
"No cotton merchant could afford to handle spot cotton on the

small margin on which he now works if hedge protection is taken
away, and this, in turn, again works to the detriment of the producer."
Mr. Griffin pointed out that there is another angle which might

develop by the closing of the exchanges in this country, namely, the
organization of similar institutions in bordering countries. And, in
such event, the object of this bill would be defeated and at the same
time our country lose the revenue.
Mr. G. Arthur Gordon (hearings Senate Agriculture and Forestry

Committee, 69th Cong., p. 61), cotton merchant of Savannah, Ga.,
and representative of the cotton exchange of that city, which deals
in spot cotton, but not in futures, said:

e feel it would be a calamity to have the cotton-future exchanges
go out of business. The question has been asked why these exchanges
are necessary and what the effect on the cotton trade would be if they
were abolished. It would have about the same effect on the cotton
trade as the abolishing of oral debate in the Senate.
"I merely cite that because the use of the exchanges is so vital to

the cotton business.
"The question has been asked whether the contract exchanges are

an assistance to the cotton producers, and the question has been
asked whether the hog producer would be benefited if there were
future exchanges for the sale of hogs. There are future exchanges
for the sale of hog products, lard and ribs being dealt in on future
exchanges, and the cotton trade has evolved a system of handling
their business with respect to cotton bales, which might be useful
also to the hog raisers.
"The reason the exchanges are so necessary for cotton is because

cotton is a very peculiar product. A cotton bale in itself has no
value to anybody except possibly the value of a mattress. That
bale has got to be broken up and spun and woven into cloth, and
the mill that buys the bale of cotton can not deliver that cloth to
the man who buys the cloth for several months after that bale is
received in the mill, therefore you have a hiatus of several months
between the time the producer sells his bale of cotton and the con-
sumer buys his cloth, and during that hiatus everybody connected
with the transaction is subjected to a great deal of risk."
Senator Smith asked the witness in view of the fact that the

Savannah Exchange was located right in the cotton fields, to explain
in what particulars the exchange helped the producer in finding a
market at a better price for his cotton than might be the case if there
was no exchange.
"I am very glad you asked that question," answered Mr. Gordon,

"because I sell cotton for spot cash in Savannah, and my interest is
to get as high prices and as steady a demand as is possible to get for
the cotton, therefore my interest is exactly the same as a producer.
"The advantage of the exchange lies in the fact that I can go and

see the quotation on the board and can base the price that I ask for
that cotton upon that quotation. First, I can not be deceived as to
the value of the article that I am trying to sell; second, instead of
having to trade with one or two people I have a number of different
buyers who have that same information and who are able, if they buy
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my cotton from me, to sell future contracts against it until such time
as they can sell it to the mill. There is never a day that I can not sell
all the cotton that I have to some one at the market price, which
means that there are a number of .buyers competing for that cotton.
The number of those buyers would be greatly reduced if there were
no contract markets where they could hedge their cotton and where,
having the cotton hedged, they could borrow a large amount of
money from the banks in order to carry that cotton until it is resold
by them. We have seen a period Senator, you are familiar with
it too—when buyers dropped out of the markets. We saw that in
1914, partly caused by the lack of tonnage and partly caused by the
absence of exchanges, but we have seen periods when only one or
two buyers were in the market or no buyers were in the market, and
instantly the value of the raw cotton shrinks. The banks become
alarmed, loans are called or reduced, and the product of the farmer
is forced on the market."
"Senator SmiTH. Right in that connection, the layman reading

these reports may not get the full significance of that point that you
are making. You desire to sell your cotton to one who .desires to buy
the actual spots. In order to establish credit he insures it or hedges
it and that hedge becomes an asset or a collateral in favor of his credit
at the bank to get the money to buy?
"Mr. GORDON. Yes. 
"Senator SMITH. What would be the effect if the exchanges were

not there and you and he were to agree on a price and you at some
future time were to deliver him this cotton? 

 
What in your opinion

would be the effect on his credit in the bank if he did not have a
hedge against the acceptance that he tamed over to you?
"Mr. GORDON. If the cotton was not going immediately to a mill 

where he could draw the full value the -bank would probably loan
him in that case 50 per cent of what they thought was the market
value of the cotton whereas, if he came to them with a hedge at the
time that he bought, a hedge in the future market, the bank would
loan him 80 or 90 per cent of the value."

VIEWS OF OTHER REPRESENTATIVE SOUTHERN SPOT COTTON
MEN

These excerpts are fairly representative of the vast amount of tes-
timony given upon the Caraway bill by representatives of the spot
cotton trade during the hearings of the Sixty-seventh and Sixty-ninth
Congresses. Others who gave the committee the benefit of their
expert knowledge included many of the best-known men connected
with the cotton and grain trades, and every phase of the question

was gone into by them, either in person or by letter. They all
opposed the bill.
_Among those whose views were heard byl the committee were:
Mr. E. B. Norman, cotton merchant, New Orleans, La.
Mr. George A. Levy, of Livingston, Glover & Co., cotton ex-

porters of Savannah, Ga.
Mr. D. C. Reed, of E. H. Perry & Co., cotton merchant of Austin,

Tex.
Mr. W. H. Teasdale, secretary and superintendent of the Savannah

Cotton Exchange, Savannah, Ga.
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Mr. J. B. Harris, vice president of the Mobile Cotton Exchange,
Mobile

' 
Ala.

Mr. Harris Hyman, president H. & C. Newman (Inc.), cotton
merchants, New Orleans, La.
Mr. Vernon T. Davis, cotton: producer and shipper, Jackson, Miss.
Mr. Lawrence W. Weil, Montgomery, Ala.
Bashinsky, Case & Co., Birmingham, Ala.
Joseph Newburger, Memphis, Tenn.
J. M. Beley & Co., Memphis Tenn.
Anderson, Clayton & Co., cotton merchants, Oklahoma City,

Okla.
Mr. A. B. Learned, Natchez, Miss.
It will therefore be seen that the testimony offered in opposition

to this legislation is not only fairly representative of the cotton indus-
try in all of its phases, but extends throughout the cotton-growing
States.
The two principal exchanges in this country dealing in cotton.

futures, located, respectively at New York and New Orleans, were
represented in the case of the former by Mr. George M. Shutt,
former president, and Mr. Samuel B. Hubbard, its vice president.
The New Orleans exchange was represented by Pi esident Frank B.
Hayne and former President Edward S. Butler.
The Chicago Board of Trade, the laigest grain exchange in the

world, which in recent years has added cotton futures to its activities,
was represented by a former president, Mr. L. F. Gates, and a num-
ber of witnesses prominent in the grain trade as previously shown.
The Caraway bill, while aimed primarily at the cotton exchanges,
its author having voted in, committee at the conclusion of the hear-
ings to strike out all reference to grain, nevertheless seeks to prohibit
future trading in both cotton and grain, which explains the active
interest manifested in it by all phases of the grain trade and their
unanimity in opposing it.

VIEWS OF NEW ORLEANS COTTON EXCHANGE

Vresident Frank B. Rayne, of the New Orleans Cotton Exchange,
a cotton merchant of that city who testified that he had been in the
cotton business for 52 years, explained in detail the methods and
policies of the New Orleans institution and the rules that had been
adopted to prevent purely gambling transactions, which in the past
has been the principal objection urged against future exchanges.
He expressed the opinion that should the Caraway bill, S. 454, be-
come a law, the result would be disastrous to the South.
"Aside from the fact that it would destroy the hedge system in this

country without affecting the same method which holds good abroad
in Liverpool, Bremen, arid Havre, it would remove the control of
the handling of the cotton crop to foreign centers without any com-
pensating advantage whatever to the grower or handler of cotton
in this country.
"The Senator defends his measure," said Mr. Hayne, "by the

assertion that 'No man ought to be permitted to sell that which he
does not have in his possession or in expectation.' In other words,
the man who sells a contract for the delivery of cotton should either
have the cotton in actual possession or prove that he is producing

iit or s going to produce it on land owned or controlled by him.
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"The measure seeks to strike at freedom of trade or barter, which
has been the root of the prosperity of the country, and to do this the
telegraph and the press are to be coerced into cooperation under
penalties of fine or imprisonment, or both.
"From the standpoint of practical trade, the Caraway measure is a

tissue of theoretical provisions with no promise of good immediate or
ultimate and the certainty of damage to the production of cotton in
this country beyond repair.
"Practically, the object of the measure is to disrupt the cotton ex-

changes of New Orleans and New York. In a word, it would so
restrict trading in future contracts as to ultimately abolish future
trading in the American exchanges.
"As stated in a previous hearing before a congressional committee:
" 'Future trading was established on the cotton exchanges to pro-

tect two elementary risks in the cotton business beyond the power of
man to absolutely control, namely, variations in the size of the yearly
crop and the amount of cotton the world would yearly consume.
The present future contract is the result of more than 40 years of
experience modified by recent legislation. After hearing of represen-
tative committees of the cotton trade before the Committee on Agri-
culture of the United States Senate the United States cotton futures
act was enacted in August, 1914, subsequently reenacted with amend-
ments in August, 1916, and further amended in March, 1919, with
the result that we now have a contract that is fair alike to buyer and
seller and probably sufficiently comprehnsive to include the bulk
of the cotton grown.
" ' It is not contended by this that the future contract is a perfect

one, but it is the most economical and best price insurance which
men of every nationality engaged in the cotton business have been
able to devise to insure an initial profit or minimize a possible loss.'
"Meanwhile, the Federal law has thrown about it safeguards

which insure equity and fair dealing. All cotton delivered on future-
delivery contracts is inspected and classed by Government officials
who issue certificates therefor; thus, under the law, the Government
becomes a party to the final settlement of contracts insuring the hon-
esty, correctness, and uniformity of such contracts. It is a strictly
legal contract and the seller is forced to deliver and the receiver to
receive the cotton specified therein, differing only from the require-
ments of Senator Caraway's proposed measure in that everyone is
entitled to buy or sell, instead of a limited number not sufficient to
constitute a broad market for the protection of seller and buyer in
the economical handling of the crop in its transit from the field to
the loom. As in all contracts made for any article of produce or mer-
chandise the parties thereto may obtain legal offsets, transferring
their rights for fulfillment to other parties before maturity by means
of substitution of like contracts differing only as to price. A rule of
the New Orleans Cotton Exchange requires that—
"All contracts for the future delivery of cotton shall be binding

upon members and of full force and effect until the quantity and
qualities of cotton specified in such contracts shall have been deliv-
ered and the price specified in such contracts shall have been paid.
Nor shall any contract be entered into with any stipulation or under-
standing between the parties, at the time of making such contract,
that the terms of such contract are not to be fulfilled and the cotton

S R-69-1—vol 2 10
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received and delivered: Provided, however, That any party holding a
contract against another, corresponding in all respects, except as to
price, with one held by the other party against him, may cancel
or close both by giving notice to the opposite party at any time before
notice of delivery.'
"There is another rule of the exchange that prohibits members,

under penalty of expulsion, from engaging in or being associated with
persons who deal in differences on the fluctuations of the market
price of cotton.
"In so far as the southern cotton market is concerned, the govern-

ing principles have not changed since the original enactment of the
United States cotton futures act and it is undoubted that enactment
of the Caraway measure would lay it open to the evils pointed out
by the House Committee on Agriculture in its report of the Smith-
Lever bill to the Sixty-third Congress, second session, which said:
"'It is the opinion of the committee that the abolition of the cotton
exchanges would result inevitably in the monopolizing of the entire
cotton crop into the hands of a very few powerful interests with the
force and means to fix the price at which the farmer would be com-
pelled to sell his cotton. Fully 75 per cent of American-produced
cotton leaves the hands of the producer during the four months of
September, October, November, and December. It takes no stretch
of the imagination to foresee how utterly helpless the farmer, as a
class, would be in his present disorganized condition as a factor in
fixing the price of his own products, as against the organized genius
and money of the spinners and powerful spot-cotton dealers.
"The fundamental principle of trade is that the buyer always

buys at the lowest possible price while the seller always sells at the
best possible price to be had. With this principle in mind, and with
the economic conditions surrounding the southern farmer not over-
looked, it does not take a prophet to foretell what must be the result
of a contest between the farmer on the one hand and the spinner
and big spot-cotton dealer on the other in a struggle for fixing the
price of cotton. The farmer can not hope to survive in such an
unequal contest. He would be forced to peddle his cotton upon the
streets and to take such prices for it as had been agreed upon,
secretly, perhaps, by these big interests. He would be absolutely
at their mercy without even the law of supply and demand to aid
_him.

-"Any legislation, therefore, which eliminates from the cotton
trade the element of legitimate speculation and legitimate speculators,
must, in the opinion of the committee, result disastrously to the
producer, especially at that season of the year when the bulk of the
crop is moving from him into the channels of commerce. Cotton
exchanges properly regulated in their operations, in that they afford
'opportunities for legitimate speculation, may be made to be of real
benefit to farmers, merchants, and spinners. The legitimate specu-
lator, operating through the exchanges, is the only buffer standing
'between the helpless producer and the powerful buyer of his product.'
"We can not do better than repeat," continued Mr. Hayne,

." that the Caraway measure, aside from its utter impracticability,
-would, if enacted into law, prove productive of untold harm to the
,cotton interests of the South without a single compensating advan-
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tage." (Hearings, Senate Agriculture and Forestry Committee,
69th Cong., p. 37 et seq.)
Mr. Hayne was followed by former President Edward S. Butler,

of the New Orleans Cotton Exchange, who is a cotton grower,
merchant, and exporter. He appeared at the hearings held during
this and the Sixty-seventh Congress and on each occasion made a
minute analysis of the Caraway bill. His analysis of the bill in the
Sixty-seventh Congress was as follows (hearings, Senate Agriculture
and Forestry Committee, 67th Cong., p. 28 et seq.) :
"Senator Caraway has introduced a 'bill which, in short, prohibits

the sale of cotton for future delivery unless the seller states that he
has the intention to deliver and that he actually owns or has con-
tracted for the ownership of the cotton or that the cotton is in actual
course of growth on land owned, controlled, or cultivated by him;
and further, that in order to convey a message by telegraph an affi-
davit must be filed with the telegraph, telephone, or wireless tele-
graph company that he intends to actually, deliver or receive such
cotton, etc.; further, penalties are provided for violations of this law.
"In order to discuss this bill and to realize its effect it is necessary

to analyze the various factors which go to make up a future market.
The future contract is composed of the following character of trades:
"1. Buying of hedges against sales of spot cotton.
"2. Buying for investment or speculative account.
"3. Buying for straddle account; that is, buying in one market

and simultaneously selling in another, or buying one month in one
market and selling another in the same market.
"4. Selling of hedges against purchases of spot cotton.
"5. Selling for speculative account.
"6. Selling for straddle account, etc.; that is, selling in one market

and simultaneously buying in another, or selling one month in one
market and buying another in the same market.
"7. Buying by spinners as a hedge against later purchases of spot

cotton to insure against a possible advance in prices.
"All of these elements of trade are found absolutely necessary in

order to assure the producer and consumer the best insurance through
the medium of the future market while marketing and finally dis-
tributing the cotton crop and the manufactured article.
"Buying of futures as a hedge against forward sales has long been

recognized by the trade as the cheapest and safest policy, and is par-
ticularly useful to the exporter to protect him against his forward
sales of cotton, as well as the millman against his forward sales of
manufactured goods, should an advance in raw cotton prices occur;
the necessity of selling ahead being essential to the cotton trade.
It is recognized as the only conservative business method to insure
a profit or moderate loss, as well as to permit a large volume of busi-
ness to be done forward.
"Hedge selling against purchases of actual cotton is just as neces-

sary and permits the merchant to carry large stocks of cotton, par-
ticularly as it is necessary for him to accumulate stock when the bulk
of the cotton crop is marketed from August to December and insures
him against sudden or permanent declines in the market. Hedging
has become recognized the world over and is insisted upon by all
conservative banking interests.
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"The necessity of speculative or investment buying is well appre-
ciated. The bulk of the cotton crop is marketed during five months.
Often the market is flooded with cotton during this period, and as the
price often declines, owing to the fact that offerings are larger during
that period than trade requirements, the speculator performs the useful
function of buying the surplus of the hedge selling during that period,
thereby distributing the losses, if any, among a great many instead
of the trade shouldering same. This was particularly true last year.
What would have become of the country, with the price of last year's
cotton crop shortening from over $2,000,000,000 to less than $1,000,-
000,000 in the first three months of last season, if the speculator and
the hedge buyer had not borne the brunt of the decline? Surely it
was not the trade; there was during that time a lack of buyers and
trade demand to absorb the daily offerings of cotton.
"Speculative selling is just as essential, as in many years, at periods,

trade demand is larger than the offerings, due to various causes.
The speculative seller expecting ultimate profit supplies the trade dur-
ing the period with contracts, at times profitably and often with a
loss.

STRADDLE BUSINESS, OR WHAT IS KNOWN AS ARBITRAGE
BUSINESS

"The tendency of this business is to keep the markets as nearly
equal in their relation to each other as possible; otherwise the in-
dividual market would be governed entirely by existing local con-
ditions instead of world conditions. This character of trading is
also necessary between months in the same markets, as conditions
temporarily cause more or less demand for one month than the other
and without this equalizing method we might at times have disastrous
discounts or unnecessary premiums, which are both ultimately
detrimental to the cotton trade. The arbitrage business in normal
times is large and done mostly for small profit. Extreme premiums
or declines are purely psychological and are of short duration.
"There are only two people in the cotton business whose interests

are diametrically opposed. One is the farmer, whose object is to
secure the highest price for the result of his labor; the other is the
consumer, whose object is to buy his raw material as cheaply as
possible. All intervening interests work on fixed commissions or
take their chances as to buying or selling profitably. The legitimate
speculator, operating through the medium of the exchanges, is the
only buffer between the farmer and the powerful buyer and consumer
who can readily organize while the farmer can not; and it is easy to
see that the farmer can not hope to survive in such an unequal con-
test if the speculator is eliminated, whether he be a long buyer or
short seller in the future market. The presence of the speculator in
the exchanges, always ready to buy or sell, has undoubtedly served
to relieve the trade of the risk of violent fluctuations in value. Specu-
lative markets on the cotton exchanges enable the farmer at any
season of the year or any day of the season to find a ready sale for
his cotton. 'While there may have been at times unwise speculation
on exchanges, the exchanges have been useful in stabilizing prices,
in furnishing correct quotations of the market value of cotton, and in
maintaining a reasonable parity between futures and spots, thereby
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posting the faimer, the merchant, and the banker, and the consumer
as to prices of cotton daily.
"Much has been recently said of the short seller, even going so

far as to suggest the elimination of short selling. The elimination
of short selling restricts the speculative buying power and would
make a lopsided market, allowing only buyers to go into the market,
which might temporarily establish fictitious values and cause the
accumulation of a long interest which, upon liquidation, would prob-
ably force a continuous decline until all investors or buyers had
liquidated. Price insurance through the future contract would thus
be destroyed and a chaotic condition exist in the trade, and as a
result the market would be at the mercy of the spinner.
"On the 13th of November, 1918, the cotton distribution commit-

tee of the War Industries Board issued an order prohibiting specu-
lative short selling, which went into effect and was rescinded on
December 9, 1918. During that period, contrary to having the
effect of stopping the decline in cotton, it is noted from the quota-
tions that middling spot cotton in New Orleans, as of date Novem-
ber 13, was 29.38 cents per pound; whereas, on December 9, it had
declined to 28.50 cents per pound, proving conclusively that in this
instance the law of supply and demand functioned regardless of the
artificial restrictions imposed upon the future cotton market and
cotton declined nevertheless. It is true that during that period
futures advanced temporarily but finally lost 5 points for December
cotton.
"I am of the opinion that the order authorizing the restriction

was rescinded in such short order because it had proved a failure.
"Many other commodities and articles which were not protected

by a future market during that year declined as much or more than
cotton and during the decline there were periods when these articles
could not be sold at all, the difference between sales being many
cents per pound; whereas we were able to hedge cotton continuously
during the decline at almost every hundredth part of a cent.
"I hold no brief that the present future contract is a perfect one,

but I do say that it has functioned well regardless of the abnormal
war and postwar conditions and has been an economic and insurance
benefit to the cotton trade even during this season of distress and has
for many months offered the best price obtainable for cotton in the
world, the near position selling at a premium over the price obtain-
able for cotton on the spot markets, thereby indicating that the con-
tinuous offers of spot cotton at lower prices caused the future market
to decline notwithstanding the effort and strong resistance which it
offered to the decline.
"It must be borne in mind that the American exchanges do not

control entirely the trading in future cotton, which is also traded in
upon the great exchanges of Liverpool and Havre, whose contracts
are practically identical with ours, except that their grades are called
by different names. Senator Caraway's bill would prohibit the
trading between these markets and ours, our contract under his bill
being entirely different and restricted, and the business would gradu-
ally drift to Europe and the price of cotton be controlled by them,
our market being traded in entirely by spot holders of cotton and
subject entirely to local conditions.
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"The future contract was inaugurated as an interim or insurance
contract, as stated above, and the protection and safety afforded
against fluctuations in raw cotton by the future hedge enables the
banks to lend large sums upon reasonable margin to all parties in the
cotton trade, thereby enabling a large volume of business to be done.
It has also opened the cotton market of the world to the public, and,
as stated above, the speculator or investor performs a useful service.
But the Caraway bill would entirely eliminate him, as he must be
the owner or have the cotton under control before he can participate
in a future contract.
"Right here it may be well to say that an exporter, unless he ac-

tually bought cotton, could not sell cotton forward, even abroad,
under this bill.
"Above I have referred to the elimination of short selling and its

effect. Senator Caraway's bill eliminates the short seller and, as
said before, naturally limits the amount of buyers, as for every buyer
there must be a seller. In brief, Senator Caraway's bill would close
the American future markets, revolutionize the cotton trade and

13destroy the present economic and insurance features enjoyed :37. the
trade through the future market.
"In periods of extraordinary demand or bountiful supply, both of

which cause violent fluctuations in prices but in opposite directions,
there is always a good deal of agitation in America for destructive
or regulatory legislation, as the future board prices visualize strongly
the advances or declinesin the market, and those who are uninformed
as to the economic and insurance benefits of the future market
to the cotton trade cry out for legislation both State and National.
To the cotton merchant, the future market eliminates the specula-
tive risk and hazards of the cotton business and is an economic factor
of safety to the entire cotton industry.
"We who have our all invested in the cotton trade are satisfied

with the present future contract. It is the result of many years of
careful thought by the best brains the cotton trade has produced, as
well as by legislative attention, and I wish to quote our attitude as

iexpressed n an article in a recent issue of the Cotton and Cotton Oil
News, of Dallas, Tex.
"'It is refreshing to note the attitude of those who understand the

operation of the legitimate exchanges compared to the wild charges
and hurtful actions of men who do not understand the functions of the
grain or cotton exchanges. At a recent banquet at the Hotel Cecil,
in London, to the Royal Grain Commission, Sir Alan Garrett
Anderson proposed "the grain trade" and said the essential functions
of the Government were to protect and help trade, but not to take
it in hand. The Government's job was to keep the ring clear and let
traders do it themselves. By the miracle of private enterprise and
individuality, our Nation had become great. By a repetition of that
miracle we should climb from the valley of shadows in which industry
was to-day.
" 'What a wonderful precept for our national lawmakers, who,

no doubt mean well, but always do that which results in distressing
losses to those they seek to assist. Why not let well enough alone
and help instead of hindering?'
"Gentlemen, if you enact Senator Caraway's bill into law, you will

create a condition such as existed at the outbreak of the war, in 1914,
when the exchanges were forced to close for three months. I would
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like to file with the committee copies of extracts from newspaper
articles regarding the demand to reopen the cotton exchanges."
Mr. Butler had inserted in the record numerous editorials from

representative journals throughout the cotton and spinning States
together with statements of public men in the cotton States urging
the reopening of the cotton exchanges in 1914 when they were closed
at the outset of the World War.

NEW YORK COTTON EXCHANGE SPEAKS VIGOROUSLY

Vice President Samuel T. Hubbard, jr., of the New York Cotton
Exchange, said that he wished to confirm everything that had been
said by the members of the New Orleans Exchange which he thought
covered the case. The ultimate answer to the Caraway bill would
be that it would destroy and close both the grain and cotton ex-
changes and result, in his opinion, "in the greatest panic the world
has ever known." (Hearings, Senate Agriculture and Forestry
Committee, p. 51 et seq.)
One of the most lucid explanations of the workings of the cotton

futures contract given in the whole range of congressional investiga-
tions of that intricate subject, was made in a letter dated by Mr.
Hubbard in explaining the details of several actual transactions on
the New York exchange. He prefaced this, however, by showing
how practically the same system was used by the cloth merchants of
New -York who have no exchange and whose operations in conse-
quence are conducted at greater expense. "To illustrate," he said,
"the dry goods merchants in New York City buy from mills all over
the country many thousands of yards of goods, and sell to other
merchants in New York, or to merchants throughout the United
States, these goods for direct shipment between the mill and the
merchants outside of New York. Many millions of yards of goods
traded between dry goods merchants in New York, not only among
themselves, but with people outside of New York, never pass through
the city of New York. These sales are often made for 90 days'
delivery after date of sale, and constitute just as much a future con-
tract as the contract traded in on the New York Cotton Exchange,
the difference lying in the fact that cloth merchants have never
formed an exchange nor eliminated the excessive bookkeeping which
the cotton merchants have succeeded in doing.
"It is noticeable," he continued, "in other discussions of this

question of future delivery, that much emphasis is placed upon the
fact that the speculator always is the buyer or seller against the
operation of the merchant on the other end. This is not correct. A
merchant buying cotton from a farmer in the South, and having no
immediate demand from the mill for this character of cotton, sells a
future in the New York market. The buyer must be either another
merchant, a mill, or a speculator. It may be that the buyer is a
merchant who has sold cotton to a mill and has not that immediate
cotton on hand, and he protects himself by the purchase of a future
against this sale. If he buys a future from the other merchant in the
South through the New York Cotton Exchange, and that merchant
in the South has just bought spot cotton from the farmer, we have a
condition where there is a merchant on the sales side and a merchant
on the purchase side. He also might be a mill owner that has sold
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goods and not yet bought his cotton. In that case we would have a
merchant in the South selling a contract against which he had bought
cotton from a farmer in the South, to a spinner who had sold goods
but had not yet bought his spot cotton. We then have a situation
where, through the New York Cotton Exchange, there was a sale of
a future contract, the merchant being the seller and the spinner
being the buyer. On the other hand, the buyer may be a speculator
who believes that the price of cotton is reasonable and that the supply
in the future will be small, and that trade will be better, or for any
other reason he may have for making a purchase.
"We often hear this called gambling; that is, that the speculator

is always gambling. This is not true, because when the speculator
makes his transaction he bases his ideas of values on what he expects
will be the future development of affairs, namely, that the crop is
becoming poor and therefore the price may advance; or the con-
sumption will be very large, and therefore prices will advance; or
that general trade throughout the country will in the next few
months be better, and therefore prices will advance. In this case,
of course, a speculator, if he is correct in his judgment, makes
money. If he is wrong in his judgment he, loses money. There is
no distinction between this operation in cotton, carried on through
a contract for future delivery, and that of buying real estate, where
a man has made a purchase of an option on a piece of property on
which he must either take possession at the expiration of the option
and pay the full price for the property, or else, in the meantime, sell
the option to some one else who will pay for it. We have at the
present time a good illustration of that in New York City. The
New York Athletic Club bought an option last fall on a $4,000,000
piece of property on which they proposed to build a new club house.
The time for payment is about to arrive, and they must either raise
the money to pay for the full purchase price of the property or else
transfer the property to somebody else. The same thing occurs in
the cotton market when a contract for future delivery is bought
by the speculator who in March buys a contract for future delivery
in May. When May arrives he must either transfer this contract
or option to somebody else or receive and pay for the property; •
that is, the cotton. If, before that time, there is an increase in
value, he makes money. If there has been a decline, he loses money.
The same way with the New York Athletic Club; if they do not
care to pay for the property they bought in New York City, they
will have to sell the option thereon. If, in the meantime, the prop-
erty has advanced in value, the New York Athletic Club will make
money. If the property has declined in value, they will not be
able to receive as much for their option, and will therefore lose
money. In either case the question of judgment in values will
have arisen, and the result will be a profit or loss to those who make
the operation.
"Because the market fluctuates in value it does not follow that he

who is long of the market if the market goes down or he who is short
if the market goes up necessarily loses money. He does if he is a
speculator, but he does not if he is a merchant or spinner. True, he
does not make as much as he would have made if he had not been
long of the future in case the market went down, but it is to eliminate
this risk that he makes the transaction. It must be remembered
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that the merchants of the cotton world, through a system of hedge
selling through the contract markets of New York and New Orleans,
make their profit or their loss through the variations in the grade
values of cotton above or below the basic price for future contracts
in New York. If a spinner wants to buy 100 bales of good middling
cotton in the summer time before the crop moves, he applies to a
merchant. The merchant believes that he will be able to buy this
character of cotton for 1 cent a pound higher than the price of futures.
This 1 cent a pound will show to the merchant, including freight and
expenses, a small margin of profit, and the merchant therefore sells
the mill the cotton and buys a future contract as a hedge. Now, it
makes no difference to the merchant whether the market fluctuates
up or down when it comes time for him to buy spot cotton to ship
to the mill, providing that he can buy this cotton at a price from the
farmer in relation to the price of futures which will permit him to
ship it to the mill at 1 cent a pound more than the price of futures.
"To illustrate: The merchant sells the mill 100 bales of good mid-

dling cotton at 1 cent a pound above the price of October future
cotton on the 1st day of August, the cotton to be shipped in Septem-
ber. October futures are selling at 20 cents a pound. The price is
1 cent over this quoted future price at which he buys his hedge, or
21 cents. The market advances, between the time of the sale in
August and the time of the shipment in September, to 25 cents for
futures. The merchant pays the farmer 25 cents in the South, and
his profit in his futures is 5 cents a pound. He must, however, ship
the cotton to the mill at 21 cents. He therefore loses 4 cents on the
price that he paid the farmer, makes 5 cents on the advance of his
future, and has a profit of 1 cent on the sale to the mill. The reverse
is also true. If he sold the cotton to the mill at 1 cent a pound over
the price of futures, and the market was 20 cents in August, but by
the middle of September was 15 cents, he would have a loss on his
futures of 5 cents a pound. He would draw on the mill for 21 cents a
pound, a difference of 6 cents, or a difference between the loss on his
futures and the price at which he drew on the mill, of 1 cent a pound.
"The same procedure takes place on the part of a mill who sells

goods forward and buys a future hedge. These transactions of
futures represent trade operations in this instance, and by far the
greater portion of the transactions made on the New York Cotton
Exchange represent these kinds of trades.
"The criticism is raised that there are millions of bales of cotton

traded in New York each year, and many times the crop raised. It
must be remembered that if we raise a 13,000,000-bale cotton crop,
and each bale of this crop is hedged, and only hedged once, there
would be 26,000,000 bales traded in so far as the records of the ex-
change would show, because when a man sells a future contract
there must be a buyer. The seller is counted as having sold 100 bales
and the buyer is counted as having bought 100 bales, or 200 bales of
futures against every 100 bales of spot cotton raised. To give an
illustration of an actual instance, which took place recently, I give
you the following: Some time this past fall, Hubbard Bros. 85 Co
bought 2,500 bales of futures for a New England spinner on the
floor of the cotton exchange. We reported 2,500 bales to the clear-
ing house that night, and naturally the seller must have sold 2,500
bales through the clearing house that night, so that there would be
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5,000 bales placed in the clearing house that night. About 10 days
ago we sold these contracts to George H. McFadden Bros., who
had sold the spot cotton to the mill. This created a sale pf 2,500
bales upon our part, and a purchase of 2,500 bales upon the part of
Messrs. McFadden & Co., or another 5,000 bales. Inquiry into this
matter of McFadden Bros. developed that they had bought this
cotton from the farmer some months ago, and had sold 2,500 bales
of futures. Therefore, when they sold these futures, there was
another 5,000 bales reported to the clearing house.
"The result is, therefore, that on this 2,500 bales there was actually

traded in in the market 15,000 bales of futures, and while we do not
know who bought the 2,500 bales of futures that McFadden sold
when he first hedged his spot cotton, it is just as conceivable that it
was bought by some other merchant as it was by some speculator;
but, granting that it was bought by a speculator, we have then, as
an actual result of the hedging operation by McFadden and by the
mill, one against spot cotton and the other against cloth, and the
eventual purchase by the mill of the actual spot cotton from Mc-
Fadden, a total number of contracts amounting to 15,000 bales of
futures, of which, at the outside, only 2,500 bales could have been
traded in by the speculator, the other 12,500 bales being against
trade transactions—the merchant, on the one hand, and the spinner,
on the other. However, when the final wind-up of the transaction
took place, there was only 2,500 bales of spot cotton involved in the
operation. I know of no better illustration than this to show why
it is that the cotton crop of the United States is traded in on the ex-
changes so many, many times more than the actual number of bales
grown. I also know of no better illustration to show how the great
proportion of these contracts traded in can be, and probably are,
trade contracts and trade operations as differentiated from purely
speculative transactions."

NESTOR OF WORLD COTTON TRADE SPEAKS

Any report dealing with the cotton futures contract, especially as
carried on in the United States, would hardly be regarded as com-
plete without the views of Col. Henry G. Hester, the veteran secre-
tary of the New Orleans Cotton Exchange, who for 60 years has,
been connected with the cotton trade of that great port, has followed
every phase in the development of future trading from its very
inception down to the present day, and whose reports embodying
"Hester's Figures" are accepted as authoritative throughout the-
civilized world wherever transactions in cotton are carried on. When
the Caraway bill was first considered in the Sixty-seventh Congress,
Colonel Hester, who was unable to attend the hearings in person,
wrote to your committee as follows (hearings, Senate Agriculture and
Forestry Committee, 67th Cong., p. 57 et seq.) :
"The contract delivery system as conducted in the New Orleans

Cotton Exchange consists of the selling and buying of cotton for
future delivery under the United States cotton futures act, as
amended March 4, 1919, and regulations of the Secretary of Agri-
culture pursuant thereto.
"The contracts are known as section 5 contracts, as that section

of the United States cotton futures act and the regulations of the
Secretary of Agriculture constitute the limitations thereof.



TO PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS 65

"(a) The provisions of the act are that all contracts made for future
delivery on any exchange, board of trade, or similar institution, place
of 

business, 
not in conformity with the United States cotton futures

act are subject to a tax of 2 cents per pound.
"(b) The contract must specify the basis grade of the cotton in-

volved which shall be one of the grades for which standards are es-
tablished by the Secretary of Agriculture. Middling shall be deemed
the basis grade if no other grade be specified in the contract.
"(c) All cotton dealt with shall be of or within the grades specified

by the Secretary of Agriculture.
(d) Cotton delivered on such contracts above or below the basis

grade must be settled for at actual commercial differences above or
below the contract price for the basis grade.
"(e) No cotton may be delivered that is below low middling or

that is reduced below the value of low middling because of defects,
etc. (see act), and is of less than seven-eighths of an inch in length
of staple.
"(f) Tenders on contracts must be the full number of bales 

in-
volved or the equivalent weight thereof, and the person making the
tender shall give written notice five business days -before delivery to
the receiver, and in advance of final settlement must furnish the re-
ceiver a written notice or certificate stating the grade of each individ-
ual bale and by means of numbers identifying each bale with its grade.
"(g) All cotton delivered must be classed in accordance with the

classification, made under the regulations of the Secretary. of Agri-
culture, by officers of the Government designated by the Secretary
for that purpose.
"Under these regulations all cotton delivered on future delivery

contracts is inspected and classed by Government officials who issue
certificates therefor; in other words, under the law the Government
becomes a party to the final settlement of the contracts, insuring the
honesty, correctness, and uniformity of such deliveries.
"The contract is a strictly legal contract and the seller is forced

to deliver and the receiver to receive the cotton specified therein.
"As in all contracts made for any article of produce or merchandise,

the parties thereto may obtain legal offsets transferring their rights
for fulfillment to other parties before maturity by means of substitu-
tion of like contracts, differing only as to price.
"A rule of the New Orleans Cotton Exchange requires that—
"'All contracts for the future delivery of cotton shall be binding

upon members and of full force and effect until the quantity and
qualities of cotton specified in such contracts shall have been delivered
and the price specified in such contracts shall have been paid. Nor
shall any contract be entered into with any stipulation or under-
standing between the parties, at the time of making such contract,
that the terms of such contract are not to be fulfilled and the cotton
received and delivered: Provided, however, That any party holding a
contract against another, corresponding in all respects except as to
price, with one held by the other party against him, may cancel or
close both by giving notice to the opposite party at any time before
notice of delivery.'
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"There is another rule of the exchange that prohibits members
under penalty of expulsion from engaging in or being associated with
any persons who deal in differences on the fluctuations of the market
price of cotton.
"This much for the methods of transacting the business in con-

tracts for the future delivery of cotton. The origin of the method
dates back to the early days of the American Civil War between the
States, whereby parties making large contracts with the Govern-
ment for the supply of food and raiment secured themselves by other
contracts for delivery in certain specified periods. The method was
subsequently found to be of great economic value by enabling pro-
ducers to secure in advance of growth fixed prices for their products
to be delivered when ready for market and consumers to secure
delivery of their supplies in advance of their needs when needed,
avoiding the risk of price fluctuations. In fact, much as has been
said of speculative features of the future market, it is the means of
avoiding speculation or risk by both sellers and buyers of spot cotton.
This in reality is the most valubale feature of the system. In so far
as the farmer is concerned, it is the buffer between him and the
ultimate consumer. It is a favorite contention of those who do not
understand the economic value of the system that an ideal condition
would be to bring the farmer and millman into direct connection,
eliminating all who now come between them.
"The writer has been more or less connected with the cotton trade

for nearly 60 years; first, as a public journalsist and subsequently as
secretary of the New Orleans Cotton Exchange. He remembers the
'ideal days' when there was no future business and the producer
was as close to the consumer as in the nature of circumstances it was
possible to be. In those days spinners would secure sufficient for
their immediate wants and then retire until supplies would accumu-
late. There were few to intervene when values sagged, hence the
spinners had it pretty much their own way. To-day the 'men in
the street' stand in the way and are ready to buy cotton by means of
future contracts whenever in their estimation it is likely to yield a
profit. Designate them as speculators or investors or what not,
their capital, aggregating a vast sum, which was not in evidence in
bygone days, is at the convenience of the holder of cotton enabling
him to dispose of his holdings at any hour of the business day or to
hedge himself by means of a future contract from loss on a declining
market. I shudder to think what might have happened to cotton
during the past year or more had there been no system of such price
insurance. A sheer drop from $182 a bale in July, 1920, to $59 in
July, 1921, involving many hundreds of millions of dollars, that
would have wrecked the financial institutions of the South and, bad
as the consequences of the drastic decline have been, a condition would
have resulted beyond description. We need all the money we can
command to stem the tide as it is, and at no time in our history has
the capital of the 'man in the street' been more seriously wanted.
Shut out the future business and you shut out the 'man in the
street,' who is legion, and with him goes his money. He (or they)
constitutes the 'man' whose income tax contributes to the greater
share of the billions that annually pour into the country's Treasury.
"By means of the future contract there is no day or hour in the

day that cotton may not be bought or sold, and it is this that makes
cotton the most liquid asset known to the world's trade.
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"It constitutes a method of price insurance that may be likened
to the vast systems of fire and marine insurance without which
living would be relegated to the realms of barbarism. It has re-
peatedly been urged that a great evil is that the sales of future con-

tracts are annually many times the volume of the cotton crop. Is it an

evil? Every time a piece of real estate or an article of merchandise,
in transit to the consumer, changes hands it is insured so that the

aggregate of such insurances is many times the aggregate value of

the fixed or movable articles of trade and commerce. So it is with

cotton; every time it changes hands it is made the subject of a future

contract for price insurance. While it is true that not all of the

cotton is hedged or insured through the future markets, most of it is,

and as cotton not infrequently changes ownership six to eight times

from the producer to the final consumer, the number of 'price insur-

ances or hedges is increased accordingly. Transfers of hedges from

month to month also swell the total of future transactions. In a

word, the aggregate of futures transactions from day to day in-

volve sales and resales, purchases and repurchases of the same risks,

and are therefore not all original transactions, any more than bank

clearances show the net amount of money that is transferred on

balances.
"Conditions affecting cotton are not local nor even confined to in-

fluences prevalent in the United States only. Its trade is a world

trade and its values are affected by world conditions. These values

are reflected more quickly and accurately in the future markets of

New Orleans, New York, and Liverpool, but in the main they in

turn are governed by the laws of supply and demand and it is a fact

that as a rule futures are governed by the actual value of spot cotton

instead of governing such values. In general, it may be said that

similar trade conditions or world occurrences which influence the

variations in foreign exchange produce like effects on cotton.

"There is perhaps no more constructive piece of legislation on our

statute books than the United States cotton futures act. It regulates

the business within the lines of reason and justice and is helpful to

producers, traders, and consumers of spot cotton in the United

States. If the act has a fault, it lies in the restriction of the number of

grades tenderable on contract and to that extent lessens hedge pro-

tection of a material percentage of the total annual growth. The

result of this is seen in the frequent wide disparity between grad
es

tenderable and untenderable. The disposition in some quarters to

further limit the number of grades tenderable for that reason can n
ot

prove otherwise than harmful; in fact, further limitations woul
d so

circumscribe the number of sellers (and consequently of buy
ers)

in this country as to destroy the hedge features, resulting in 
closing

American exchanges. Legislative experiments of this nature would

not merely prove seriously harmful, but would be futile.

"In this connection, let me quote the remarks of Senator Wi
lliams,

of Mississippi, in the Senate on the 5th of August last, in 
connection

with the proposed Dial amendment:
" 'Mr. WILLIAMS. Mr. President, there is just one thing

 I wish

to suggest as a subject for the Senator from South Carol
ina to con-

template before he comes forward to exhaustively- argue the matter.

Even if we can regulate the New York and New Orleans 
exchanges,

and all the exchanges in the United States, would we not h
ave a good
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deal of the same substantial trouble growing out of the fact that we
could not regulate the Havre and Hamburg and Liverpool exchanges;
and if they continue this abuse will it not have substantially or to a,
large extent the same effect upon the farmer? I do not ask that ques-
tion to be answered now. I merely desire the Senator to think about
it before he goes exhaustively into an argument of the subject.'
"The future business is regulated by the United States cotton

futures act and, like the man who experimented upon how much
he could regulate the quantity of food for his mule, until by the time
he had reached a satisfactory conclusion the mule died, further
regulation can only cripple or kill trade control on this side of the
water, transferring it to foreign markets. We now have the whip
hand. Is it worth while to speculate upon giving it over to the
foreign spinner?
"Another serious result of destroying the future business in the

great exchanges of America would be the elimination of many of
the innumerable small cotton markets in the South and the con-
centration of the trade at the ports and larger interior markets
possessing requisite capital. The ability to hedge has helped the
small merchant to secure money loans, without which he could not
transact business. As in the days prior to the futures system, the
shipments would gravitate to the large markets. To-day large
merchants or groups of large merchants or capitalists can not control
world markets for cotton. Without the future business which
embraces the means of legion (the 'man in the street') a few large
capitalists could and would manipulate the cotton crop either up
or down as their interests might dictate.
"I remember in the old days, 50 to 60 years ago, no bale of cotton

came to market without being assessed in various ways to the extent
of $5 to $10 or even more. To-day the average charge is four-
fifths less.
"The entire modern system of cotton trading is on a, broad

economic basis which can not be destroyed or restricted beyond
certain lines without relegating our southern country to the age of
mule cars and sailing ships. Can we afford, in endeavors to correct
conditions due to the upheaval of a world war, which require time
to rectify, to strike at the root of modern trade methods?
"Cotton is low, very low, in comparison with recent high ranges,

but there were periods before our Civil War when it sold below 5
cents a pound, not that I believe it will ever reach that level in
yours or my time, but we may not ascribe recent depression to
market methods. The facts are supplies accumulated to an un-
precedented volume at a, time when there was a certain curtailment
on an unprecedented scale of the offtake of cotton goods and at
times could not be sold in volume except through the cotton future
contract market.
"I believe now the tide is turning, notwithstanding the large

'carry over' from the last crop; decreased acreage and production
for the current year promises to even up conditions. Moreover,
there are encouraging signs in the goods market which promise a
material enlargement of consumption. We are at the 'parting of
the ways,' and consensus of the ablest opinions is that any change
must surely be for the better. Legislation, unless it be to aid us
to carry the load for a longer period at reasonable charges, can do
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no more than a man could by attempting to 'lift himself by his boot
straps.' As President Harding puts it, we need more business in
legislation and less legislation in business.

The 'business' in legislation for the cotton farmer is to help him
to better conditions on the farm, to aid him to secure improved
transportation to the common carrier, and to protect his products in
transit to market.
"These can not be brought about instanter by act of Congress, but

Congress can help to put matters in train that may revolutionize
existing methods and not only cause two blades to grow where but
one is now produced but spread happiness and prosperity by enhanc-
ing the margin between producing

6 
and selling values. I am fully

in accord with the Progressive Farmer that as long as the white
farmer in the South is forced to compete with ignorant negro laborers,
the avenue to prosperity will continue to be blocked. Uiatil we bring
about more intelligent methods of cultivation by means of proper
education, the hundreds of millions that are lost through imprcper,
slipshod methods of cultivation will continue to hang as a pall over
our southern people. When cotton is produced by intelligent
methods, which may he brought about by proper education, the same
number of acres that now produce ten millions of bales may be made
to yield twice that number, and of high-grade cotton, at a relative
cost per acre that will enrich our people and defy competition the
world over. Congress can and should assist us in that respect.
There is no way to rid ourselves of ignorant labor, of careless, im-
provident methods of marketing, but through education. It seems
pitiful that there is not a few in our southern country who believe
that the boll weevil has proven a blessing in disguise by forcing an
abandonment of 'all cotton' and a consequent diversification of
crops. In one county in Alabama, we are told that the growers of
cotton have erected a bronze fountain in the heart of the business
section of one of its towns, inscribed:
"In profound appreciation of the boll weevil and what it has done

as a herald of prosperity. This fountain is erected by the citizens
of Enterprise, Coffee County, Alabama."
"Is it a wonder that with a superabundance of low grades not

worth the cost of production, that the average return to the farmer
spells poverty and want? Let Congress help us to educate the rising
generation, black as well as white, to rescue our highways and land-
ings from the mud and slush, to see to it that proper protection is
afforded from defective storage places of transportation companies,
aid us to teach the people that a bale of cotton that is worth much
more is as much entitled to protection as a bale of hay or a sack of
flour, and the demand for the destruction of economic trade methods,
which are a natural help to the grower, will cease. No country in
the world is more highly productive than the Southern States, and
yet as stated by a well-known authority, 'nowhere else are farm
laborers (the men, women, and children who produce our cotton)
housed in homes so crowded and ill equipped. In Iowa,' to quote
from the same authority, 86 per cent of the homes have telephones;
in South Carolina 5 per cent. In Utah 45 per cent of the farm houses
have electric or gas light; in the South 2 per cent. In Nebraska 75
per cent of the farmhouses have automobiles; in five Southern States,
less than 10 per cent.'
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"And these relative conditions will continue to exist until the light
of education dawns upon our people. There is no short route to
prosperity, nor can we hope to encompass needed reforms in a day
or a year, but we can with the aid of Congress and the cooperation of
the State governments start them on the road to success. If our
Senators and Representatives are keen to promote our success, there
is abundant room for them to set the ball rolling. The necessity for
constructive legislation is imperative. Existing trade enactments
are in the interest of the producer and fair alike to the trade and
consumer; the necessity for legislative assistance is at the other end
of the line. The immediate need is for continued help in financing
our products abroad that the foreign manufacturer may be enabled
to buy and spin our cotton. This given, the outlook, with the
decreased production of the current year, which has not yet wrought
its full effect, and the trend toward largely increased consumption at
home and abroad, promises an era of values in the near future that
will mitigate our troubles. We shall not, however, receive our full
dues until much needed reforms are applied at the sources of our
supply. Until these are accomplished, high cost of production and
inadequate returns will continue to breed dissatisfaction and more
or less want among the producers. These can not be legislated out
of existence through experiments which tend to circumscribe eco-
nomic methods which have lessened the cost of marketing and are the
results of a half century of careful study the world over."

An able article on cotton exchanges and their economic value, by
Arthur R. Marsh, ex-president of the New York Cotton Exchange,
is attached hereto and made a part hereof, entitled "Exhibit B."
This article is part of a series on American produce exchange markets,
planned by Dr. S. S. Huebner, professor of insurance and commerce
at the University of Pennsylvania, and issued by the American
Academy of Political and Social Science, volume 38, No. 2, Sep-
tember 1911, pages 571-598.

REVIEW OF FEDERAL LEGISLATION AFFECTING FUTURES

Inasmuch as there are several other bills now pending in both
Houses that would accomplish the same general results as S. 454,
and as they are reintroduced with unfailing regularity at the conven-
ing of each new Congress, it may not be amiss at this time to review
the more outstanding features in the history of this class of legisla-
tion. It had its inception in Congress about 40 years ago, although
for more than a decade prior to that a great deal of agitation had been
carried on, especially in the leading agricultural States to abolish
the exchanges dealing in futures. Several of the State legislatures
where the granger movement had developed strength, had already
passed laws upon the subject before the movement for Federal
regulation began to take concrete form in the Forty-eighth Congress
(1883-1885) during the first administration of President Cleveland.
Boards of trade and exchanges, especially those located in New York,
New Orleans, and Chicago, were the objects of attack, the charge
being that regardless of the law of supply and demand the prices of
farm products dealt in were fixed absolutely by the manipulations

•
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of speculators, to the detriment of the producers; that such practices.not only diverted large sums of money from the legitimate channelsof trade, but the result of the system was to undermine the moralityof the country, make gamblers of men of business, produce failures,embezzlements and other financial crimes and in various wayscreate a serious menace to the State.
The imposing array of laws that now extend Federal supervisionto so many agricultural and other activities had not yet begun tomake their appearance. For that reason the long contest resultingin the final passage of the cotton futures act illustrates more clearlythan any other legislation on the statute books the complete changeof view that has come over the American people with respect totransferring this regulatory power from the sovereign States to theFederal Government.
Mr. Carlisle, who had presided over a Democratic House when thefirst bill was introduced on this subject in the Forty-eighth Congress,was still in the Speaker's chair in the Fiftieth Congress when thefirst of the numerous reports that have since come from the Agri-cultural Committees of the two Houses upon this subject was sub-

mitted. It was an adverse report on two bills almost identical in
language and intent with the bill now under consideration; the first
being a bill "to punish dealing in futures in agricultural products"
and the other "to prohibit fictitious and gambling transactions on
the price of articles produced by American farm industry." In
returning them to the House with the recommendation that they lie
upon the table, the committee reported that it could find no grant
of power in the Constitution for congressional action.
"Such transactions," said the report (50th Cong., 2d sess., H.

Rept. 4141) "are simply contracts, gambling contracts, and as such
involving the question of morals; all of which are matters of local
State jurisdiction, and are a part of the mass of powers reserved by
the States, over which their jurisdiction is ample and exclusive. The
police powers of the United States only extending to such matters as
pertain to interstate and international transactions, all other police
powers belonging exclusively to the States. The dealing in futures
is no more nor less than a simple contract, and is not a part of inter-
state commerce, as it is not commerce at all, but rather an obstruction
to commerce. No commodity or other thing of value changes hands,
but the difference in the price of the thing fictitiously sold and bought
on the day of contract and the day of delivery is adjusted between
the parties. So that the grant of power in the Constitution 'To regu-
late commerce with foreign nations, and among the several States,'
etc., does not authorize the Congress to exercise jurisdiction over the
subject matter of the two bills."
The committee in the succeeding paragraph then proceeds to quote

from a distinguished Senator from Louisiana, Hon. Judah P. Ben-
jamin, whose seat I have the honor to occupy, as follows:
"In relation to things not yet in existence, or not yet belonging to the

vender, the law considers them as divided into two classes, one of
which may be sold, while the other can only be the subject of an agree-
ment to sell, of an executory contract. Things not yet existing
which may be sold are those which are said to have a potential
existence, that is, things which are the natural product or expected
increase of something already belonging to the vender. A man may

S R-69-1—vol 2 11
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sell the crop of hay to be grown on his field, the wool to be clipped
from his sheep at a future time, the milk that his cows will yield in
the coming month, and the sale is valid." (Benjamin on Sales,
p. 100.)

LOUISIANA SENATORS LEADERS OF OPPOSITION

Fate seems to have decreed that the defense of future trading,
when properly supervised and legitimately conducted, should, from
the very beginning, have fallen to the lot of the representatives from
Louisiana in this body. Senator Benjamin, whose monumental
work on the Law of Sales was quoted by a hostile committee to show
that these contracts were valid, will go down in history as one of the
most distinguished lawyers who ever occupied a seat in the Senate.
During the nine years he served in this body he was tendered a judge-
ship on the United States Supreme Court by President Pierce, which
he declined. When his State withdrew from the Union he became
successively attorney general, secretary of war, and secretary of state
of the Confederacy. After the collapse of that government, he fled
with President Davis from Richmond, escaped to England, where he
resumed his profession, and in 1872 had the distinguished honor
conferred upon him of being made Queen's counsel. It was while
practicing his profession in London that Senator Benjamin wrote his
work on the Law of Sales, which is said to have commanded wider
use than any legal textbook of modern times. His previous work as
an author had been occupied with a digest of the decisions of the
Supreme Court of Louisiana, in which he collaborated with Thomas
Slidell. In that work he had occasion to treat of the Nathan case,
one of the leading American decisions dealing with the regulation of
exchanges. The committee in the first congressional report upon
this question, to which reference has already been made, cites that
case in justification of its own stand that this was a matter for regu-
lation by the State legislatures and not by Congress. It says:
"In 1842 the State of Louisiana passed a law imposing a tax of

$250 on each exchange broker. One Nathan refused to pay this tax
upon the ground that his business 'consisted exclusively in negoti-
ating and effecting for others the purchase and sale of exchange on
,other States or foreign countries.'
"The case went before the Supreme Court of the United States

and is reported in 8 Howard, page 73. The issue was sharply pre-
sented under the commerce clause of the Constitution. The postu-
late was: Congress have the exclusive power to regulate commerce
with foreign nations and amongst States. Exchange is a necessary
instrument of such commerce. Therefore a State law which imposes
a tax on dealers of foreign and interstate exchange is in derogation
of the power granted Congress and is null and void. To this Mr.
Justice Field, in delivering the opinion of the court, says:
"No. No one can claim an exemption from a general tax on his

business within a State on the ground that the products sold may be
used in commerce. * * * The Constitution declares that no
State shall impair the obligation of contract, and there is no other
limitation on State power in regard to contracts. In determining on
the nature and effect of a contract we look to the "lex loci" where it
was made, or where it was to be performed. And bills of exchange,
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foreign or domestic, constitute, it would seem, no exception to this
rule. * * * No; the Federal Government can no more regulate
the commerce of a State than a State can regulate the commerce of
the Federal Government; and domestic bills or promissory notes are
as necessary to the commerce of a State as foreign bills to the commerce
of the Union. And if a tax on an exchange broker, who deals in
foreign bills, be a regulation of foreign commerce, or commerce among
the States, much more would a State tax upon State paper by Congress
be a tax on the commerce of a State.'
"And the court held that foreign bills of exchange did not come

within the power of Congress to regulate commerce with foreign
nations and among the States, but remained with the States and
under their power." (50th Cong., 2d sess., H. Rept. 4141.)
In the next Congress, the Fifty-first (1889-1891), presided over by

Speaker Reed, the Committee on Agriculture decided that the
subject matter was one with which the Federal authority should deal
and recommended the passage of a bill defining "options" and
"futures" and "imposing a special tax upon dealers therein." This
was the forerunner of, the series of drastic recommendations for the
absolute suppression of dealings in futures, and made no distinction
between the legitimate exchanges and the bucket shops with which
the country was infested at that time. The committee announced
that the bill was "intended to apply to that class of transactions
conducted in the 'bucket shops' and 'grain pits' of the country, and
known as ' puts ' and 'calls,' including the whole range of mere specu-
lative gambling in fictitious farm products. It does not affect injuri-
ously any legitimate trader or dealer in farm staples. It seeks to
and does impose an internal-revenue tax upon those ' dealers ' in
grain, cotton, and pork, who, as a rule, never see, own, or handle a
peck or pound of the articles they sell. It applies to ' dealers ' whose
transactions have the least possible reference to the supply, and still
less reference to the demand for consumption; who are not concerned
whether the harvests are blighted or bountiful."
"The bill," it said, "which in terms affects transactions for future

delivery which are innocent in themselves and do no harm to anyone,
is yet intended to reach that class of speculators only who sell what
they do not own; who sell with no purpose or intent, near or remote,
to deliver what they sell; who require little capital or stock in trade,
and yet who sell in the 'bucket shops' and 'pits' of the United States
every 30 days more wheat .than is gro,jvn in the whole world in any one
year, thus in great measure destroying legitimate trade and driving
merchants and traders engaged therein from the field, and forcing
the price of farm products below the cost of production, rendering
the calling of the farmer unprofitable and degrading toil." (51st
Cong., 1st sess., H. Rept. 1321.)
Reverting to the charge made in the earlier discussions of the sub-

ject in 1884 to the effect that speculation on the exchanges had a
tendency to reduce the price of farm products, the committee said
that the "result of speculative trading was to reduce the market price
to a rate lower than the cost of production and to the lowest point
attainable against the resisting force of the actual supply." While
that charge was being made in America it is interesting at this late
date to read the very opposite explanation for low prices which was
then being advanced in England. The British spinners at that time
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consumed relatively a much larger percentage of the American cotton
crop than at present. Writing of the loud complaints that had arisen
all over Lancashire and 1884 by reason of the depression in the cotton
trade, which was steadily growing worse, the Saturday Review of
London (Oct. 4, 1884, Vol. LVIII, p. 439) 'attempted to analyze
the cause. After explaining that the prices of both yarn and cotton
cloth had never but once been so low in all the history of the industry,
it fixed the cause for the depression upon disturbed political condi-
tions in the Far East and the collapse of speculation in the American
cotton trade," saying with respect to the latter:
"Speculators buy largely in the hope of selling at a profit. They

give an impetus to production, and as prices rise in conse-
quence of their purchases, all engaged in trade acquire new courage,
and production is greatly stimulated."

These brief excerpts are given as illustrative of the intense bitter-
ness existing at the time against trading in "futures." The Con-
gressional Record of that day teems with the most vitriolic attacks
upon the exchanges and the general attitude toward them was in
striking contrast with what it is to-day. It- is notable, however,
that even in those days, notwithstanding existing abuses, the merit
of these institutions was recognized by Congress. For that reason
no action was taken upon the drastic recommendations of the Agri-
cultural Committee of the Fifty-first Congress (1889-1891).
A Democratic House having been returned to the next, or Fifty-

second Congress, it proceeded, after electing Mr. Crisp to the Speaker-
ship, to make this one of the leading features of its legislative program.
After extended hearings upon four bills of the same general character
as had been periodically reintroduced for a decade the committee re-
ported the so-called Hatch bill, named in honor of its chairman, as a
substitute. That report is important in the legislative history of
this subject as showing the change of attitude by the Democratic
Party with respect to this question. It justified the transference of
this power from the States to Federal authority. A protracted de-
bate followed the report on the bill and it passed the House by a
vote of 167 to 46; 116 members not voting. It reached the Senate
on June 9, 1892, and, after hearings by the Senate Committee, was
brought up in the Senate on July 11; the debate continuing until
the 30th, when it was set aside for adjournment. When Congress
reconvened in December, consideration was resumed on the 12th of
that month and continued until January 31, 1893, when the bill was
amended and passed by a vote of 40 to 29; 16 members of the Senate
not voting. It will thus be seen that this was one of the historic
contests that have occurred in this body. It was sent back to the
House as amended, placed upon the Union Calendar and, after a de-
bate characterized by extreme bitterness, was voted upon March 1,
when it was lost by a vote of 172 yeas, 124 nays, 33 not voting; the
necessary two-thirds not having voted in the affirmative. It was in
the course of the debate upon this bill, July 21 and 22, 1892, that
another Senator from Louisiana Hon. Edward Douglas White, who
later became Chief Justice of the United States Supreme Court, de-
livered a speech against this class of legislation which has become a
classic, the logic and clarity of which are generally supposed to have
prompted President Cleveland in elevating him to the Supreme
bench.
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In the Hatch bill a future contract was defined as one made by a
person who was not the owner of the articles contracted for, to be
delivered at a future date. This clause of the bill was limited by
exempting future contracts made by the Government and certain
contracts made by farmers and others.

VIEWS OF CHIEF JUSTICE WHEN A SENATOR

In the course of his argument Senator White said of this legisla-
tion:
"I should hesitate very much to make any very elaborate dis-

cussion as to the constitutionality of the bill, or as to the wisdom
of the legislation which it propounds, if I were not profoundly con-
scious that in my judgment there has been before the American Con-
gress for many years no more pernicious, no more vicious, no more
flagrantly unconstitutional legislation, no legislation more tending
to undermine and destroy the very foundations of our Government,
and none more calculated to do untold and untellable harm to the
people of this great country. The interests which this proposed
legislation affect are enormous. The products, the price or sale of
which the bill attempts to regulate, run up into vast proportions.* * *
"There can not be any question that the contract which the bill

strikes at in its second section is a lawful contract; that is removed
beyond the domain of controversy. The question whether contracts
for future delivery are valid contracts has been before every court
in this land. It has been to the Supreme Court of the United States,
it has been to the courts of last resort of almost every State in this
Union, and it has been crystallized in a body of jurisprudence now
passed beyond question that it is absolutely as lawful for a man to
sell for future delivery as it is to sell for present delivery; that there
is no earthly difference between the two; that they are both valid
contracts protected by the law, enforced by the courts, provided
only what? Provided only that either of the parties to the contract
has an honest intention to deliver.
"The purpose, then, of this bill is to strike down contracts which

can be validly entered into; protected by the judgments of the courts
of last resort of all this Union. I challenge any Senator upon this
floor to produce a single modern authority which does not recognize
that the right to make these contracts under the dominion and juris-
diction of the State courts is as absolutely sacred and as well pro-
tected by the xgis of the State law as his right to hold his home, or
any other right that he has within the dominion of the State."
(Congressional Record, July 21, 1892.)

That was the most authoritative defense of the validity of these
contracts since Benjamin had been quoted in the original report upon
this subject; and with the failure of the Hatch bill to become a law
the question of "futures" and "options" became more or less quies-
cent until the Fifty-ninth Congress (1905-1907). On February 4,
1907, the next important step occurred, when the House passed a reso-
lution directing the Bureau of Corporations to make an investigation
of cotton exchanges. That work was conducted by Herbert Knox
Smith, who published the result of his labors in two volumes
in 1908. It was largely devoted to showing the method of establish-
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ing grade differences for future contracts and especially condemned
the "fixed difference" between grades then prevailing in New York,
in contract with the "commercial difference" system in use at New
Orleans, which latter has since been adopted by Congress as part of
the cotton futures law. The Knox report was found of inestimable
value to the agricultural committees of the two Houses of Congress
later in preparing the present law which was very largely patterned
after its recommendations.

Legislation directed against cotton exchanges dealing in futures
was next made a prominent issue in this body in 1913, during the first
session of the Sixty-third Congress, when the Underwood-Simmons
tariff bill was under consideration. Under the leadership of Senator
Clarke, of Arkansas, a clause was inserted while the bill was before
the Senate imposing a tax at the rate of 50 cents a bale (of 500 pounds)
on each sale of cotton for future delivery, equivalent to $50 on each
so-called exchange contract, involving 100 bales. After a spirited
contest in which the House protested against such legislation being
included in a tariff act, the Senate conferees finally receded and the
Clarke amendment was stricken from the tariff bill.
In the House, however, the fight against the future exchanges had

been kept up practically without intermission. In 1910 and again
in 1912 that body had passed bills providing for the abolition of
exchanges dealing in cotton futures, the first of these measures being
known as the Scott bill, in the Sixty-first Congress (1909-1911),
and the second as the Beall bill, in the Sixty-second Congress (1911,
1913). It will be seen from these citations that while each House of
Congress had, at different times between the years 1910 and 1913,
been recorded as favoring the abolition of the future exchanges as
then conducted, yet, on none of these occasions did the House and
Senate act in concert. To this extent, Congress has consistently
pursued a policy for more than 40 years of refusing to favor such
drastic legislation as is proposed in the pending bill.

SMITH-LEVER ACT MARKS AN EPOCH

It was apparent to all observers, however, when the Sixty-third
Congress (1913-1915) assembled that a radical change would be
insisted upon in the methods then prevailing on the cotton ex-
changes dealing in futures, and the entire commercial world hailed
with relief the passage at the second session of that body in 1914 of
the present law. It was named in honor of its joint authors, Senator
Smith and Representative Lever, both of South Carolina and chair-
man respectively of the Senate and House Committees on Agricul-
ture. Of this monumental piece of legislation the Department of
Agriculture said at the time of its passage that it was "the first
definite, systematic, legal approach to the solution of difficult prob-
lems in this field of distribution * *
How completely this epoch-making statute meets the wants of all

branches of the cotton industry and renders unnecessary such radical
legislation as is proposed by the bill S. 454 is shown by the following
summary of its purpose, printed at the end of the House report:

"Briefly summarized, it undertakes to regulate the transactions of
such cotton exchanges as deal in 'futures.' It recognizes the eco-
nomic value of such exchanges as use a contract representative of the
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true value of spinnable cotton and levels its prohibition against
those exchanges only the value of whose contracts is susceptible to
violent fluctuations and manipulation. Upon such contracts, the
value of which, under the rules of the exchanges, does not reflect
truly the value of spot cotton* as it exists from day to day in the
hands of the farmers upon local markets, a tax of $500 is levied.
Such a tax, in the judgment of the trade, is absolutely prohibitive.
Upon such contracts, however, as do represent the value of spot
cotton, no tax whatever is laid and this is true likewise of all spot-
cotton transactions, including the 'f. o. b.' cotton, cotton 'to arrive,'
and 'for prompt delivery.'
The bill compels the adoption of the Government official standards

by all future markets, thus establishing a uniform standard of grades
throughout the country, and relieving the trade of the confusion and
abuses growing out of the present multiplicity of standards in different
markets. It prohibits the use, in the settlement of contracts, of the
illogical and unsound 'fixed difference system,' and substitutes
therefor the system of commercial differences in determining the
relative value of grades delivered upon contracts. It denies to any
cotton exchange the use of any contract for the future delivery of
cotton under the terms of which the very low grades of cotton,
'rejections,' left-overs,"misfits,' and 'dog tails '—qualities of cotton
entirely unsuited for spinning purposes—are deliverable upon it,
and provides that cotton of a staple less than seven-eighths of an
inch in length shall not be delivered in the settlement of such a
contract.
"Under the provisions of the bill each bale of cotton to be deliv-

ered upon a contract shall be identified by grade with the date when
the cotton is to be delivered to the purchaser, thus abolishing the
vicious practice of long delays and pro forma deliveries. It pro-
vides that the Secretary of Agriculture shall determine in cases of
disputes arising between the person making the tender and the per-
son receiving the same, the quality or the grade or the length of
staple in dispute, furnishing, as it were, an unbiased tribunal to which
may be referred disputes which involve the quality or the grade or
the length of staple of any cotton tendered under the contract. Pro-
vision is made for the method of determining the relative commercial
value of the different grades of cotton which may be delivered upon
contract, and the Secretary of Agriculture is given such plenary
power as will make it impossible to manipulate the machinery by
which these differences are determined. Authority is given the Sec-
retary. of Agriculture to establish and promulgate standards of cotton
by which its quality and value may be judged, including its grade,
length of staple, strength of staple, color, and such other qualities,
properties, and conditions which may be standardized in practical
form, thus making certain the legality of the official standard of
grade. It is required of all persons coming within the provisions of
the bill to keep such records and statements of accounts as will fully
and correctly disclose all transactions made upon any exchange,
board of trade, similar institution, or place of business. The bill
undertakes to prevent, as far as possible, the transfer of the present
vicious practices of certain exchanges from this country to foreign
countries. It is provided that any person liable to the payment of
any tax imposed by the bill who fails to pay, or evades or attempts
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to evade the payment of such a tax, or any person who other- ise
violates any of the provisions of the act, or any rule or regulation
made under it, shall be fined not less than $100 nor more than 820,000,
and in case of natural persons, may, in addition, be punished by
imprisonment for not less than 60 days nor more than 3 years, and
in addition to this may be fined $2,000, to be recovered in an action
founded on this act in the name of the United States as plaintiff.
"The whole purpose of the cotton futures bill is to compel by law

the use of such a contract by the future markets, the quotations of
the value of which will reflect accurately and truly the value of spot
cotton of spinnable and usable quality.
"In the light of the best information available, the ultimate effect

of providing a contract of the character described in the bill will be
to enhance, in the opinion of experts, the value of the cotton crop in
the hands of the farmers of the South not less than $100,000,000
annually." (63d Cong., 2d sess., H. Rept. 765.)
It is not too much to say that in the 11 years it has been on the

statute books the Smith-Lever bill has more than met the expecta-
tions of its authors, the Department of Agriculture, and the American
cotton trade.
On the other hand, while this act has been widely proclaimed as

one of the most beneficent laws ever enacted in the joint interest of
the American farmer, merchant, and manufacturer, it has been
assailed several times in the Federal courts and three serious efforts,
including the present, have been made to amend it in the Senate.
On each of the occasions when it has been before the Senate it has
been the lot of the undersigned to defend it against the attacks of
those who would either weaken it by narrowing the value of the
contract or completely nullify it as is attempted by the present bill.
As originally enacted on August 18, 1914, it was attacked as uncon-
stitutional in the Federal courts of New York on the grounds that
it made an unlawful discrimination, and being "a bill for raising reve-
nue" should have originated in the House instead of the Senate. It
was in fact held unconstitutional on the latter ground; but this defect
was easily remedied; it was reenacted on August 11, 1916, and its
constitutionality has not since been questioned. In fact, the most
dangerous attacks it has been compelled to withstand have been from
attempted amendments proposed here in the Senate and not from
proceedings instituted in the courts.

DEBATE ON COMER AMENDMENT-THE DIAL BILL

The first of these attempts was made by Senator Corner, of Alabama,
who offered an amendment to the agricultural appropriation bill
during the second session of the Sixty-sixth Congress in 1920, which
in substance, gave the buyer of a so-called section 5 cotton-futures
contract the right to demand that one-half of the lot of 100 btes be
made up of cotton of the five highest grades; and that the seller in
delivering the other half could offer any cotton recognized as of the
standard grades. The debate on the proposed amendment was
characterized, as has generally been the case with cotton legislation,
by extreme bitterness and resulted after an extended contest on the
floor of the Senate between Senator Corner and myself in the rejection
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of the Corner amendment. (Congressional Record, 66th Cong.,
2d sess., April 30 and May 6, 1920.)

During the course of that debate, the author of this report, (Senator
Ransdell) spoke in part as follows:
"Supply arid demand is the great regulator of all prices; but

,cotton is a commodity that is handled throughout the entire year.
It is gathered by the producer in two or three fall months, and it
should be marketed very gradually for the next 12 months, until the
cotton comes in again. Ordinarily, the farmer is not a man of large-
means. The producer, the farmer should have some kind of stabiliz-
ing influence or agency--some kind of insurance, if you please. Now,
the spirit of the exchange, I say—there may be some people in it who
violate that spirit, but the proper spirit back of the exchange—is to
create an insurance agency, a vehicle of stabilizing, by means of in-
surance, the transactions in cotton. That is exactly what it does.* * *
"Senators, I beg of you to remember that the legitimate and proper

function of this contract is a hedge, so-called, or an insurance, as the
ordinary man would understand it. Price insurance will be destroyed
and a chaotic condition will exist for the producer, merchant, and
cotton banker (if this amendment is adopted). As a result the market
will be at the mercy of the spinner. * * *
"Dealing in cotton is not an exact science, nor is the hedge afforded

by the contract market a complete protection, but it is as good a
price insurance as any insurance company would underwrite for fire
or other risks. * * *
"He (Senator Comer) would kill the goose that lays the golden egg,

which seems so important to his mills. The Senator finds that he
must have an insurance and an insurance medium. The exchanges
are the insurance medium. If he so narrows the contract as to re-
strict and tie the hands of the people who wish to gamble, if you please,
or to speculate, who buy contracts from time to time on the market,
will they not be prevented from taking the risk of underwriting the
insurance or guaranty the Senator finds so important and essential to
his business prosperity? * * *
"The Cotton Exchange of New Orleans does not buy, sell, or deal

in cotton at all. It is an institution through whose medium and rules
and regulations, under the supervision of the United States Depart-
ment of Agriculture, trading in cotton is facilitated. * * *
"While I am talking about the exchange I want to say that it seems

to me, as it has always seemed, that the cotton merchants in New
Orleans who sell my cotton—for I am obliged to sell through them
very largely—on commission usually of 2 per cent of its value—
have the same interest to get a good price for it that I have. The
cotton exchange of New Orleans is very largely made up of the cotton
merchants of New Orleans. * * * These men are interested in
getting as high a price as possible for cotton. It stands to reason
that if cotton brings 20 cents a pound, or $100 per bale, 2IA per cent
thereon amounts to $2.50 per bale. If cotton brings 40 cents per
pound, or $200 per bale, 2j per cent thereon nets $5 per bale.
"So these cotton merchants are interested in a big price for the

product of the producer. But is the same true of the spinner? Is
the spinner interested in paying an enormous price for cotton? It is
perfectly natural—and I would pursue the same course if I were a
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spinner—for him to buy it as cheaply as he can, and certainly pru-
dent business men who are spinners want cotton as cheap as possible.
The grower, the producer of cotton, wants to get a good price, and
the man who uses the staple wishes to buy it at a low price; the
producer on the one hand versus the spinner on the other. The
cotton merchant, the intermediary, the man who is paid a commis-
sion on his sale, certainly is very much interested in getting a good
price for the farmer's cotton, and even if the merchants be the
unscrupulous men that some gentlemen would make believe, even if
the dealers on the exchange be such vicious persons, I would rather
trust my cotton crop to their tender mercies than to the tender
mercies of the men who are going to spin it and sell it as woven
goods. * * *
"I am here not only to defend the Cotton Exchange of New Or-

leans, but particularly that great industry in which I myself am
engaged, the production of cotton. I am not connected with the
exchange. I live more than 300 miles from New Orleans, and rarely
get there. I have not been on the floor of the exchange in years, but
I am tremendously interested in the production end of the cotton
industry; and when I see the statement made by representative con-
ventions that the cotton mills could afford to pay 60 cents a pound,
and when I read to the Senator a statement published in this great
journal (the Baltimore Manufacturers' Record), that three mills of
South Carolina declared stock dividends of over 300 per cent last
year, and then the Senator goes on and talks to me about the evils of
the exchange, I can not help thinking that the Senator ought to
explain somewhat why those mills were making that enormous per
cent in this day of the high cost of living, at this time when there is
so much talk about profiteering. * * *" (See p. 6854 et seq..
Record, 66th Cong., 2d sess.)
Two years later, bills along somewhat similar lines to the Corner

measure were introduced by Senator Dial, of South Carolina. The
original bill, S. 385, was subsequently amended by the author, who
restated his purpose in S. 3146 of the Sixty-seventh Congress, 1921-
1923. Both 'bills were considered by the Committee on Agriculture
and Forestry at the same time the first hearings were had upon the
bill now under consideration, S. 454, which, in the Sixty-seventh Con-
gress was introduced by Senator Caraway as S. 399. The Caraway
bill al that time was not pressed to final action, but after exhaustive
hearings and careful consideration the committee authorized an ad-
verse report upon both of the Dial bills, -explaining that with the ex-
ception of their author, not a single witness had appeared to support
them, while "in striking contrast with this showing, some of the most
representative planters, spot-cotton merchants, exporters, and
bankers from the cotton-producing States either appeared in person
or notified the committee in writing of their unalterable opposition
to these bills." (67th Cong., 2d sess., S. Rept. 841.)
That same statement applies with equal force to the present bill,

S. 454, in so far as witnesses appearing before the committee in
person, although at the very close of the present hearings the author
submitted several letters from persons interested in cotton and grain
in support of his bill.



TO PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS 81

SUMMARY

To sum up, the members of the committee opposed to this bill
(S. 454) can see no occasion for its passage, but many reasons for
its defeat. It is destructive, but not constructive. It would destroy
a system which has been in general use by the business world for
more than half a century, but offers nothing in its place. This
decision has been reached after most careful investigation, and in
view of the testimony adduced at numerous hearings that have
extended over several years. Those hearings were attended by
representative members of all branches of the cotton and grain
trades, and not a single individual among them spoke in favor
of the bill. The author himself, at the conclusion of the hearings,
voted to eliminate all reference to grain from the operation of the
bill, which would narrow it down to an attack on the Smith-Lever
Act for the regulation of the exchanges dealing in cotton futures.
Undoubtedly the United States cotton futures act is one of the

most constructive laws on the statute books of the country, as is
demonstrated by  the fact that it has functioned successfully for more
than 11 years. While it is true that the law of 1914 was amended
in 1919, the amendments in the main broadened its scope on prac-
tical lines. Some difference of opinion exists as to the number of
grades and kinds tenderable on contract, but all in all the law as it
now reads is an ever-present help to the cotton trade from producer
to consumer, guaranteeing fair and equitable compliance with obli-
gations as between sellers and buyers under supervision of Federal
Government officials, who are practically made parties to the com-
pletion of contracts.
Perhaps the most outstanding fact connected with the cotton

futures act was the thoroughness of thu investigations had by United
States Senator Ellison, D. Smith and Representative Asbury Lever,
whose names it bears, and the comm ttees of the Senate and House
which considered it. After prolongedi consideration there was finally
offered to the Nation a measure protective of every interest involved
and one which has fostered and encouraged the system of price insur-
ance for cotton. It has insured confidence in the handling of the
South's greatest staple, reducing costs to practically an irreducible
minimum and saving to the producers many hundreds of millions of
dollars.

There is no question that prior to the adoption of the Smith-
Lever bill certain abuses had crept into future trading that required
correction by law, but those abuses have been corrected. What
might have been had there been no Smith-Lever law during the 11
years that have elapsed since its original enactment is, of course,
problematical, but it is certain that by reason of that law and the
faithful performance of its provisions by the Agricultural Department,
supplemented by the active cooperation of the futures exchanges,
the southern farmers have been bettered to the extent of far more
than a billion dollars. During the 11 years in question 137,000,000
bales of cotton, including linters, have been produced, aggregating
in value, approximately, fifteen loillions of dollars (representing in
its manufactured form perhaps more than four times that vast sum),
all of which has found its way to domestic consumers and foreign
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spinners (the latter enormously swelling the country's trade balance)
under a system that has no parallel in the history of the world's.
commerce and trade.

During those 11 years cotton has faced unprecedented conditions
incident to the World War and periods of superabundant and of
scant supplies and has passed through all these with ultimate safety
and satisfaction under a futures hedge or insurance system regulated
by the Smith-Lever measure known as the cotton futures act.
It requires no more than the statement of these facts to demon-

strate the utter futility of abolishing this law and the system it
regulates by the enactment of such legislation as is proposed in the
bill S. 454. For these reasons it is respectfully recommended that this
bill lie upon the table.

Jos. E. RANSDELL.



APPENDIX A

EXTRACT FROM WHEAT STUDIES—PUBLISHED BY FOOD RESEARCH INSTITUTE,

STANFORD UNIVERSITY, JANUARY, 1926, ON THE COST OF TRADING IN WHEAT

FUTURES

Included in the cost of merchandising wheat are factors that lie outside the

commissions of country and city grain dealers (no matter if several times repeated);

also interest, insurance, and storage. Country grain dealers take in some wheat

for immediate resale, but they rarely carry it for a rise in price; they hedge the

wheat by sale of futures, thus passing on the risk, and when later the grain is

sold take up the hedge. Since grain exchanges exist for the purpose of facilitating

the marketing of grain, the selling cost must include a charge for the cost of

the grain exchanges. Prior to the introduction of Federal wheat grades and the

passage of the Capper-Tincher Act, wheat growers quite commonly regarded the

grain exchanges as artificial and unnecessary institutions, created for the exploi-

tation of the farmer. At present, however, agrarian leaders and wheat growers

realize that grain exchanges contribute services to producers and consumers,

though there is wide difference of opinion as to the net money value of these

services.
The grain exchanges are firstly, markets where the prices of wheat are publicly

registered, where wheat is bought and sold by sample, by grade, on analysis,

spot, in warehouse, to-arrive, on consignment, and for deferred delivery. Price

registration is favored by active speculative interest. Secondly, grain exchanges

are markets in which contracts to buy and sell wheat for future delivery are used

for the hedging of purchases and sales of country elevators, terminal elevators,

mills, and other converters and exporters, in the endeavor to secure a relative

insurance against price fluctuation that would remove them from the open domain

of speculation. Thirdly, grain exchanges are markets in which speculators buy

and sell contracts for future delivery without intent to deliver. Whenever in

the competitive system an unusual risk arises, speculators assume it and producers

and consumers pay for the service. The chief economic justification of such

speculation rests largely on the experience that hedging is effective only wh
en

superimposed upon a speculative market wide enough to absorb the hedges.

These are the broad functions of grain exchanges, irrespective of hypotheses as

to the time and space relations of cash and future prices.

The wheat crop is harvested within four months, the consumption extend
s

throughout the year. It has never yet proved practicable for wheat producers

(as individuals) to carry the crop and distribute it as consumers de
mand it.

Nor has it proved practicable for proximal consumers to buy the crop out
right,

store it, and pass it through the mills and ports as customers demand
 it. The

intermediary factors between growers and proximal consumers, the mi
ddlemen,

operate in some countries without the use of grain exchanges—for exa
mple, in

Australia and Russia. Experiences with grains in North America and Europe

are generally interpreted as indicating that price fluctuations are l
ess extreme

when these intermediary functions are exercised through grain exc
hanges than in

their absence. In addition, further stabilization of price is secured through

making hedging possible to converters, merchants, and export
ers. There is

to-day little difference of expert opinion on the theory of the e
conomic value of

grain exchanges. But there is disagreement as to the occurrence and consequences

of uneconomic practices on these exchanges.
Wheat growers, some contending against future trading in toto

, others urging

further regulation and control of term markets (and apparently
 also hopeful that

with cooperative marketing of wheat, trading in futures mi
ght be dispensed with),

place many charges at the door of speculation. Many of the charges are quali-

tative and intangible, but they may be simmered down to six p
ropositions:

1. The cost of trading in wheat futures is paid for by wheat gr
owers.

2. The profits of wheat speculators come out of the wheat pric
e.

3. The costs of hedging come out of the wheat price.

4. The seasonal spread of the price of wheat is exaggerat
ed by speculation.
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5. Future trading in wheat fails to achieve the stabilization of price expected
of it.

6. Speculation in wheat may produce abnormal price fluctuations.
Without going into great detail these charges deserve an objective hearing.
1. Is the cost of trading in wheat futures paid for by wheat growers? The

volumes of future contracts are portrayed as in excess of the speculation required
to absorb the hedges. The wheat grower is unable to get past the reported fact
that a crop of wheat will be bought and sold 25 times over on the grain exchanges
within a year. And when he sees such figures, the defined distinctions between
gambling and speculation fail to impress him. The analogy between bank clear-
ings and gold supply is lost on the average wheat grower. Since each transaction
in an excessive volume of speculation has a cost and may yield a profit or a loss,
wheat growers infer, or at least fear, that these costs and profits proceed largely
at the expense of the price of wheat.
What is the direct cost of buying and selling future contracts of wheat in the

United States? The grain futures administration publishes statements of the
gross volume of contract trading in wheat. Using the figures for the past and
the current season, let us assume that the transactions will average 60,000,000
bushels per day for all the exchanges of the country. The commission on con-
tract trading for account of other members is one-eighth of a cent a bushel, for
nonmembers one-fourth of a cent a bushel. There is no official segregation by
the grain futures administration of the respective volumes of trading for members
and nonmembers. Let it be assumed, on the basis of a segregation suggested
by Boyle,1 that 80 per cent of the transactions are for members and 20 per cent
for nonmembers; and of transactions for members, 53 per cent of the total pay
no commissions because done by members for themselves, while 27 per cent of
the trades are done by members for other members at half rates. This would make
the gross figure for annual commissions some fifteen to sixteen million dollars.
Of the present crop of 670,000,000 bushels, less than 600,000,000 will be shipped
from the farm. Regarding future trading as a hedge on the crop and the com-
missions as insurance premiums, this means something like 2.7 cents per bushel
as the cost of price insurance on the crop during the present season. Considered
as insurance, this figure does not look cheap. But it has been urged that reform-
ation of the practices of grain exchanges might lower the cost of this insurance.

Is 60,000,000 bushels of future trading a day a volume in excess of that re-
quired to absorb the hedges used in merchandising a crop of 700,000,000 bushels?
We possess no mathematical analysis of correlation between volume of trading
and volume of hedging, since volume of hedging is not reported.2 But in the past,
the merchandising of larger wheat crops has been successfully hedged on a smaller
volume of future trading.
One can not discover a basis for the contention that the cost of future trading

is carried by wheat growers alone. This cost is paid by growers, consumers, and
speculators. General considerations suggest that the division of this cost among
growers, consumers, and speculators must vary in different years in accordance
with the size of the crop, upward or downward price movement, the rate of move-
ment, whether the market were a buyer's or a seller's market, etc. There Is no
way of judging, in this or any other year, what proportion of it may be paid by
wheat growers.

2. Do the profits of wheat speculators come out of the wheat price? The profits
of wheat speculation are purely conjectural. No one knows how many profes-
sional and amateur speculators are in the market, what proportion of them come
out with more money than they took in, what sort of a gross debit and credit
balance is shown at the close of the season. The profits of winning speculators
might come from wheat growers in the form of reduced price of wheat, from con-
sumers in the form of increased price of flour, or from losing speculators. It is
to be expected that the derivation of the profits of winning speculators from the
three classes would be different in different seasons. In short, there is no tangible
way of evaluating either the profits of speculation or the proportional extraction
of these profits from growers, consumers, and losing speculators. One gets the
impression, particularly in seasons of violent price movements against which
growers' complaints are especially directed, that the gains come mostly from los-
ing speculators, since it is largely the boom of scattered amateur buyers that ac-

IJames E. Boyle, The Chicago Board of Trade, What It Is and What It Does, 1921, pp. 60-61. We
are advised that the grain futures administration possesses as yet no better estimate.
3 The middleman may hedge his net, not his total, holdings.
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counts for the occasional driving up of the price of wheat beyond the point war-

ranted by the statistical position, with consequent and subsequent bear raids.
It may be said of the wheat pit, as was recently remarked of the British grain

trade: "There is a constant rain of optimists pouring through this trade who

enter with money and go out with none." 3
Furthermore, the profits of speculators are a different thing from the influence

of speculation on farm prices. If one surveys over a period of years the move-

ments of marketing from the farm, the levels of farm prices, and the assumed

influences of speculation on terminal cash and future prices, one is likely to

arrive at the inference that in some years speculation has been directly to the

advantage of the wheat grower but in other years possibly to his disadvantage,

this all outside of the general consideration that future trading tends to stabilize

price. It is not possible to find data to sustain the statement that the profits

of future trading come out of the pockets of wheat growers as a net result of the

total operation.
3. Do the costs of hedging come out of the wheat price? The theory of hedg-

ing is that spreading the risk affords insurance against price fluctuation and

enables the dealer to divest himself of speculation, under which circumstances

he is in position to operate on a narrower margin between purchase and

sale prices. Though by general agreement among business men engaged in

commerce with commodities where hedging is available, the results in

practice fulfill the theory, it is difficult to make a statistical demonstration.

It is, however, not difficult to prove the utility of hedging for a particular con-

cern out of the books of that concern. The value of hedging is best illustrated

in the accounts of the miller because, unlike the grain dealer, he is primarily a

manufacturer and only secondarily a middleman. Millers stand united in the

view that hedging does insure against price fluctuations relatively, and in addi-

tion provides the miller, through arbitrage and spreading, with further de-

vices for defense against price fluctuation.
At present, however, hedging is not merely a defensive implement of millers

and grain dealers; it may be an instrument of profit. Just as the success of

British grain merchants depends largely on their ability to guess the turn of

affairs the majority of times, so through the use of arbitrage and spreading the

more skillful hedgers are able, year in and year out, in the absence of very un-

usual circumstances, to secure a profit on the hedging account. Since the war

the hedging accounts have become increasingly important to flour millers. It

is frequently the profit of the hedging account that enables the terminal grain

dealer to continue his function of buying cash grain in the fall for merchandising

through the winter in seasons when the margin between the cash price and the

May future is narrow. Flour millers and wheat merchants contend that erratic

price fluctuations modify the value of insurance through hedging, tend to restrict

business, and force a hand-to-mouth policy of buying. It does not seem that

the profits of hedging are necessarily reduced thereby, at least for the more

skillful hedgers. But it is clear that instability of premiums is a disturbing factor

in hedging.
Wheat growers have tended to confuse the future trading of hedgers with the

future trading of speculators, making the inference that when the hedgi
ng

account yields a profit this is " velvet " to the hedgers, and when the account

yields a loss this is passed back to the wheat grower. There is no existing col-

lection of data tending to indicate whether the consolidated hedging accounts of

flour millers regarded as a unit, or of grain dealers, or of exporters, regular
ly

yield a profit or a loss, or how much in either direction. Since hedging is usually

practiced by skillful and experienced men, we take it for granted that the n
et

annual result is a profit. It is difficult to find ground for asserting that this

profit comes out of the grower or the consumer, or that it represents an extension

of the otherwise existing margin of prices. Instead of regarding the profit of 
hedg-

ing as a usury, in view of the competition within the trades, it is more probable

that the flour miller and the grain dealer count on the profit of hedging in ord
er

to practice competitive price-cutting. It is not good trading logic to hold that

the grower has no share in the indirect and direct profit of hedging but bears the

major share of the indirect and direct losses of hedging. Furthermore, it is

arbitrary to assume that eventual hedging losses are passed back to the g
rower

and not forward to the consumer.
4. Is the seasonal spread of the price of wheat exaggerated by speculati

on?

The general complaint of wheat growers, granting the theory of the 
carrying

charge, is that the existing rules of grain exchanges permit the fall price to 
be

3 See below, p. 138.
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driven down and the spring price to be driven up, whereby growers who sell in the
fall are paid less than their due, and the merchants who carry the wheat through
the winter receive an exaggerated spring price. In other words, the weighted re-
turn of the crop is reduced and the weighted charge for carrying through the winter
is increased.
There is little doubt that in wheat-surplus-producing countries, where a heavy

proportion of the crop is marketed in an autumnal peak, the pressure of offerings
may result in a sag in cash prices. For a time, the market behaves like a buyers'
market. It is at these times, as indicated in the testimony before the Royal
Commission on Food Prices, that the British international wheat traders make
purchases at relatively low levels.4 The extent to which such autumnal over-m ar-
keting depresses the price must vary from year to year. It seems agreed that the
heavy autumnal marketing in 1924 retarded the ascending price movement.
The wheat sent forward in the excess marketing of the autmunal peak must be
bought and held for later demand; and the risk of waiting must be paid for.
This is the function of the speculator, and the theory of the carrying charge is
that the difference between the autumnal price and the May option must be
wide enough to enable cash grain merchants to buy the grain in the fall against
a hedge in the May option, ot a price difference large enough to cover storage,
interest, and insurance. The contention of wheat growers is that through
bearing the price in the fall and bulling the price in the spring, speculators exag-
gerate this natural difference between the wheat price in the fall and in the
spring, and thus secure an inordinate profit and one not inherent in the speculative
situation. Since we do not know what the price might have been without
speculation, we can not infer whether the actual price movement within the
narrow spread has or has not been influenced by speculation. The autumnal
depression of price is not to be interpreted as implying a corresponding influence
on the weighted annual price. Grain dealers commonly contend that with the
use of hedging they have no interest in the price level. The complaint of the
growers is that grain dealers take no interest in maintaining the wheat price;
this reproach has no practical meaning apart from devices in marketing through
which growers hope to prevent autumnal offerings from depressing the price.
One of the difficulties in discussing the " orderly " marketing of wheat is our

inability to define what price would be expected from orderly marketing, as dis-
tinguished from customary marketing. The popular argument for orderly
marketing assumes precisely what is to be proved. Using arbitrary figures for
illustration, as against 70 per cent of the wheat crop being marketed before
December 1 and 30 per cent after that, it is assumed that if only 60 per cent were
marketed in the fall, the price in the autumn would be higher, and the price in the
spring lower. It is assumed that the predicated autumnal rise, weighted by the
volume of autumnal marketing, would more than compensate for the decline in
spring price, weighted by the volume of spring marketing. But if the restraint
of autumnal marketing were to drive up the autumnal cash price in relation to
the then existing price of May futures, this would tend to defeat the purpose,
since narrowing the spread between autumnal cash and May future prices would
make it difficult for terminal elevators to buy wheat in the fall and carry it
through the winter hedged in the May future. In addition, leaving a larger pro-
portion to be marketed in the spring might involve forced selling during May,
since the growers might be exposed to the effects of an eventual discount for the
July contract.

If it be true that the fall price is driven down and the spring price up, one or
both, this ought to be apparent in averages of spreads of prices. But in an
earlier section it was shown, on the basis of price comparisons made by the
Federal Trade Commission, that the average spread between prices in the fall
and the spring is not wide enough to equal the quoted carrying charges. Owing
to what we regard as inherent but inconstant bias in the figures for both prices
and carrying charges, together with inability to forecast the trend, it is possible
on paper to prove that in a particular year the price spread was absurdly lower
than the carrying charges and in another year absurdly higher than the carrying
charges. If the figures of the Federal Trade Commission represent the effects of
pounding down prices in the fall and driving up prices in the spring, as charged
by wheat growers, these effects must have been disappointing to the speculators
engaged therein. Boyle 5 made in 1922 the general statement that "cash wheat

Compare also Stewart and Riddell, quoted in W. A. Mackintosh, "The Canadian wheat pools,"
Bulletin 51 of the departments of history and political and economic science in Queen's University, Kings-
ton, Ontario, Canada, November 1925, p. 13.

James E. Boyle, Chicago Wheat Prices for Eighty-one Years, 1922, p. 22.
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selling in September at 100 cents would normally indicate a May future of about
112 cents—figuring the carrying charge at one and one-half cents a month for
the eight months. If this spread is what the predicated efforts of speculators
have been aiming at, it has been unsuccessful indeed, since, as previously stated,.
the average spread between cash prices in the fall and in the spring over a period
of 30 years before the war was 7.56 cents a bushel and the average spread between
the autumnal cash price for wheat and the May future was only 3.64 cents. As
far as the tabulations of prices are concerned, it is difficult to discover a founda-
tion for the inference that the effect of speculation is to beat down the autumnal
price and drive up the spring price. The Federal Trade Commission has sug-
gested, however, that since the hedging operations of terminal merchants and
millers are predominatingly sales in the autumn and purchases in the spring, this
may tend to widen the seasonal spread—but this looks to us like an inconclusive
inference.

There is, however, another approach to the question. With due allowance
for noncomparability of data and the varying effect of plus-and-minus errors, it
seems apparent that the spread between cash prices in the fall and spring is wider
than the spread between cash prices in the fall and the price of the May contract
in the fall. Have we an explanation for the discrepancy? The Federal Trade
Commission has conducted inquiries into the relations between cash and futures
prices and has reached conclusions so suggestive that they prompt a compre-
hensive reinvestigation of the subject with the better material now available to
the Department of Agriculture under the administration of the grain futures act.

Regarding the May contract price in the autumn as a forecast of the May cashi
price
' 
from the data of the commission it would appear that this tends to falk

short of the ultimate cash price attained in May. In other words, the May-
contract price tends to be at a discount, and this is interpreted as "evidence of a
bias in the futures in the direction of prices lower than are justified by the final
event." e The early premium on the May option declines progressively through

. the winter and becomes negative in the delivery month. For Chicago, the aver-
age negative spread in May for the period 1906-7 to 1915-16 is given as 0.53
cents a bushel; for Minneapolis and Kansas City it is larger—about 2 cents, the
higher figures for these term markets being evidently related to the prominence
of premium wheats. These negative spreads in the delivery month the commis-
sion interprets as indicating that the true carrying spread may have been 1 or 2
cents larger than the computed spread. As explanation for this consistent tend-
ency to a discount in the May future, the commission has arrived at the inference
"that the seller's option feature of future contracts, as they are at present dealt
in, is of itself a sufficient cause of the manifested tendency to discounts" 7 Un-
due discount of the futures is thus regarded as a bias resulting from speculation..

This tendency to discount in the May future, the consistent underestimate of
the May price as forecast by the price of the May future in the autumn, the com-
mission interprets as confirmation of the contention of wheat growers that the
operations of future trading have worked to the detriment of the fall price of
wheat. The argument runs as follows: The price of the May future in the fall
is lower than the May liquidating price turns out to be. This means that the May
future in the fall and winter is relatively at a discount under the cash. The bids
to farmers reflect this discount of the May future. Not only are the bids of
country elevators lowered by the influence of the quotation of the May future,
but terminal grain dealers (unless they are conversant with the situation and count
on the difference) are less inclined to accumulate wheat stocks for carrying through
the winter. Also, this "bias of the futures market operates especially to depress
unduly the next-crop options."8 Indirectly also, in the judgment of the com-
mission, the wheat grower is injured because, under the application of the seller's
option feature of future contracts the tendency to discounts adds to the cost of
hedging, and this compels grain dealers and millers to seek wider gross margins,
reflecting back on the grower's price. Regarding the autumnal price of May
futures as the price that wheat is expected to sell for in 'May, anything preventing
the autumnal quotation for the May future rising to the level of the May price
actually attained dispossesses the grower of at least that much.

It is impossible with our present information to accept or reject this presen-
tation of the commission. 'Regarding it as is stands, with the implication also that
these transactions represent the principal influences whereby the autumnal farm
price of wheat is depressible through the practices of future trading, it is significant

• Op. cit., VI, 15.
7 Op. cit.. VI, 181.
8 Op. cit.. VI, xxl.
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that the losses thus inferentially incurred, if applied to the crop of the country,
would average less than 2 cents a bushel. It is also significant to observe that the
considerations adduced are related to the depression of the farm price in the
autumn and not to elevation of the selling price in the spring.

5. Does future trading in wheat fail to achieve the stabilization of price ex-
pected of it? The question of occurrence and extent of stabilization of price
of seasonally produced, continuously consumed wheat, under the existing system
of futures trading on established grain exchanges, has been considered by the
Federal Trade Commission.° The commission has been widely quoted in the
press to the effect that future trading in grain fails to stabilize prices. Before
undertaking to evaluate the published investigations and views of the com-
mission it will be advantageous briefly to survey the field of procedure.

If one wishes quantitatively to appraise the function of trading in futures in
wheat, several procedures are open:
(a) Comparisons of prices of wheat prior to and following the establishment

of contract markets.
(b) Comparisons of prices of wheat in countries with and without term markets.
(c) Comparisons of price movements of wheat in a country with future trading

in which (in time of peace) contract trading has been suspended and later reestab-
lished.
(d) Mathematical treatment of price data on wheat to determine correlation

between prices and trading in futures.
(e) Comparisons, within a country, of price movements of commodities with

and without future trading.
In the text of the report (pp. 238-261), under the title "Future Trading and the

Stabilization of Prices," following a discussion on "Fluctuations in general,"
are adduced considerations and figures dealing with "Remoteness of maturity
of options in relation to price fluctuations" and "The comparative stability of
cash and future grain prices." Out of the discussion of the remoteness of maturity
of options is drawn the inference that "natural uncertainty is not the dominant
icause of fluctuations," from which it is further concluded that "if factors of uncer-
tainty generated by future trading equal in influence the inevitable uncertainty
due to remoteness in time, the machinery of future trading does not work as well
as it might reasonably be expected to work."
The survey of comparative stability of prices leads to the conclusion that "the

analysis of annual or near-annual fluctuations as measured by the range (or
difference between high and low) leads to no definite conclusion in favor of either
cash or futures as regards degrees of stability, nor in favor of one or another
grain. * * * The data do not indicate that futures are more stable than cash
or that they are able to lend stability to the latter."

The material assembled in these sections and the scrutiny accorded to it do not
represent an adequate statistical or mathematical treatment of the subject, and
,can not reasonably be regarded as proof or disproof of the proposition that
futures trading is an instrument for the stabilization of grain prices.10
The remainder of the chapter, apart from a qualitative concluding discussion

on "Has future trading a stabilizing influence?' is devoted to a study of "Com-
parative stability of grain and other prices." This corresponds to inquiry (e)
.above, and the section is remarkable from several points of view.

The statistical data used consists of fluctuations in prices of various com-
modities as measured by ratios of yearly ranges, over a period of eight years-
1913-14 to 1920-21. The wholesale prices were drawn from the reports of the
Bureau of Labor Statistics. Prices of the following raw agricultural materials
were used: Five wheats,n corn, oats

' 
rye, rice, hay, two cottons, three wools,

peanuts, tobacco, two hides, cattle, hogs, sheep, coffee, and beans. Of manu-
factured agricultural materials were used canned corn of a special style, canned
tomatoes of a standard grade, two whole milk cheeses, a common bacon, dressed
mutton, lard, two cotton yarns, print cloth, two woolen yarns, sole leather, and
leather harness. The prices of three metals were included (copper, tin, and
zinc), and one imported raw material—rubber. No adequate explanation is
given for the selection of these and other commodities.
From the comparison of prices the conclusion is drawn that wheat, corn, and

oats show a range of variations in prices about that of the average for all corn-

Op. cit., VI, 238 if.
10 The price data of the crop years 1924-1926 ought to supply material suitable for a mathematical study

of correlation between speculation and prices.
11 Growers of wheat, grain dealers, millers, and exporters in the Pacific region will be surprised to learn

"the fact that there is no hedging market on the Pacific coast should not- affect the situation there parti-
cularly, since the Chicago futures market can be used for such hedging."
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modities covered—wheat showing the least variation among the grains, and less
at Chicago than at other markets. It is pointed out that the greatest variation
among animals is shown by sheep, which possibly accounts for the fact that
mutton was the dressed meat selected instead of dressed beef. When the com-
modities are grouped as between 22 farm products (9 dealt in by way of futures)
and 20 other commodities (6 dealt in by way of futures)—a segregation in itself
arbitrary; for example, sheep are classed as a farm commodity and dressed
mutton is not, and apparently all term markets are regarded as comparable—
the conclusion is reached that "in both large groups the commodities dealt in
by way of futures show greater fluctuation than holds for the larger groups
within which these special classes are included." The general conclusion of the
inquiry is that "on the whole, the conclusion to be drawn from this analysis
comparing a large variety of commodities is positive in neither direction, but the
claims made for future trading in general as a stabilizer of prices are not borne
out."
An open-minded appraisal of this investigation, with due respect to a govern-

mental commission, leads to the conviction that the material was not adapted
to the purpose of the inquiry and that the conclusions drawn from it are
unfounded, positively and negatively. It is proper to give the reasons for this
statement, these resting largely on incomparability of the commodities and the
years included in the survey.
There was one peace year in the series. During the next two years, the World

War was under way, with the United States as a neutral but heavily engaged in
abnormal trade. We entered the war during the fourth year covered by the
inquiry. The active state of war lasted through the fifth and into the sixth year
of the period; from the standpoint of trade practices, practically through the
sixth year. The last two years were abnormal years of reconstruction, with
debacle in prices of raw materials throughout the world. The first year was a
year with free competition; the next two were years with restrained competition;
the following three years represented a period of heavily restrained or totally
suspended competition; in the final two years competition was either restrained
or abnormal. These interferences with competition were incomparable from
country to country, from year to year, and between different commodities. In
seven of these years there was Government control of buying, selling, and prices
of different commodities in the list in different parts Of the world. The pre-
sumption that price variations between commodities over the period are not
comparable is inherent in the bare fact that the period under consideration
included one year of peace, five years of war, and two years of reconstruction.
The commission itself recognized the defect of the material in a mild qualifi-

cation:
"Doubtless many of these comparisons were affected by price regulation

during the war. Prices of wheat and hog products were to a considerable extent
stabilized in this way, and fluctuations in certain other commodities, expecially
those important for war purposes, were held in check."
But this qualification is far too mild to fit the circumstances. A few illustra-

tions will suffice. Normally, prices of corn and hogs fluctuate in a sort of cyclical
manner; during the war we had in effect a fixed ratio between corn and hogs.
The prices of wheat were more or less controlled in all countries over the larger
part of the period, but in this country before we entered the war and after the
armistice exhibited price fluctuations that were related to abnormal European
methods of wheat purchase. The prices of hides, leather harness, and sole leather
would have soared to high levels had they not been controlled in this country
during the war. The prices of copper, tin, and zinc were controlled either na-
tionally or internationally during the larger portion of the period. The position
of rubber was entirely abnormal. An elaborate inquiry directed to the occurrence
and extent of price control and allocation of commodities during the period would
certainly amplify the material for the general inference that must be already evi-
dent—that these prices, in themselves and in their variations through this period,
are not comparable.

Consider further the comparability of the term markets in question. It is
true there are futures markets in coffee, bacon, lard, copper, tin, and zinc; but
speculation on these term markets has not been comparable qualitatively or
quantitatively, with speculation in grains and cotton. Our term markets were
abnormal before we entered the war, they were suspended or inactivated during
the war, and were abnormal when reopened after the war. The relations and re-
actions were not comparable between contract markets for grains and contract
markets for the other commodities.
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The table contains the fundamental error of comparing prices of commodities
seasonally produced and continuously consumed with prices of commodities con-
tinuously produced and continuously consumed. Cattle, hogs, sheep, hides,
cheese, bacon, dressed mutton, lard, cotton yarns, print cloths, woolen yarns,
leather harness, sole leather, copper, tin, zinc, and rubber are continuously pro-
duced, and the outturn of most of these is relatively controllable by the pro-
ducer. Though sweet corn and tomatoes are seasonal crops, the volume of
canned corn and canned tomatoes is controlled by the packer. Price variations
with such commodities are inherently unsuited to comparison with price varia-
tions in the grains (and this quite irrespective of the presence or absence of term
markets) simply because production is largely subject to producers' control in
the one group and largely outside of producers' control in the other group.

There are also inexplicable features of the arbitrary selection of commodities.
Two cheeses are quoted, but no butter or canned milk. Mutton (the least sig-
nificant meat) is quoted, as well as sheep; but no reference is made to the far
more important dressed beef. Two grades of cotton are quoted and three grades
of wool, also three forms of manufactured cotton and two forms of manufactured
yarn, and two kinds of raw hides and two kinds of manufactured leather. But
there is no quotation for wheat flour, as against five varieties of wheat; no quota-
tion for corn meal, oatmeal, or rye flour.

Furthermore, the prices were not comparable because the methods of collec-
tion were not uniform. One can not compare a quoted cash price for wheat
with a manufacturer's price for cotton yarn; one does not compare in Chicago
the price of hay with the price of canned corn or tomatoes, a large part of which
is sold to brokers before it is canned. One ought not to compare fluctuations in
the prices of tin and rubber, of which we produce nothing, with the fluctuations
in the price of lard, of which we are the heaviest exporter. If one wishes to make
a comparison between prices of seasonal farm products with and without trading
in futures, such a comparison may be made between wheat on the one hand and
wool and tobacco on the other—all materials of seasonal production in numerous
countries of the world, actively participating in international trade, and sold
largely to converters rather than to ultimate consumers—wheat marketed largely
on grain exchanges, wool and tobacco marketed largely through brokers and
auctions. It is not permissible to compare price movement of different com-
modities as related to the effect of future trading unless this is the only variable;
even if the price data were good, comparisons between them could not yield
conclusive results.
The logical inference to be drawn from this investigation, in consideration of

the nature and treatment of the material, is that the claims both for and against
trading in futures in respect to stabilization of prices remain uncontroverted.
In the published report conclusions are stated in three places—in the letter

of submittal, in the summary, and in the body of the text. It is interesting
to compare these. In the body of the text, on page 263, the conclusions from
the scrutiny of the material are stated as follows in a very qualified and care-
fully guarded manner:
"It can not be claimed that the results of the foregoing studies and com-

parisons of price movements lead to a definite conclusion one way or the other
regarding the alleged tendency of futures to operate as a stabilizing influence
upon prices. It appears that the data and analysis should be much extended
before being accepted as a satisfactory basis for conclusions of this nature. The
readings are not definitely enough on one side or the other to give even a con-
clusion much qualified with reference to the complicating conditions."
In the summary (p. 16) the outcome of the inquiry is interpreted as follows:
"So far as it has been possible to go into the facts, however, it appears that

there is no convincing argument or mass of data that supports the commonly
accepted proposition that future trading acts as a generally stabilizing influence
on prices. Until further evidence is forthcoming the comparisons made point,
at least, to the conclusion that future trading can not be assumed to have such
a stabilizing effect."
In the letter of submittal (p. xx), finally, we read the following:
"No convincing evidence has been found that future trading operates serv-

iceably as a stabilizing influence on prices, as has often been asserted by its
advocates, especially large speculators and commission houses. The data
studied do not indicate that future prices are any more stable than cash prices;
and it can not be inferred that the former are able to lend stability to the latter.
In fact, the technical conditions of future trading appear to produce some
fluctuations in prices that would not occur without future trading."
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The Federal Trade Commission included in this report no investigation into
variations in wheat prices in the United States before and after the establishment
of contract markets. This was entirely proper, since conditions in transportation,
trade, and finance have been such as to make it certain that the results of such
a study would be ineffectual.
The commission has published in this report no study or comparison of fluctua-

tions in domestic prices of wheat in the United States under the system of future
trading with those of other countries, without future trading; for example, Aus-
tralia and Argentina. There is also no comparison of prices of wheat in the United
States, having its four regions and kinds of wheat, with those of Canada, having
but one region and variety of wheat.
The commission has published in this report no comparison of prices of wheat

in a country with future trading, during a period of active trading, followed by
a period of suspension of future trading (in peace time), with subsequent resump-
tion of future trading. One such piece of material was available, namely, Ger-
many in the period between 1890 and 1905, with a four-year period of suspension
of future trading. So far as the writer is aware, a comprehensive study of the
price movements in German wheat during this interval has never yet been pub-
lished, and it is greatly to be regretted that when the commission was engaged
on the subject it could not have explored this available field of investigation.

It is regretfully to be discerned that the report of the Federal Trade Commis-
sion has left the question of the stabilizing effect of futures trading on prices
where it was before the publication of the report.
That the United States Department of Agriculture is fully aware of the chaotic

state of the available material on the subject of wheat prices is made evident
in the report of the grain futures administration for the fiscal year ending June
30, 1924, in which the subject of the relation of market prices of grain futures
and of cash grain is opened, presented, and dismissed in two paragraphs, as
follows:
"Much interest attaches to the relation between price movements of grain

futures and price movements of cash grain. The view of the Grain Futures
Administration is that fresh light on this subject requires that it be seen in proper
perspective, which involves prosecution of studies based on series of quotations
for grain futures and for cash grain that are strictly comparable as to time, place,
and the grade of grain involved. Studies based on the published prices of futures
in one market and cash grain in another, or on prices of futures at one time of day
and prices of cash grain at another, or on prices of futures reflecting some more
or less uncertain quality of grain inside the wide limits of a single grade and the
published quotations for such qualities for that grade as happen from day to day
to come to the cash grain market, are quite as likely to obscure the subject as to
illuminate it. Steps toward improving the quality of the fundamental data
are therefore in contemplation.

"Parties engaged in the storage of grain, either inside or outside the terminal
markets have a very direct interest in this matter, because they wish to under-
stand why the futures sometimes do and sometimes do not sell at a price high
enough to cover storage charges. The various ways in which such charges are
calculated by different parties need analysis. Another relevant question, upon
which a field study is being started, has to do with the extent to which country
elevators and other elements of the train trade make use of the hedging facilities
afforded by the grain futures markets, together with the circumstances which
incline some of these elements of the trade to resort to the practice more generally
than other such elements." 12

These reservations of the Grain Futures Administration apply both to the use
of available quotations for grain futures compared with cash grain and to the use
of quotations for wheat contrasted with quotations for other commodities, in
the attempt to determine whether futures trading does or does not tend to
stabilize prices. Wheat growers, cooperatives, grain dealers, and economists
would do well to suspend further interpretive use of unsatisfactory available
price data and await the compilation of reliable figures.13

6. Does speculation in wheat produce abnormal price fluctuations? The
fluctuations in wheat prices on the grain exchanges, both for cash and futures,
have sometimes been so excessive (and so devoid of apparent statistical founda-
tion) as to disturb the hedging practices of converters, merchants, and exporters.

12 Report of grain futures administration for year ending June 30, 1924, p. 53.
12 The interested reader is advised to compare the viewpoint of the Federal Trade Commission with

that of the Royal Grain Inquiry Commission of Canada (pp. 128-143 of the report issued in 1925) and of
the British Royal Commission on Food Prices (pp. 62-66 of Vol. I, first report, printed in 1925).
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When hedging is unsatisfactory or difficult, the converters, merchants, and
exporters widen their margins in order to take account of risks, a practice which
reacts back to the grower, or acts forward on the consumer, or does both.

It seems generally agreed in the trade that excessive speculation may lead to
violent and erratic fluctuations in wheat prices as registered on the grain ex-
changes. These fluctuations affect not only future deliveries, but render quota-
tions for premium wheats very unstable. In the hearings on the Capper-
Tincher Act, millers and grain dealers were emphatic in their insistence on the
insurance value of hedging. The experiences of the past two years, however,
have convinced millers and grain dealers that undesirable fluctuations may
develop under circumstances of extreme speculation. This experience of the
tradesmen is best placed in evidence by quoting resolutions adopted by the
Millers' National Federation and the United States Chamber of Commerce:
"Resolved, That trading in futures is a necessary factor in the economic mar-

keting of grain. Such trading should be confined to its legitimate purpose.
Inordinate speculation, of which the widely fluctuating markets of the past
several months have given renewed evidence, is an intolerable evil, destructive
of legitimate business, and should be abolished. We urge upon the exchanges
themselves the prompt elimination of this vast, indiscriminate speculation, and
the formulation of such regulations as may restore trading in futures to its original
and only justifiable purpose; be it also

"Resolved, That a committee of five be appointed by the chairman of the
board to consider methods, to confer with officials or committees of the grain
exchanges regarding the removal of the existing recognized abuses, and to take
such further action as they may find expedient."
"The destructive effects of incessant wild speculative fluctuations in the price

of grain upon all interests connected with the production, conversion, distribu-
tion, and export of our vast cereal crops and upon our foreign commerce generally
is so self-evident as to demand prompt remedial measures by the principal grain
exchanges. We commend the efforts of the Department of Agriculture to bring
about such voluntary constructive action." 15

There is apparently a point up to which increase in the volume of trading in
futures tends to stabilize prices and minimize fluctuations, but apparently also
circumstances exist under which further increase in the volume of such trading
tends to unstabilize the price of wheat and promote fluctuations. Exactly what
circumstances reside in these two sets of conditions, remains for future determina-
tion. Expert speculation tends to stabilize price; probably inexpert speculation
does not act so. Perhaps the turning point in influence of volume of speculation
on prices is where inexpert plungings control the market over the expert specu-
lation. Experienced traders believe that the abolition of trading in puts and
calls has been responsible for much of the price fluctuation during the past two
years and predict that the restoration of this type of trading will operate as a
stabilizer of values.

Since millers and grain dealers agree that, through excessive or manipulated
speculation, abnormal price fluctuations develop on grain exchanges and disturb
the usefulness of hedging, said hedging being the chief justification of specula-
tion, it is to be granted that this complaint of wheat growers has some founda-
tion. In the movement of reform here again, as so often, society faces a choice
of evils. Let it be accepted that under normal functionation future trading on
contract markets tends to stabilize prices and minimize fluctuations, acting as a
buffer on prices just as hedging acts as an insurance. It is a matter of experience
that a certain breadth of speculation is necessary to absorb the hedges of millers,
cash grain dealers, and exporters; when this breadth of speculation is lacking,
hedges themselves provoke fluctuations in price.
There is little speculative interest in a stable price; a certain degree of fluctua-

tion is necessary to arouse speculation. Obviously, we face interacting causes
and effects. Price fluctuations must exist in order to stimulate speculation,
which is therefore a consequence of a fluctuating market. On the other hand,
speculative trading up to a certain point has the effect of minimizing fluctuations,
but beyond that point may provoke them. The abnormal fluctuations proceed-
ing from exaggerated future trading are to be contrasted both with price move-
ments under normal conditions of future trading, and with price movements in
the absence of contract markets. One may be fully convinced of the needlessness

14 Resolutions adopted by Millers' National Federation at the annual meeting in Chicago. Apr. 16 and
17, 1925. The Northwestern Miller, Apr. 22, 1925, p. 331.

111 From a resolution adopted by the domestic distribution group of the United States Chamber of Com-
merce at a general meeting on May 22, 1925. Modern Miller, May 23, 1925, p. 18.
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and injury of the abnormal price fluctuations that flow from exaggerated future
trading, and at the same time regard grain exchanges as indispensable in the
merchandizing of American grain. This is apparently the opinion of the Depart-
ment of Agriculture: That there is a use of future trading and also an abuse, and
that it lies within the powers and duties of grain exchanges so to regulate trading
practices as to conserve the usefulness of future trading without incurring or pro-
voking useless price fluctuations. This also is the position commonly stated by
millers, merchants, and exporters. But opinions differ as to the best form of
regulation.

It seems sometimes taken for granted that abnormal price fluctuations tend
directly to lower the price to the farmer and to raise the price directly to the con-
sumer, and that they may indirectly affect producer and consumer by widening
the spreads of cash merchants and millers. The price fluctuations that are com-
plained of consist partly of short-term movements and partly of daily fluctuations_
There is no way of knowing to what extent these affect growers' prices, unless
one can correlate the daily growers' sales of wheat with the bulges and breaks of
the daily market or the ascents and declines of the short-term movements. Re-
garding such unnecessary price fluctuations as wasteful, one may adopt the gen-
eral view that both producers and consumers participate in the burden; but one
is not permitted to believe that the losses fall exclusively on them. They may,
and possibly usually do, fall largely on losing speculators.
The general inductions to be drawn from a review of past relations of trading

in futures to the growers' price of wheat may be formulated as follows:
1. It is commonly believed that trading in futures has exerted a stabilizing

influence, and that the margin of merchants and millers has been narrowed;
this is interpreted as having improved the weighted price of the bushel of wheat
to the grower.

2. Under abnormal circumstances, abusive forms of speculation have developed'
that have had the effect of introducing abnormal fluctuations into the price of
wheat and have widened the margin of millers and merchants, and may have
reduced the weighed price of the bushel of wheat.

3. We possess no statistical affirmation of the contention that the costs, profits,
and losses of speculation and hedging have come out of the price of wheat; these
are to be considered as having been divided between wheat growers, losing,
speculators, and consumers in indeterminate proportions.

4. It is generally believed that the losses falling upon wheat growers as their
share of the costs of speculation have been lower than the gains accruing to the
growers under the system of merchandising wheat on grain exchanges. In our
view, the evidence indicates indubitably that the net result of the existing system
of trading in futures, under open competition on the wheat market, is to increase
the weighted farm price of wheat; but adherence to this view is coupled with
inability to offer a figure for such net increase per bushel. For the present thia
must remain in qualitative appraisal.

APPENDIX B

COTTON EXCHANGES AND THEIR ECONOMIC FUNCTIONS

(By Arthur R. Marsh, ex-president New York Cotton Exchange)

Within the brief space of a little more than 100 years, cotton has risen from a
comparatively insignificant article of commerce to such a position, that to-day
it probably surpasses all other commodities in the money values involved in its
production, distribution, manufacture, and final delivery in the form of finished
goods to the consumer. Though wheat and the other food grains appear to be
more immediately necessary to the life of the race, cotton to-day surpasses them
in value and consequently in its annual demands upon the liquid capital of the
world. Iron and steel are more impressive to the imagination, because of the
visible magnitude of the industries required to provide them; but iron and steel
fall far behind cotton in their total demands upon the world's credits, in the
number of human beings employed in providing them, and in their universal
importance in the world's trade. All other textile materials, even wool, have
fallen into comparative insignificance by the side of cotton. And every year
sees a further increase in the uses and in the demand for cotton, accompanied
by an extension of its culture and an increase of its importance in commerce and
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finance. Nobody knows exactly how much cotton the world already grows and
manufactures into fabrics, for there are still great portions of the earth, where
,cotton is known to be raised on a vast scale, which are either incompletely or not
.at all covered by statistical information. India, for example, where cotton is
known to have been raised and spun since at least 800 years before Christ, and
produces every year a crop about whose magnitude exact information is limited
to the portion that reaches the ports, like Bombay, Madras, Tuticorin, and
one or two others, while the possibly larger quantity spun and woven by hand
in the native homes is only inadequately guessed at. There are some reasons
for thinkng that China is the greatest producer of cotton of all countries, and
a recent United States consular report from Hongkong puts the possible value
of the annual consumption of cotton goods in China, chiefly made by home
workers, out of native cotton, at the enormous figure of $1,000,000,000; but
the only exact statistics we have as to the production of cotton in China are
confined to the few hundred thousand bales annually exported to Japan and
other countries. Again, it is known that very considerable quantities of cotton,
statistically unaccounted for, are raised in Brazil, Peru, and other South American
countries; and that the same is true of Asia Minor. These are the uncertainties;
but, turning to what is known by means of trustworthy statistics, we find the
sum total of the cotton production of the world attaining vast proportions. The
United States alone can be counted on to-day for an average yield of not much
below 13,000,000 bales of 500 pounds weight; India produces not far from
5,000,000 counted bales; Egypt, about 1,000,000; Asiatic Russia gave last year
900,000 bales; China, about 600,000 counted bales; Mexico, about 225,000 bales;
Brazil, 220,000 bales; Asiatic Turkey, about 150,000 bales; Peru, 110,000 bales;
and other countries not far from 250,000 bales. Here is a total of about 21,500,000
bales of cotton, which may be taken as approximately the annual production of
the world at present. And all this cotton, and more, is required as raw material
for the world's spindles, the number of which, as enumerated statistically, has
risen to nearly 140,000,000. Indeed, the supply of cotton is actually less than
these spindles require for full operation. And the value of this cotton in its
unmanufactured state is not far from $1,750,000,000, while its value after manu-
facture can not be much less than $4,000,000,000, and is undoubtedly much
more than this before it reaches the consumer.

It is upon the cotton merchants that the duty falls of gathering up every year
this great aggregate of cotton, requiring this large sum of money to finance it,
from all the various countries where it is produced, and of distributing it in exactly

c quantity and quality needed to all the cotton manufacturers of the world,
wherever their mills may be situated. It is a current saying of the financial
world that "cotton is gold," which means that cotton, no matter where it may be,
can always be turned into money at once. No other commodity is comparable
with cotton in this respect. And the cotton merchants are looked to for the
provision of all the commercial arrangements necessary to make this possible.
They are expected to have ready the money or the credit to pay for every bale of
cotton offered for sale, wherever it may be, whether in the smallest interior town
of the southern United States, or in the interior of India, or in the Sudan. They
are also expected to be ready to provide any spinner anywhere with the exact
quantity and quality of cotton he needs for the manufacture of the particular
kinds of goods his mill is equipped to turn out. And not only are the cotton
merchants expected to do these things, but they do them. The only limitation
upon their achievement arises from an occasional undersupply of cotton or of
particular kinds of cotton which spinners would like to have. There is no limita-
tion at all upon their furnishing a continuous market for all the cotton which is
annually produced. They have completely covered the earth with a network of
commercial and credit connections; they have provided means of practically
instantaneous communication between markets and agencies for gathering and
disseminating information; they have made the arrangements for buying and
warehousing and separating the cotton according to its qualities and for shipping.
Their operations are among the most important factors in the daily course of the
world's finance. Unobserved they affect the balance of trade of the greatest
nations, daily influence the course of international exchanges, produce changes in
the interest rates in the great money markets, and sometimes, as during the Ameri-
can panic of 1907, furnish the wherewithal to stay national disaster. Their func-
tion is, then, one of the most important in modern commercial and financial life.
In the performance of this function, and in carrying along continuously without

confusion of checks or periods of suspended activities this world-wide business,
the cotton merchants have found it desirable and even necessary to avail them-
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selves of great common markets. Here they can constantly meet, either in person
or through representatives, and not only exchange information, but enter quickly
and safely into the multitudinous transactions with each other and with the world•
at large, which are required in the complicated process of bringing all the cotton
of the world into the channels of commerce and insuring that all of it, in the
right quantity and quality, shall reach the spinners who need it, wherever they
may be. Perhaps it would be more exact to say that out of the very necessities
of the cotton trade, and without conscious purpose on the part of individual
merchants or groups of merchants, great common markets have grown up, their
location really determined by the economic requirements of the case, and that
all considerable cotton merchants, the world over, find it advantageous to make
use of these markets in the conduct of their business. Such world markets for
cotton should not be confused with the multitude of lesser local markets, scattered
all over the districts where cotton is produced, in which the preliminary gathering
together of the various cotton crops is done and which serve as the primary points
of distribution. Important as some of these lesser markets are, by reason of the
quantity of cotton handled in them, and necessary as they all are, the business
transacted in them is at once much more limited and local and of a radically
different kind from that done in the great world markets. In a sense they are
merely subsidiary to and dependent upon the latter, and they look to the latter
for the real determination of most of the questions which arise in the course of

trade. The prices at which cotton is bought arid sold in them, for instance, are
invariably reflections of the prices which are being made in the continuous trans-
actions of the great markets. The forces of demand and supply do not converge
directly upon them, but only indirectly through the great markets. This is not
to say that this or that of these lesser markets may not be so largely the source
of supply of some particular character or quality of cotton as to give it a kind of
authority over the relative price of that character or quality, compared with the

general level of cotton prices. But this general level of cotton prices is always
determined by the balance of the forces of supply and demand in the great
markets. It is in the great markets that, so to speak, the entire cotton-consuming

world is, through the mediation of the cotton merchants, brought into direct
relations with the whole cotton-producing world, and that the exchange of the

commodity produced by the one and required by the other takes place, if not

physically, at least in the sense that the terms of the exchange are there fixed.

To such an extent is this true that there is a popular misapprehension, particu-

larly among producers of cotton, to the effect that in the great markets there is

some unavowed method among merchants by which the actual price of cotton is

consciously and, as it were, by unanimous consent determined upon from day to

day, and that this price is then made the basis of all the operations of the mer-

chants as buyers or sellers of cotton for the time being. Although it would be

impossible to get farther from the truth than does this proposition, it yet has

wide currency, and in one or another form shows itself in most of the political

and commercial agitations with regard to the cotton trade. In real truth, the

cotton trade is probably the most freely and completely competitive of all

branches of commerce; its course is the most completely determined by the

forces of demand and supply, not merely from week to week or from day to day,

but it may even be said from minute to minute. As will be shown later, some of

the most important functions of the great markets are directly due to the absence

of any intended and associated effort to decide what the price of cotton should

be. And the influence of these markets upon the buying and selling of cotton

everywhere is due simply to the fact that they are known to register infallibly

at every moment the exact forces of world demand and world supply which are

making themselves felt, and the prices which result from the balance of these

forces. They are instantaneously affected by every form of demand that declares

itself, whether coming immediately from spinners or from cotton merchants who

have a demand from spinners or from yarn and cloth merchants who are able to

put through business in their goods or from speculators. They feel just as quickly

every increase in the supply, whether from cotton producers themselves, or from

merchants who have bought from the producers, or from spinners who find they

have on hand more cotton than they can prudently carry for immediate use or

from speculators who are ready to sell now what they think they can buy later

at a lower price to fulfill their contracts. All the varying conditions of every

cotton producing and of every cotton-manufacturing country are immediately

reflected in these markets; and the course of prices in them is the resultant curve

of so incalculable a number of forces that no human mind can hope to do more

than forecast it tentatively and in the most general way. And still it remains
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true that it is the course of prices in the great markets which serves as a guide to
all cotton merchants and less directly to all cotton manufacturers and all dis-
tributers of their goods in the conduct of their business from day to day. And
the cotton producer relies upon the same guide; for the humblest cotton grower
in the most remote district in the Southern States of America will to-day not sell
his cotton until he has informed himself of the latest prices in the great markets.
Moreover, he is easily able to do this, by reason of the remarkable way in which
this information is now speedily and accurately transmitted to every place which
has any interest in cotton.
The cotton markets, which by force of economic circumstances have risen to

the place of great world markets in the sense just described, are New York and
New Orleans, in the United States; Liverpool, in England; Bremen, in Germany;
Havre, in France; Alexandria, in Egypt; and Bombay, in India. But even
between these seven markets there are differences in the degree to which all
their economic and commercial functions are developed, and consequently in
their relative importance to the trade. In only five—New York, New Orleans,
Liverpool, Havre, and Alexandria—can it be said that every kind of operation
required in the cotton business is continuously carried on; and of these five, two,
Havre and Alexandria, have limitations which remove them from the class of
first importance. The business of Havre, though fully developed in all its forms,
is chiefly confined to serving the needs of France, which is oomparatively low in
the list of cotton-consuming countries. In Alexandria all operations are con-
fined to cotton of Egyptian growth, which, though of great importance because
of its peculiar qualities, is produced in comparatively small amounts each year
and consequently affects only to a moderate extent the general problem of the
supply of cotton and the demand for it. On the other hand, Bremen, though a
market of the first importance for actual cotton, drawn upon not only by Ger-
many but also by Austria, Russia, and the smaller countries of Northern Europe,
has been prevented by German governmental action from carrying on openly
one of the most important forms of trading in cotton, making contracts for future
delivery, and as a result its merchants are obliged to rely mainly upon Liverpool
and New York for the opportunity to transact an essential part of their business.
It follows, naturally, from this incompleteness of function that the market of
Bremen is comparatively unimportant as a register of the forces of demand and
supply and of the prices made thereby. Finally, Bombay, while the chief
market for the great Indian cotton crop, has not yet adopted in their complete-
ness the methods used by the cotton merchants of the United States and Europe.
It deals in a kind of cotton which, though of general value, is of a peculiar quality
and much less desirable for spinners than cotton of other growths. Accordingly,
the transactions which take place in that market have as far less general signifi-
cance than those of the great western markets. Thus we are brought to the
conclusion that even among the major cotton markets of the world there are
only three of the very highest class—New York and New Orleans in the United
States and Liverpool in England. It may fairly be said that in these three
markets the entire world of cotton is reflected. The entire cotton trade looks
to them for guidance from day to day, bases all its operations upon the course
of prices established in them, and follows with the closest attention every de-
velopment in them which serves as an indication of the way in which the balance
of supply and demand is swinging or is about to swing.
By reason of the volume of daily transactions in these great markets and of

the importance of them to the whole cotton trade, the cotton merchants doing
business in them found it desirable many years ago to associate themselves
together in bodies corporate, known as cotton exchanges, for the purpose of
establishing and maintaining just and reasonable and publicly announced rules,
under which all dealings between the merchants should be conducted, and which
should serve as a basis to the cotton world generally for interpreting the course
of events in the markets themselves. This was particularly necessary because
cotton is a commodity requiring a high degree of technical skill in its handling
and likely to give rise to all kinds of misunderstandings and even to fraud, if
uniform and clearly defined methods of dealing in it are not laid down. In the
earlier period of the great rise of cotton to economic importance, let us say, up
to the middle of the nineteenth century, cotton had been merchandised, even in
the greater markets, by numerous factors, merchants, brokers, commission men,
and other dealers, each following his own ideas and employing such methods
as he saw fit with the cotton producers, on the one hand, and with the spinners
and his fellow traders, on the other. Hence arose constant costly disputes and
much confusion and loss, to say nothing of unjust advantages taken by those
who were not too scrupulous. The very terms of every contract entered into
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were more or less loose and vague, and it was impossible for anyone in the business
to know precisely to what he was committing himself. The first movement to
obtain better conditions seems to have been made in Liverpool, where, on April
2, 1841, there was organized a body called the Cotton Brokers' Association of
Liverpool. This association, however, did not include all the dealers in cotton in
Liverpool; its membership was confined to the class of persons known in that
market as "buying brokers," whose particular business was to select from the
available cotton held by merchants the particular requirements of individual
spinners and to buy this for the spinners' account. The objects announced by
this new organization in the cotton trade were, first, to lay down uniform rules
under which the members should do business, both with the cotton merchants
and with their own spinner customers; and, second, to enter upon the work of
systematically compiling statistics of the available supplies of cotton, both in
Liverpool and elsewhere, for the information of the members and of the public at
large. This first formal organization of cotton dealers lasted as an independent
body some 40 years, but was in 1882 merged with the later established general

body known as the Liverpool Cotton Association. It is, however, entitled to the
credit of having shown the cotton trade the great advantages to be derived from

clearness and uniformity of rules, and of having paved the way for that careful

and elaborate gathering of statistics which has now reached such perfection that,
with the exceptions already noted, the entire world is now covered by the statis-
ticians, and everybody concerned with cotton is able to judge for himself what the
available supply is everywhere. So well did the association fulfill its function

that for nearly 30 years it was relied upon as the regulator of the cotton trade in
Liverpool. But with the constant increase of the spinning industry in Great
Britain and the consequent enlargement of the cotton trade in Liverpool, it finally

became desirable to organize a larger and more inclusive body, which should have
as members all classes of dealers in cotton. The impulse in this direction became

the greater, by reason of the many changes in the cotton trade occasioned by the

Civil War in America. While this war lasted, the uncertainty of the supply of

cotton, the tremendous fluctuations in its price, and the consequent attraction of

a purely speculative class of traders to the cotton market brought into play eco-

nomic forces hitherto unknown in the trade and made it imperative that all

dealers in cotton should seek protection from undue risks in a much wider and

more rigid uniformity of methods and rules than ever before. As a result, there

took shape in Liverpool in the years just following the American Civil War a

more complete organization of the Liverpool cotton dealers; and, in 1870, this

became the Liverpool Cotton Association, which still continues to exist as the

controlling body in the world cotton market of Liverpool. At first the older

association of "buying brokers" maintained its separate identity, but, as has

been said above, this was merged in 1882 with the larger body, and since that

date there has been but one Liverpool Cotton Exchange.
The same influences that were at work in the cotton trade in England had

already made themselves felt in the two greatest cotton markets of the United

States, New York, and New Orleans. In the early days the merchandising of

cotton in both these markets had been conducted in the main upon the lines of

the merchandising of all country produce. Commission merchants and factors

received the cotton from the country, often after having advanced money to the

planters to grow the crop, and offered it for sale to spinners or to buyers for

spinners or to exporters. Until the cotton was sold, it was carried in warehouses

like any other stock of merchandise. Heavy risks were run and heavy charges

incurred in handling and distributing each year's crop in this manner. But the

disturbances of the Civil War immensely increased these risks, and at the same

time forced dealers to adopt various new methods in their effort to reduce these

risks as much as possible. The class of "brokers" greatly increased, and all

concerned endeavored to find ways to pass on the risks as quickly as possible,

aiming to act in the capacity of commercial intermediaries, rather than as specu-

lative merchants in the old sense. Cotton was accordingly passed from hand to

hand much more rapidly than before the war and the trade constantly grew in

complexity. But this very complexity made more imperative absolute uni-

formity of rules and practices, in order that confusion and loss might be avoided.

So, within less than a year after the formal organization of the Liverpool Cott
on

Association, the cotton dealers of both New Yoik and New Orleans associated

themselves together in cotton exchanges. The New York Cotton Exchange was

granted a charter by the State of New York on April 8, 1871. The New Orleans

Cotton Exchange was organized in February, 1871, and was incorporated by the
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State of Louisiana, on September 19, 1871. The objects which the founders of
these two bodies had in view are well illustrated by the declarations of section 3 of
the charter of the New York Cotton Exchange, which reads as follows:
"The purposes of said corporation shall be to provide, regulate and maintain

a suitable building, room or rooms, for a cotton exchange, in the city of New York,
to adjust controversies between its members, to establish just and equitable
principles in the trade, to maintain uniformity in its rules, regulations and usages,
to adopt standards of classification, to acquire, preserve, and disseminate useful
information connected with the cotton interest throughout all markets, to decrease
the local risks attendant upon the business, and generally to promote the cotton
trade of the city of New York, increase its amount and augment the facilities with
which it may be conducted, and to make provision for the widows and families of
deceased members. The said corporation shall have power to make all proper and
needful by-laws, not contrary to the constitution and laws of the State of New
York or of the United States."

It is hardly necessary to give here the detailed history of the organization of
the cotton exchanges at Bremen and Alexandria, and of the cotton section of the
Havre Bourse, all inaugurated considerably later than the three great exchanges
above mentioned. Bombay, in spite of its character as a world cotton market,
has as yet no formally organized cotton exchange. In fact, it may be said that
the three exchanges of New York, New Orleans, and Liverpool stand by them-
selves in completeness of economic type, in equipment to meet all the needs of
the world's cotton trade, and consequently in recognized authority as register-
ing the balance of all the forces of supply and demand as regards cotton. To
such an extent is this true that they have now ceased to be simply associations
of local cotton dealers in these great markets, and have become representative
associations of the entire trade. Their membership now embraces great numbers
of persons who are not personally present in those markets at all, and whose
immediate business is conducted in all sorts of places, often very remote from the
centers themselves. The New York Cotton Exchange, for example, has mem-
bers not only all over the United States, but also in every important country of
Europe, and even as far away as Japan. Yet all these persons make continual
use of the great exchanges to which they belong, and base their entire business
upon transactions made for their account upon those exchanges.
We are now brought to the matter of the nature of these transactions upon the

cotton exchanges which constitute, so to speak, the economic fabric of the cotton
trade. And here, before proceeding to detail, it will be well to make clear the fact
that, just as there is a primacy among cotton markets, so also there is a kind of
primacy among the different crops of cotton produced by various countries.
Although all cotton wherever raised, is of importance, and although some of the
smaller crops, like the Egyptian, have particular qualities that give them excep-
tional value, there is general agreement in assigning to the crop of the United
States a place in the economics of cotton that belongs to no other. This is both
because of the size of the American crop, more than double that of any competing
country, and also because of the character of the cotton itself. Embracing within
itself a v ery considerable variety of qualities, suitable for all but a few of the needs
of all manufacturers, American cotton is par excellence what the trade calls the
"bread-and-butter" cotton of commerce. Wherever there are cotton spindles,
even in countries which themselves produce cotton, American cotton is used to a
greater or less degree. Other cottons are judged in the main in their relation of
quality and price to American cotton.

It is, therefore, in connection with American cotton that the action of the
forces of demand and supply is most fully and significantly manifested. The
fluctuations of the price of American cotton are, speaking generally, followed not
only by dealers in this kind of cotton, but also by dealers in all other kinds of
cotton, and by manufacturers and merchants of all kinds of goods made of
cotton, as the basis of their business operations. It is not meant by this that the
abundance or scarcity of other kinds of cotton is of no importance or has no
effect upon the general level of cotton prices. Quite the contrary is the case.
But this effect is signalized to the cotton trade through the markets for Ameri-
can cotton, rather than directly through the noted movements of the prices of
the other cottons. And, as a result of these commercial facts, the study of the
economic functions of cotton exchanges becomes primarily the study of those
exchanges only where American cotton is exclusively or preponderantly dealt in.
These are New York and New Orleans, in the United States, and Liverpool, in
England. In the first two only American cotton is bought and sold, either
presently or for future delivery. In the last, though Egyptian cotton is traded
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in for both accounts and almost all other growths of cotton are bought and sold
"on the spot," as cotton merchants say, the business in American cotton so far
surpasses the business in all other cottons that the Liverpool market is gener-
ally thought of as regards its American section alone. We may go further and
say that anyone who understands the rationale of the business in American
cotton in the three great markets just mentioned will possess practically all that
is essential of the theory and practice of the cotton business to-day.
The essential matters to elucidate become these: What are the essential char-

acteristics of the commodity, American cotton, as an article of commerce?
What are the commercial necessities or requirements that have to be met in
gathering it together from the wide area in the Southern States over which it is
produced and in distributing it to those who need it? And what transactions,
based upon what principles and governed by what rules, are required upon the
great cotton exchanges, in order that they may fulfill the part which they have
been described as filling in the economies of cotton? It will, perhaps, be clearest
to take up these questions in their order, as this will permit us to follow the
logical development of the inherent nature of the matter, to which, rather than
to the conscious wit of men, the very existence of cotton exchanges is due.

Cotton is a commodity which, though all of it is destined to the same use, i. e.,
to be spun, is remarkable for the number of variations of quality which it shows.
This is particularly true of American cotton. In this fact there is, fortunately,
great economic advantage, because spinners are, by reason of it, enabled to find
in each crop just the kinds of cotton which are peculiarly adapted to the manufac-
ture of the immense variety of cotton fabrics now commonly made. Yet this
variety of quality fundamentally affects the procedure of the cotton trade and
has much to do with determining the rules of the cotton exchanges. It is neces-
sary, then, to describe it in its main features. It may be said that the variation
is of two kinds—first, length of fiber or "staple," and, second, color and com-
parative freedom from extraneous matter. To the first of these variations the
name "staple" is commonly given; to the second, "grade" or "class." These
require a brief description.
The "staple" of American cotton, omitting the limited special variety of sea-

island cotton, with a fiber of great length and strength, varies in length from
about five-eighths inch to about 11A inches. Every increase in the length of the
fiber results in an increase in the value. This is particularly true when the fiber
has a length of 1* inches or more. From that point every addition of one-
sixteenth inch to the fiber adds cumulatively to the price. Though there are
no sharply defined geographical limits within which the several varieties of staple
are produced, it is true in a general way that the shorter stapled cottons (from
five-eighths inch to 1 inch in length) are grown in the States on or near the
Atlantic seaboard—North and South Carolina, Georgia, Alabama, and Florida.
The trade name for these cottons is "upland." The somewhat longer stapled
cottons (from 1 inch to LA. inches in length) are produced in the greater part
of the Mississippi Valley States and in Texas and Oklahoma, and are known as
"Gulf" and "Texas" cottons. Practically all of the long-stapled cotton (from
1 A- inches to PA inches in length) is grown in that part of the State of Mississippi
called the Delta, lying between the Yazoo and Mississippi Rivers, and in part
of Arkansas. These cottons are known as "rivers" or "benders" because
raised on the rich alluvial land in the bends of the rivers. In their relative propor-
tions in the entire annual crop these varieties of staple stand approximately
as follows: Uplands, 50 per cent; Gulf and Texas, 45 per cent; and extra staples
(rivers and benders), 5 per cent. It will thus be seen that in the trading on the
cotton exchanges upland cotton must be given the foremost place, and in fact
made the basis for all the trading rules, but that special provisions are required
to take care of the more valuable longer stapled cottons.
No matter what the length of staple may be or where the cotton may be raised,

it varies in respect to its color and in respect to the amount of dry leaf, dust, and
other extraneous matter which it shows. In the matter of color three main
divisions are recognized by the trade—white, tinged, and stained. White cotton
is that which has opened in the fields and been picked before frost occurs and
before heavy., winter storms have affected it. The proportion of it in any crop
varies greatly with the varying dates of frost and the character of the weather
through the picking season. Sometimes almost the entire crop is white cotton;
in other years less than half of it. It is generally much more valuable than
tinged or stained cotton. " Tinges " are produced by light frosting of the cotton
bolls before they open, and have a slightly yellowish, or golden orange color.
"Stains" are due to a combination of heavy frost and severe storms, and have a
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deep orange or tawny color. But, whether the cotton be white, tinged, or stained,
it always has in it a certain amount of extraneous matter—dry leaf, specks of
dust, bits of husk, and so forth. As this matter must be taken out of the cotton
before it is spun, and is a pure loss to the spinner, the relative amount of it in any
particular cotton affects its value. Consequently all cotton has to be separated
into the "grades" which correspond with the amount of such matter shown.
These grades have names universally current in the trade, and most of them de-
scended from the early days about which we have little chronicled information.
That "grade" which seems originally to have been thought to represent a fair
average of quality has, ever since we knew anything of American cotton, been
known as "middling." Grades better, i. e., cleaner, than "middling" are called
"good middling," "middling fair," and "fair"; those poorer, i. e., dirtier, than
"middling" are called "low middling" and "good ordinary." Modern require-
ments, however, have made it necessary to carry the refinement of sub-division
of grade still further, and to establish what are known as "half grades," and even
"quarter grades" between the above "full grades." The list of "half grades"
above "middling" is in New York "strict middling," "strict good middling,"
and "strict middling fair"; below "middling" it is "strict low middling" and
"strict good middling." The "quarter grades" recognized in New York are
"fully middling," "barely good middling," and "fully good niddling" on the
ascending scale; and "barely middling" and "fully low middling" on the de-
scending.

It should, perhaps, be stated here that there is a slight lack of uniformity
between the great markets in the nomenclature of the intermediary grades.
Thus in Liverpool the "half grades" bear the designation "fully" instead of
"strict," as in New York. But the cotton trade is accustomed to these differ-
ences, and no confusion arises therefrom. It should also be noted that the
range of grading accepted for "tinged" cotton is smaller than for "white";
and that all merchantable "stained' cotton is called "middling stained,"—all
"stains" below that grade being treated as unmerchantable. The essential
point to bear in mind is that every one of these "grades," "half grades," and
"quarter grades," as well as each of the colors

' 
has a different value. A further

point of importance is that it is the custom of the trade to arrive at these differ-
ent values by referring always to the current value of "middling" white cotton.
This white grade of "middling," therefore, is known as the "basis grade," and the
other grades or sub-grades are valued at so much "on" or "off" middling. The
scale of the additions to or subtractions from the value of "middling," to arrive
at the value of the other grades, is known as the scale of "differences."
At this point it is necessary to mention a fact which is one of the few causes of

commercial disturbance and confusion left in the cotton trade. This is that it
has not yet been possible to bring about complete uniformity of practice in all
the markets for American cotton with regard to the very essential matter of
exactly what constitutes each grade and sub-grade of cotton. As there is not yet
any formal and imperative standard of cotton grades in the world, a very con-
siderable variation is found between market and market, section and section.
What is called "middling" in Augusta, Ga., is very different from and much
higher than the "middling" of Savannah and Charleston. The "middling" of
Texas is nearly one-half grade better than the "middling" of New York and fully
one-half grade better than the "middling" of Liverpool. The grades of New
York do not correspond with those of Liverpool or Bremen or Havre, nor with those
t)f many of the spinning centers in New England. Expert cotton merchants are,
of course, familiar with these variations and can make allownce for them, but they
undoubtedly are a source of confusion all the time. And there is the more of
this because many of the markets allow their grades to vary somewhat from year
to year, according to the character of the successive crops. It may be said that
the New York Cotton Exchange is the only great market in the United States
that has held without variation to a fixed standard of grades. This standard was
adopted by a convention of all the important cotton exchanges in the country
in 1874 and immediately put into effect by the New York Cotton Exchange, being
rigidly adhered to by it ever since, though the other exchanges unhappily fell
away from it almost at once. Within the past three years the United States
Department of Agriculture, acting under a law passed by Congress; has caused a
standard set of grade types to be made by a commission of cotton experts; but
these types vary materially from what are accepted generally in the trade as the
different grades and are as yet incomplete in that they represent only Texas and
Gulf cotton and not uplands and do not include the lowest grades of merchantable
cotton. Consequently, they have not yet been widely adopted. Properly supple-
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mented, however, with what is now lacking, these types could with great pro-
priety and to the advantage of everyone be put into effect, in the United States
at least. At the present moment, however, it is an unfortunate fact that a high
degree of technical skill is required to know what is really meant by "middling"
and the other grades in all the various markets for American cotton.

Having thus described the essential characteristics of the commodity, American
cotton, we may now pass on to the commercial requirements that have to be met
in the course of gathering it together, merchandising it and distributing it. To
begin with, cotton must be bought and gathered together in the southern States,
just as it runs, "in gross," as the French say; and it must be merchandised and
distributed "in detail," to use the French expression—that is, in accordance
with the particular needs of particular spinners all over the world. The cotton
planter wishes to sell his cotton just as nature gives it to him, in all its grades and
qualities at once. He has no information about the various markets for the differ-
ent kinds of cotton. He knows only in a general way the relative values of these
different kinds. It is the business of the cotton merchant to buy this cotton just
as it is offered by the planter—high grades, low grades varying colors, varying
staples, all together—and then to find for each quality its appropriate purchaser
among the spinners. The cotton merchant has to know not merely the current
value of cotton "in gross," but also the values of all the separate qualities upon
which the composite 'gross" value is based. And the requirements of individual
spinners are just as detailed and specific as the offerings of the planter are mis-
cellaneous. Generally speaking, every mill is arranged for the use of only certain
qualities of cotton, suitable to the particular goods being manufactured by it.
Other qualities, even though superior in point of market value, may be practically
useless to it. Thus a mill arranged to spin upland cotton can generally do noth-
ing whatever with bender cotton. To a certain degree the same is true of the
different grades; what is advantageous in one mill involves a loss in another. So
the cotton merchant must be familiar with what his various spinner customers
need and must be ready to supply this out of his gross purchases in the South.
Here at once a difficulty presents itself. The merchant, buying, as he must, all
grades and qualities, may have an immediate market with spinners for only cer-
tain of these grades and qualities, and thus may have left on his hands for an in-
definite time the superfluous cotton he has been obliged to buy along with what he
really wanted. So long as he can not sell this additional cotton, his "overs, "
as they are called by the trade, he must bear the risk of a decline in its value,
unless he can find some way in which to protect himself. As will be seen later,
this inescapable risk and the device of the trade for insuring against it, have had
more than anything else to do with making the great cotton exchanges what they
now are. Nor is this particular risk the only one the cotton merchant must
take in order to meet the needs of his spinner customers. For the spinners not
only desire to buy from the merchant cotton that precisely meets their needs;
they also wish to buy it in various different ways that will suit their convenience.
For example, they are in the habit themselves of contracting for months ahead

the output of their mills, and they desire to buy their cotton for delivery to them
from month to month as they will require it. They look to the merchant to be
ready to enter into such a contract for the future with them, instead of shipping
them at once cotton which he actually has on hand. Such contracts for the future
delivery of cotton to spinners are made in great numbers, running months and
even years ahead, requiring for their fulfillment sometimes cotton not yet grown.
Thus the merchant continually finds himself in the position of having on hand
cotton for which he has no immediate sale and at the same time of being under
contract to spinners for the future delivery of cotton which he has not bought.
No one unfamiliar with the cotton trade can conceive of the number, magni-

tude, and complexity of these operations, which are required by reason of the
world-wide character of the business of supplying all mankind with cotton
fabrics and with cotton to make them of. But, obviously, the risks involved in
all this are very great indeed. When it is remembered that the annual supply of
cotton is entirely a matter of nature's bounty; that from one year to the next
there is often a variation of 20 per cent or more in this supply; that the effect
on the price of cotton of superfluity one year followed by scarcity the next, is
such as to produce fluctuations at times of nearly 100 per cent in its market
value—when all this is remembered, it will be understood how severe are the risks
that must be undergone by those who gather it together, merchandise it, and
distribute it. Were it not that a way has been found, through the use of the
great cotton exchanges, to insure against these risks, it is certain that the whole
conduct of the cotton business must be different from what it is, and that the
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certainty, ease, and convenience with which the world is now kept supplied with
its cotton would be unknown. And the world would suffer not only in the
matter of cotton itself, it would be profoundly disturbed in all kinds of ways as
regards international commerce and finance. It would be difficult to com-
prehend in one statement all the economic evils that would result from removing
so immense an industry as the cotton industry from the field of safe calculation
and undertaking for the future.

Fortunately, any such changed condition of things need not be contemplated,
unless, indeed, certain busy but ignorant political agitators should meet with a
success beyond probability. As has been indicated above, there has been evolved
with the course of years a method of employing transactions upon the great
cotton exchanges as a means of insuring against these immense aggregate risks;
and, economically speaking, this method is one of the most interesting develop-
ments of modern commerce. A description of the transactions upon the cotton
exchanges and of the rules that govern them is, therefore, now in order.
In their inception the markets where the great cotton exchanges are now situated

were, of course, simply places to which, by reason of the geographical, commercial,
or financial advantages they possessed, considerable quantities of cotton came to
be merchandised. The buying and selling of cotton pyhsically in the market,
"on the spot," as the trade puts it, was until some 40 years ago the exclusive
cotton business of these places. About this business in cotton "on the spot"
customs of the trade grew up, gradually assuming the shape of formulated rules,
which were generally recognized as binding on all dealers in the markets. Such
a custom of the trade was that the common unit of trading in cotton "in gross"
and to some extent "in detail," should be 100 bales. Other customs had to do
with the way in which the seller should deliver his cotton to the buyer, and the
buyer pay for it, or with the manner in which the grade or grades of the cotton
should be ascertained and valued; or with the identity of the cotton and the
certification of its place of origin; or with the warehousing and insurance; or
with the settling of differences between traders; in short, a long list of matters of
everyday occurrence. Later, this body of customs and rules about cotton "on
the spot" was to serve as the foundation for the whole scheme of rules of the
modern exchanges. And to this day a most important portion of the business of
the exchanges themselves is trading in cotton "on the spot." New York, New
Orleans, and Liverpool still remain among the most important "spot markets"
for American cotton in the world. And the merchants associated in the ex-
changes have adopted most comprehensive and yet detailed rules to govern their
transactions in "spot" cotton. Uniformity and fair play are secured at every
point in the delivery and receipt of such cotton, and in the payment for it and the
passage of the title to it. Many members of the exchanges make dealing in it
their exclusive business. And yet, it has become in a sense not the main business
of the exchanges, but subsidiary and ancillary to this main business. It may
almost be said that as the main business of banks to-day is not dealing in money,
but in credits; so the main business of the cotton exchanges is now in credit
transactions in cotton, toward which the actual cotton "on the spot" stands in
much the same relation as the money in the banks to the sum total of their
transactions in credits. It serves as a reserve at once for the satisfaction of
unliquidated credit balances and for the maintenance of sound values in all the
credit operations. This, however, will not be clear without a more detailed
account of these credit operations themselves; and this we are now ready to
undertake.
The name given to the credit transactions in question is "contracts for future

delivery," or colloquially, "futures." For the complete understanding of the
nature of these and of the part they have come to play in the economies...of cotton,
some knowledge of their history is necessary. We first get traces of them in their
tentative forms in the period including and immediately following the American
Civil War. As is generally known, the Civil War occasioned an enormous rise in
the price of cotton outside the Confederate States, and also tremendous fluctau-
tions in the price. In England, particularly, the constant scarcity of cotton and
the uncertainty of the supply led to constant violent changes in the market.
Such a condition of things invariably brings with it a craze for speculation in the
commodity affected. And cotton was no exception to the rule. Among other
expedients made use of by the English speculators was that of contracting for the

of cotton known to be on shipboard directed to England. Such cotton
was known as cotton "to arrive," and the making of contracts for the delivery
of this cotton "on arrival" became a leading feature of the Liverpool market
before the close of our Civil War. Needless to say, these contracts were not
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bought and sold merely once against a given cargo of cotton, but over and over
again at the varying prices of the market. Speculators quickly saw that such
contracts afforded them certain advantages as compared with cotton "on the
spot." For one thing, they did not have to find the actual money to pay for
them, as they did for the actual cotton. Then they had, or seemed to have,
no warehousing and insurance bills to pay on them. So the tide of speculation
turned largely in the direction of these contracts. As time went on, they were
slightly modified in form, as shippers of cotton began to calculate that they
could count on the arrival of their cotton at least within a period of two months.
So contracts were made for the delivery of cotton to arrive within two specified
and coupled months—as, for example, October-November, January-February,
July-August. In the late sixties, the making of such contracts had become a
common practice; and little by little the association of such contracts with certain
specific cotton on specific ships died away and was replaced by the notion that
contracts might be made for the delivery of cotton in any coupled months in
the future and, when the months came around, might be filled with any cotton
then available. Here was the contract for the future delivery of cotton, as we
now know it, fully developed and formulated.
In the United States much the same forces were at work as in Liverpool,

though to a greater extent in New York than in New Orleans. During the
Civil War itself the cotton traded in by New York merchants was chiefly con-
traband cotton, seized by the Government and sold to merchants and speculators.
Soon after the war, however, the practice of dealing in cotton, not only "on
the spot," but "to arrive" from the South, became, prevalent in New York.
As it was possible to forecast the arrival of this cotton within a single month, the
contracts made against it specified but one month for the delivery instead of the
two coupled months of Liverpool. So the New York contracts from the start
have called for May delivery or July delivery or October delivery, and so on,
rather than May-June, July-August, or October-November. When this man-
ner of trading had been once entered upon, it developed with great rapidity,
and by 1869 various New York merchants were making straight-out contracts
with spinners and with their fellow merchants, calling for the future delivery of
cotton in specified months. And, precisely as in Liverpool, these contracts
came to be traded in by both dealers and speculators, being passed fro .1 hand to
hand at the varying prices of the market or being replaced by new contracts at
new prices according to the conveneience of the traders. By leans of these
contracts a given lot of cotton might pass through the hands of a large number
of persons before being finally delivered to some one having immediate need for
it. Furthermore, these contracts gave to the whole market a continuous flexi-
bility and responsiveness to new conditions as they arose, which had been un-
known and impossible in the days of simple merchandising. The importance
and the influence of the New York market grew very rapidly after this new form
of trading was inaugurated. On the other hand, New Orleans contented itself
for some years with dealing in cotton "on the spot," because the natural flow of
cotton to that market from contributory territory was so great as to provide
abundant business for all the dealers there. It was not until some 10 years after
the system of trading in contracts for future delivery was fully developed in
New York that it began to be adopted in New Orleans.
So far, we have not touched upon the most important of all the uses to which

contracts for future delivery came to be put, first in Liverpool, then in New
York, and later in New Orleans, by dealers in cotton. This use is what is tech-
nically known as "hedging" to protect engagements in actual cotton and to
insure merchants against loss in such engagements. The inception of this prac-
tice was such a novel and far-reaching departure from previous custom as to
justify quoting what the writer has said elsewhere about it.
"It was two or three years after the Civil War that this new conception of the

cotton business took shape in the mind of one of the most brilliant cotton
merchants the world has ever known, the late Mr. John Rew, of Liverpool,
whose firm is still in existence. In 1868 or 1869, Mr. Rew saw that the newly
laid Atlantic cable made it possible for a cotton merchant in Liverpool to ascer-
tain with unheard-of quickness the price at which actual cotton could be bought
in the Southern States and the approximate date at which it could be shipped to
England. He saw, also, that if the price that was being bid in Liverpool for
'cotton to arrive' was high enough to enable him to buy the cotton in the South
and sell contracts for this same 'cotton to arrive' in Liverpool two or three
months later, he could enter into the transaction with entire safety, as when his
cotton reached Liverpool, he could either deliver it to the parties to whom he
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had sold the contracts; or, if some spinner was willing to pay a higher relative
price than the holder of the contracts had agreed to pay, he could buy back his
contracts and sell the cotton to the spinner with the larger profit to himself. Here
was a method, then, by which Mr. Rew or any other importer of cotton into Liver-
pool could relieve himself of the great risks attending the handling of a commodity
which had become highly speculative, and go serenely about his business of import-
ing cotton into Great Britain, able to make a fair profit on every importation
and yet always able to work on a much narrower margin than any of his old-style
competitors, because they were carrying the merchant's risk, with its alternate
profits and losses, while he had only profits. The immediate and large success
obtained by Mr. Rew in his new way of conducting the cotton business attracted
the instant attention of the ablest cotton merchants both of Liverpool and New
York; and when, a year or two later (in 1870 and 1871, respectively), the Liverpool
Cotton Association and the New York Cotton Exchange were organized, the best
men in the trade had adopted the new scheme as the basis of their business."
It is certain that in the early days of "hedging" neither its inventor, Mr.

Rew, nor his imitators at all realized the full economic possibilities or even the
true economic basis of the new method. They did not, for example, think of
"hedging" as more than a device by which the cotton merchant could make use
of the natural propensity of speculators to buy for an advance in price, turning
this into a form of protection or insurance for themselves against a decline in
the value of their unsold stock of cotton. To them the cotton merchants were
always on one side of the game and the speculators on the other. So general
was this conception of the matter that for many years the great exchanges were
denominated "the speculative markets"; and many persons both in and out of
the trade looked askance upon the use of them, holding that the transactions
there were necessarily, on one side at least in the nature of gambling. Indeed,
this notion has not even yet entirely died out, as is evidenced by what is said of
the cotton exchanges in much of the public discussion of them. And some truth
would probably have to be allowed in this contention, had "hedging" remained
exactly what it was at the start. But it was speedily seen that it is just as
feasible to protect oneself against loss in a transaction in cotton or cotton goods
extending into the future by buying contracts for future delivery as "hedges,"
as it is to insure oneself against a decline in the price by selling contracts as
"hedges." As soon as this was observed, there began to be buyers of contracts
for future delivery on the exchanges who were not speculators at all, but mer-
chants or manufacturers desirous of engaging themselves for the future, but un-
willing to speculate on the rise or fall of the price of cotton. And these "hedge"
contracts, both on the part of the merchant who sold them and on that of the
manufacturer or merchant who bought them, were regarded from the start as
primarily credit transactions, to be liquidated as such, whenever in the course
of business their protection was no longer required. To be sure, they could be
turned into transactions in actual cotton by anyone so desiring; but it was found
that out of the multitude of transactions of this kind only a small percentage
were finally treated in this way. In short, just as few persons call for actual
gold at the bank against bank notes or checks, though the gold must always be
there for anyone who wants it, so few buyers of cotton contracts call for the
actual cotton and few sellers deliver it, unless abnormal conditions arise, and then
the working of the natural laws of commerce always draws enough cotton to
the market to supply the actual need.
The ease and rapidity with which such credit transactions could be entered

into, even by persons at a great distance from the markets, but represented there,
caused this use to extend very rapidly. And steadily the proportion of them
increased in which merchants or manufacturers were on both the selling and the
buying side, so that the speculator became only one factor in the market out of
many, instead of being, as at first, the only factor on one side. It is probable
that to-day the speculator is interested in less than 25 per cent of the con-
tracts made on the great exchanges at any time; and for long periods of spec-
ulative inactivity he is engaged to a far smaller extent than that. Few persons
not actually conducting business on the great cotton exchanges can have any idea,
of the way in which the whole cotton world is centered in them through the de-
velopment of telegraph and cable facilities to meet this new universal use of
transactions in these credit contracts for future delivery for "hedge" purposes.
Directly from the floor of each of the three chief exchanges the lines run to every
part of the globe where cotton is dealt in. And a continuous stream of orders to
buy and to sell contracts pours in over these lines from cotton merchants and
cotton manufacturers or their agents everywhere. The "hedge" contracts



TO PREVENT SALE OF COTTON AND GRAIN IN FUTURE MARKETS 105
which a cotton merchant in San Antonio, Tex., sells against 1,000 bales of cotton
he has just bought may be bought as "hedge" contracts by the representative of
a cotton manufacturer in New England, or Italy, or Russia, or of an importer of
cotton goods at Shanghai, as insurance on some engagement for goods stretching
on into the future and not yet covered with the necessary quantity and quality
of actual cotton. Of course, the speculator plays his part too, and often furnishes
the motive power for changes in the level of pries; but the volume of his trans-
actions is insignificant in comparison with these others just described.

There now remains one further matter in connection with the economic theory
of "hedging" in cotton which should be somewhat elucidated. It has already
been stated that it is the custom in the cotton trade to arrive at the value of all
the different grades of cotton by referring them to the value of the basis grade,
middling. By an extension of the same principle it is taken as fundamental that
the value of the basis grade, middling, itself will remain in every market substan-
tially on a parity with its value in every other market. This does not mean that
the price will be the same in all the markets, but that after making due allowance
for the freight, insurance, and other charges necessary to move cotton from its
place of production to the various markets, the price will be substantially the same
in them all, subject always, of course, to the moderate and temporary fluctuations
of parity caused by greater or less pressure of demand or of supply in these
markets. Thus, the cotton merchant at any point in the Southern States knows
what basis middling cotton is normally worth in his immediate vicinity as com-
pared with its value in New Orleans or New York or Liverpool. So, too, the
cotton merchant or manufacturer in Germany or Austria knows the relative value
of cotton delivered to him and of basis middling cotton in all the great exchanges.
In the same way the values of all the different grades and qualities of cotton

everywhere, though, of course, fluctuating somewhat from season to season
according to the demand for and the supply of each, may always be referred
to the value of basis middling cotton on the great exchanges. In other words,
all cotton, wherever it may be and whatever its quality, is regarded as part of
a great common store having a substantially similar value in all the markets.
This being so, the merchant in San Antonio, Tex., does not hesitate to enter
into a credit contract in New York, as a "hedge" against his cotton in San
Antonio, provided the parity of prices is normal. He knows that whatever
he may do with his cotton or wherever he may ship it, the value of it will remain
substantially on a parity with his "hedge" contract, and that, when he sells
his cotton to someone else at any level of prices the market may have reached
meantime, he will be able to buy back his "hedge" contract at this parity of
price. As a result of this principle, the cotton trade looks upon all the cotton„
scattered all over the world, which is hedged in the great Markets, as constituting
the stock of cotton of those markets, even though only a few hundred thousand
bales out of millions may be physically in the warehouses of those markets.
A further effect is to give great fluidity and mobility to this total supply of
cotton and to cause it to flow at once, by means of transfers of "hedge" con-
tracts, to those markets in which the demand is relatively strong or the supply
relatively low. Thus, the San Antonio merchant knows not only the normal
parity between his home market and New York; but also the normal parity
between New York and Liverpool; and, if, after having sold his "hedge" in
New York, he finds that a strong demand has shown itself in Liverpool, causing
the price level there to rise above its normal parity with New York, he promptly
buys in his contract in New York and sells it at the higher relative price in
Liverpool. The reverse is done by the buyer of "hedge" contracts in one market,
when prices there go above a parity with the others; he sells out his now rela-
tively high-priced contracts and buys lower-priced ones in the market which is
lagging. In this way there is a continuous flow of contracts from market to
market, involving in the aggregate transactions in tens of millions of bales
every year, of far more than the entire crop. Indeed, there are merchants
who largely devote themselves to simultaneous transactions in contracts in
two or more markets, buying in the cheaper and selling in the dearer, and making
their profit out of the gradual readjustment of the parity. Such merchants
are called "arbitrageurs," or, more colloquially, "straddlers," and their opera-
tion is known as a "straddle." Their function is a highly important and useful
one in the trade.

There remains only to state what is the nature of this contract for the future
delivery of cotton, which has come to be used so universally by the cotton trade
for "hedging" all its operations and so insuring itself against losses occasioned
by fluctuations in the price of cotton. It is necessarily a contract for cotton "in
gross," just as the merchant has to buy it from the planter, and it is consequently
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a contract upon which any and all grades and qualities of merchantable cotton
may be delivered. The values at which other grades or qualities are deliverable
are invariably obtained by reference to the basis grade, middling white upland
cotton. The method of determining these values, or "differences on or off,"
varies between the three great markets, and there has been considerable con-
troversy of late as to the proper theory to follow. In New Orleans, the differences
are fixed from day to day in accordance with the prices made in the local spot
market by the demand for and the supply of the various grades and qualities.
This method has the disadvantage of causing alterations in the parity between
the value of the basis middling contract and cotton already hedged, sometimes
to the loss of the merchant holding the cotton. In Liverpool, the value of each
lot of cotton tendered for delivery, relative to middling uplands, is determined
by members of the trade acting as arbitrators, subject to the final decision of an
appeal committee. This method has the disadvantage of producing great in-
equalities in valuations and of making it practically impossible to calculate in
advance what a given lot of cotton is worth, relative to middling. In New York
the method is to determine early in each season through a large committee of
experts what the "differences on and off" shall be for the rest of that crop, ac-
count being taken of the probable supply of the various grades and also of what ex-
perience has shown to be the approximate relative value of each of these grades
to spinners. The disadvantage of this method is that there may be miscalcula-
tion of the probable supply of the various grades, resulting in a temporary dis-
turbance of the parity between the value of contracts and the general value of
middling. The great advantage, however, believed by most New York mer-
chants to more than offset the disadvantage, is that after the "differences"
have once been fixed, absolute calculability is obtained, enabling every merchant
everywhere to know exactly what he is doing when he enters into either a credit
transaction or one in spot cotton in New York. In the long run, too, provided
the "differences on and off" are kept at approximately the relative values of the
various grades to the spinner, temporary departures from parity of contracts
with middling will rectify themselves. Indeed, it is probable that the ideal
way to determine the "differences on and off" for the various grades would be
to conduct ample mechanical tests in mills and textile schools, getting the aver-
age outturn of yarn from each grade and fixing the "differences" once and for
all by the results of these tests. Something of this kind seems to be probable in
the near future.
Such is the contract for the future delivery of cotton which to-day is used by

all nonspeculative cotton merchants as a "hedge," and which more and more
' the spinners of the world are employing for the same purpose. It is unnecessary

here to go into the details of all the rules adopted by the merchants associated in
the exchanges to govern these transactions. Suffice it to say that they are all
designed to produce absolute uniformity, fairness, and openness between dealers
in cotton. As has been indicated before, these contracts made under these rules
to-day form the very foundation of the cotton business. Until some better way
is found of distributing and insuring against the immense risks ifivolved in mer-
chandising a commodity whose price must fluctuate widely, according as nature
is bounteous or niggardly, the cotton exchanges must remain indispensable in the
economy of modern commerce.

APPENDIX C

[S. 454, Sixty-ninth Congress, first session]

A BILL To prevent the sale of cotton and grain in future markets

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That certain words used in this act and in pro-
ceedings pursuant hereto shall, unless the same be inconsistent with the context,
be construed as follows:
The word "message" shall mean any communication by telegraph, telephone,

wireless telegraph, cable, or other means of communication from one State or
Territory of the United States or the District of Columbia to any other State or
Territory of the United States or the District of Columbia or to any foreign
country.
The word "grain" shall include wheat, corn, oats, and barley.
The word "person" shall mean any person, partnership, joint-stock company,

society, association, or corporation, their managers and officers, and when used
with reference to the commission of acts which are herein required or forbidden
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shall include persons who are participants in the required or forbidden acts, and
the agents, officers, and members of the board of directors and trustees, or other
similar controlling or directing bodies of partnerships, joint-stock companies,
societies, associations, and corporations.
And words importing the plural number, wherever used, may be applied to or

mean only a single person or thing, and words importing the singular number
may be applied to or mean several persons or things.

Sec. 2. It shall be unlawful for any person to send, or cause to be sent, any
message offering to make or enter into a contract for the purchase or sale for
future delivery of cotton or grain without intending that such cotton or grain shall
be actually delivered or received, or offering to make or enter into a contract
whereby any party thereto, or any party for whom or in whose behalf such
contract is made, requires the right or privileges to demand in the future the
acceptance or delivery of cotton or grain without being thereby obligated to accept
or to deliver such cotton or grain; and the transmission of any message relating
to any such transaction is hereby declared to be an interference with commerce
among the States and Territories and with foreign nations. Any person who
shall be guilty of violating this section shall, upon conviction thereof, be fined
in any sum not more than $10,000 nor less than $1,000, or shall be imprisoned
for not more than six months nor less than one month, or both such fine and
imprisonment, and the sending or causing to be sent of each such message shall
constitute a separate offense.
SEC. 3. It shall be the duty of any person sending any message relating to a

contract or to the making of a contract for future delivery of cotton or grain to
furnish to the person transmitting such message an affidavit stating that he is
the owner of such cotton or grain and that he has the intentionito deliver such
cotton or grain•

' 
or that such cotton or grain is at the time in actual course of

growth on land owned, controlled, or cultivated by him, and that he has the
intention to deliver such cotton or grain; or that he is at the time legally entitled
to the future possession of such cotton or grain under and by authority of a con-
tract for the sale and future delivery thereof previously made by the owner of
such cotton or grain, giving the name of the party or names of parties to such
contract and the time when and the place where such contract was made and the
price therein stipulated, and that he has the intention to deliver such cotton or
grain; or that he has the intention to acquire and deliver such cotton or grain;
or that he has the intention to receive and pay for such cotton or grain: Provided
That any person electing to do so may file with the telegraph, telephone, wireless
telegraph, or cable company an affidavit stating that the message or messages
being sent, or to be sent, for the six months next ensuing by such person do not
and will relate to any such contract or offers to contract as are described in section
2 of this act, and any such company shall issue thereupon a certificate evidencing
the fact that such affidavit has been duly filed, and such certificate shall be
accepted in lieu of the affidavit herein required at all the transmitting offices of
such company during the life of said affidavit. Any person who knowingly shall
make a false statement in any affidavit provided for in this act shall be punished
by a fine of not more than $5,000 nor less than $500, or shall be imprisoned for
not more than two years nor less than one year, or by both such fine and imprison-
ment. And any prosecution under the provisions of sections 2 or 3 of this act
the proof of failure to make any affidavit herein required shall be prima facie
evidence that said message or messages related to a contract prohibited by
section 2 of this act, and the proof of failure to deliver or receive the cotton or
grain called for in any contract for future delivery of cotton or grain shall be
prima facie evidence that there was no intention to deliver or receive such cotton
or grain when said contract was made.

SEC. 4. Any agent of any telegraph, telephone, wireless telegraph, or cable
company to whom messages herein described may be tendered is hereby required,
empowered, and authorized to administer any oath required to be made under
the provisions of this act with like effect and force as officers having a seal, and
such oaths shall be administered without any charge therefor.

SEC. 5. It shall be unlawful for any person owning or operating any telegraph
or telephone line, wireless telegraph, cable, or other means of communication or
any agent, officer, or employee of such person, knowingly to use such property or
knowingly to allow such property to be used for the transmission of any message
relating to such contracts as are described in section 2 of this act. Any person
who shall be guilty of violating this section shall, upon conviction thereof, be
punished for each offense by a fine of not more than $10,000 nor less than $500,
and the sending of each message in violation of the provisions of this section
shall constitute a separate offense.
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SEC. 6. Every book, newspaper, pamphlet, letter, writing or other publication
containing matter tending to induce or promote the making of such contracts as
are described in section 2 of this act, is hereby declared to be nonmailable matter,
and shall not be carried in the mail or delivered by any postmaster or letter carrier.
Any person who shall knowingly deposit, or knowingly cause to be deposited, for
mailing or delivery any matter declared by this section to be nonmailable, or
shall knowingly take or cause the same to be taken from the mails for the purpose
of circulating or disposing thereof, or of aiding in the violation of any of the pro-
visions of this section may be proceeded against by information or indictment
and tried and punished, either in the district at which the unlawful publication
was mailed or to which it is carried by mail for delivery according to the direction
thereof, or at which it is caused to be delivered by mail to the person to whom it
is addressed. And the punishment for the violation of this section shall be the
same as the punishment prescribed in section 2 of this act for the sending or
receiving of messages.
SEC. 7. The Postmaster General, upon evidence satisfactory to himself that

any person is sending through the mails of the United States any matter declared
by section 6 of this act to be nonmailable, may instruct the postmasters in the post
offices at which such mail arrives to return all such mail to the postmaster in the
post office at which it was originally mailed, with the word "unlawful" plainly
written or stamped upon the outside thereof, and all such mail, when returned to
said postmaster, shall be returned to the sender or publisher thereof under such
regulations as the Postmaster General may prescribe.

SEC. 8. In any proceeding under this act all persons may be required to testify
and to produce books and papers, and the claim that such testimony or evidence
may tend to criminate the persons givincr

t' 
such testimony or producing such evi-

dence shall not excuse such person from testifying or producing such books and
papers; but no person shall be prosecuted or subjected to any penalty or punish-
ment whatever for or on account of any transaction, matter, or thing concerning
which he may testify or produce evidence of any character whatever.
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APPOINTMENT OF AN ADDITIONAL JUDGE FOR THE
EASTERN DISTRICT OF PENNSYLVANIA

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 1642]

The Committee on the Judiciary, having had under consideration
Senate bill 1642, a bill to provide for the appointment of an addi-
tional judge of the District Court for the Eastern District of Pennsyl-
vania, recommends that the bill do pass.
In the act of September, 1922, enlarging the number of district

judges an additional judge was authorized for the eastern district
of Pennsylvania and the showing made at that time abundantly
demonstrated the need of an additional judge. Thereafter Judge
McKeehan was appointed under the authority of this act. It was,
however, provided that successors should not be appointed for judges
provided for in that act except by consent of Congress. Judge
McKeehan died after a short service and this bill is intended to
authorize the President to appoint a successor.
The 1925 annual conference of senior circuit judges surveyed the

situation and recommended that the appointment of a successor to
Judge McKeehan be authorized. The Department of Justice, in
its annual report for 1925, has emphasized and approved that recom-
mendation. The need of an additional judge seems very clear.

0
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1st Session No. 510

APPOINTMENT OF AN ADDITIONAL JUDGE OF THE DISTRICT
COURT OF THE UNITED STATES FOR THE WESTERN DISTRICT
OF NEW YORK

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 1490]

The Committee on the Judiciary, having had under consideration.
Senate bill 1490, a bill to provide for the appointment of an addi-
tional judge of the District Court of the United States for the West--
ern District of New York, recommends that the bill do pass with the
following amendment:
In line 3 strike out the word "shall" and insert "is hereby author-

ized to."
This bill is reported favorably upon a showing that the district

imperatively needs more than one district judge. The annual con-
ference of senior circuit judges of 1925 recommended an additional
district judge for this district and this recommendation was empha-
sized and approved by the Attorney General in his report for 1925.
In addition to these recommendations there was presented to the

committee a letter written by Hon. John R. Hazel, district judge of
the western district of New York, which so clearly and conclusively
sets forth the situation that the committee copies it as a part of
this report.

BUFFALO, N. Y., March 6, 1926.
Hon. JAMES W. WADSWORTH,

United States Senate, Washington, D. C.
MY DEAR SENATOR: We need another judge in this district because the

criminal side of the court is taking up so much time that it delays disposing of the
civil matters. Even before prohibition there was always considerable criminal
business, and that, added to the common-law cases, patents, and admiralty pretty
well filled up the time of the court; but since the national prohibition act passed
nearly three weeks of each term of court are taken up with the disposal of cases of
that description, including, of course, smuggling liquor cases now and then.
United States Attorney Templeton informs me that there are about 1,500 liquor
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cases on the docket wherein pleas of not guilty have been entered—cases that
ought to be tried speedily—and there are thought to be about 600 pending before
the United States commissioners in which informations are to be filed. In this
district there are six terms of court held in different localities—two regular terms
at Buffalo, one at Rochester, Canandaigua, Elmira, and Jamestown, and it
happens, not infrequently, that one term of court continues until another
commences.

Special terms for trial of criminal cases have been held by judges from New
York, Vermont, and New Hampshire at different times while I was engaged in
civil work. 'It is not only the trial of prohibition cases, but arraignments to plead,
which occur frequently, and motions to quash search warrants for illegal searches
and seizures, and motions to return automobiles unlawfully seized which take up
considerable time. These matters mostly come up each week on the regular
motion day, but they are often continued to other days for one reason or another.
This, of course, tends to delay other trials and decisions. In patent cases, for ex-
ample, testimony is taken in open court and often a week or two are required for
these hearings. And so it is with admiralty—most of my time during the month
of February having been given up to the latter.
I think it should be understood, also, that the Department of Justice recom-

mended an additional judge several years ago, and so has the conference of circuit
judges held at Washington last September, and bar associations throughout the
district have passed resolutions asking for the appointment of an additional judge
for the western district.
Some confusion has arisen, however, owing to the introduction in the House

by Congressman Magee of Syracuse, or by the chairman of the Judiciary Com-
mittee of the House at Congressman Magee's request, of a bill for an additional
judge to function in both the northern and western districts. I doubt the prac-
ticability of such an arrangement. Anyway, it will not give the relief that I
think we ought to have, and therefore I hope that it will not prevail.

With great respect, I am, very truly yours,
JOHN R. HAZEL.

When I was appointed 25 years ago there were two assistant United States
attorneys and one clerk besides the chief in this district; now there are seven
assistants besides the chief and a half dozen clerks. The clerk's offices, besides
the chief clerk, consisted of one assistant and a clerk—while now there is a
clerk and six or seven deputies—the marshal's force has also greatly increased.

Upon this showing, there seems to be no doubt that this bill should
pass.
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TO DETACH FULTON COUNTY FROM THE JONESBORO DIVISION

OF THE EASTERN JUDICIAL DISTRICT OF THE STATE OF

ARKANSAS

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany H. R. 67301

The Committee on the Judiciary, to which was referred the bill
(H. R. 6730), report the same favorably to the Senate, with an
amendment.
On page 1, line 7, after the word "State," strike out the period and

insert a colon and the following:
Provided, That this shall not affect suits now pending.
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TO PROVIDE FOR THE APPOINTMENT OF AN ADDITIONAL
DISTRICT JUDGE FOR THE DISTRICT OF CONNECTICUT

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 227]

The Committee on the Judiciary, having had under consideration
the bill (S. 227) a bill to provide for the appointment of an additional
district judge for the district of Connecticut, recommends that the
bill do pass with the following amendments:
In line 4 strike out the words "and directed," and in line 8, after

the word "and," insert the word "who."
This bill is reported favorably upon the following showing made to

the Judiciary Committee:
First, the recommendation of the Attorney General, which will be

found upon page 5 of his last annual report.
Second, upon the recommendation of the conference of senior

circuit judges held in June, 1925.
Third, upon resolutions passed by the executive committee of the

State Bar Association of Connecticut, of the .New Haven County
Bar Association, and of the Hartford County Bar Association.

Fourth, upon a petition signed by 58 members of the bar practicing
in the district court of the district of Connecticut, which states, in
substance, that there were pending in the district court on June 30,
1924, 347 suits, of which 39 were criminal suits; there were instituted
during the year 404 suits, of which 182 were criminal suits, a total of
751 suits pending during the period; that there were terminated
during the period 292 suits, leaving at the end of the period 459 suits
unfinished, of which 75 were criminal suits. It was further stated
in the petition that during the period the judges outside the district
held court for 16 days.

It is obvious that from this showing another district judge is
imperatively needed. It was also made clear that the district of
Connecticut, unlike some other districts, had comparatively few
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prosecutions for violation of the liquor law, inasmuch as it is said that
the State officials were efficient in that respect. A very considerable
part of the litigation pending in the district is for the infringement of
patents. Another important part relates to the admiralty jurisdic-
tion of the district court. Connecticut, being a highly industralized
State, naturally, there are many civil suits in which large sums are in.
controversy. To permit the existing situation to continue is mani-
festly a denial of justice to those whose rights are concerned.

0
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PROVIDING FOR THE APPOINTMENT OF AN ADDITIONAL DIS-
TRICT JUDGE FOR THE SOUTHERN DISTRICT OF THE STATE
OF IOWA

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 475]

The Committee on the Judiciary, having had under consideration
the bill (S. 475) to provide for the appointment of an additional judge
of the District Court of the United. States for the Southern District
of Iowa, recommends that the bill do pass with the following amend-
ments:
On page 1, line 4, strike out the word "shall" and insert in lieu

thereof the words "is hereby authorized to."
Strike out of section 1, beginning on line 9, the following words:
The present judge shall be held and treated as the senior judge and shall

exercise such powers and such duties in that judicial district as may be incidental
to seniority.

Strike out section 2 and substitute therefor the following:
SEC. 2. When a vacancy shall occur in the office of the existing district judge

for said district such vacancy shall not be filled unless authorized by the Congress.

The committee reports favorably upon this bill upon this showing.
The existing judge of the District Court for the Southern District
of Iowa has been ill for more than a year. This judge has been one of
the most faithful and competent judges now in office. He is about
65 years of age and has held his office for many years. During the
last year he has been unable to try jury cases. He has done some
work in chamber, but even that has been done at great risk. It is
to be hoped that he will recover his strength sufficiently to do a fair
share of the work arising in this district. Outside district judges
have been called upon to conduct all the trials during the period
above named, and it is felt that there is an imperative necessity for
the appointment of another district judge.

It is to observed that the committee has recommended that when
a vacancy shall occur in the office held by the existing judge that
it shall not be filled until the further action of the Congress.

0
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REGULATING THE SALE OF FEDERAL LOAN BONDS AND LIMITING
THE USE OF THE WORDS "FEDERAL," "UNITED STATES," OR
"RESERVE"

MARCH 27 (calendar day, MARCH 31), 1926.-'--Ordered to be printed

Mr. MCLEAN, from the Committee on Banking and Currency, sub-
mitted the following

REPORT

[To accompany S. 2606]

The Committee on Banking and Currency, to which was referred
the bill S. 2606, begs leave to report that it has had the same under
consideration and is of the opinion that the bill ought to pass.

This bill is urged by the Federal Reserve Board as the result of
many complaints that the words "Federal" or "reserve" or a combi-
nation of the two is used as a part of the title of banks, corporations,
and firms, other than Federal reserve banks and banks organized
under the Federal farm loan act. The following letter from the gov-
ernor of the Federal Reserve Board sets out in detail the reasons for
the protection provided in this bill:
MY DEAR SENATOR: The Federal Reserve Board has received many complaints

about the use of the words "Federal" or "reserve" or a combination of the two
as part of the title of banks, corporations, and firms other than Federal reserve
banks. In most of these instances it is obvious that such words have been used
in an attempt to take advantage of the prestige enjoyed by the Federal reserve
banks and to arrogate to the firms or corporations using such words part of the
benefits accruing from this prestige, and the board has felt that not only is this
purpose in itself objectionable, but also that such use of these words is likely to
mislead the public and to cause confusion. Indeed, in several instances it has
been found that the use of such words by firms or corporations other than Federal
reserve banks actually has led to confusion. The board has always opposed such
use of these words and feels that legislation to remedy the situation is very badly
needed.
The board is calling this matter to your attention with the request that you

will endeavor to secure the passage of a law which will prevent this objectionable
practice as far as possible. There is inclosed herewith a copy of a bill prepared
for this purpose which was introduced into the first session of the last Congress
but which failed of passage. The board is very hopeful that this or some other
bill having substantially the same effect will be enacted into law during the present
session of Congress. It will be noted that the first provision of the inclosed bill
would prohibit offering for sale as farm-loan bonds any securities not issued under
the terms of the Federal farm loan act. This provision was included in the

S R-69-1—vol 2 14



2 REGULATING THE SALE OF FEDERAL LOAN BONDS

bill, at the time it was being prepared, at the request of the Farm Loan Board,
but the Federal Reserve Board is not advised whether the Farm Loan Board is
still desirous of securing the enactment of such legislation.
A precedent for the enactment of a law of this kind is found in section 5243

of the Revised Statutes which prohibits the use of the word "national" as part
of the title of any bank not organized under the national bank act. While the
validity of that provision has never been passed upon by the courts, it has been
on the statute books since 1873 and its validity has never been questioned. It
is well recognized that the good name or reputation of a bank is one of its most
valuable possessions and it would seem clear that the same is true of any banking
system. Any device or scheme the natural result of which would be to cause
banks, corporations, or firms of questionable standing to be confused with the
Federal reserve banks or which is likely to mislead the public into believing that
such banks, corporations, or firms are affiliated in some way with the Federal
reserve system endangers the good name and reputation of the Federal reserve
system. It is believed, therefore, that the enactment of legislation to prevent
such abuses is necessary to protect the Federal reserve banks and the Federal
reserve system. The Supreme Court of the United States has recognized the
principle that the power to create national banks carries with it the power to
preserve them (see First National Bank v. Fellows, 244 U. S. 416, and cases
cited), and the same must be true as to the Federal reserve banks. There would
seem to be no doubt, therefore, as to the constitutionality of a bill designed to
protect the reputation of the Federal reserve banks.
For your information there is also inclosed herewith a copy of a memorandum

prepared for the information of the Federal Reserve Board containing a brief
statement of the circumstances of each case which has been called to the atten-
tion of the board in which the word "Federal" or the word "reserve" or a com-
bination of the two has been used as a part of the name of a bank, corporation, or
firm other than a Federal reserve bank, or in the advertising of such a bank, cor-
poration, or firm, or where such use of these words has been attempted. It is
believed that a reading of the facts set forth in this memorandum will convince
anyone of the necessity for some legislation to prevent such abuses.
As you will note from the memorandum, the board has sought various ways

of preventing the objectionable practices, but usually with little success. The
board has several times requested the aid of the Federal Trade Commission in
these matters, but as this body is without jurisdiction over banks or insurance
companies its power to render material assistance has necessarily been greatly
restricted.
The Federal Reserve Board hopes that you will do all that is possible to secure

the introduction and enactment into law of a bill which will provide an effective
remedy for this situation.

If agreeable to you, the board will be glad to furnish a copy of this letter and
the inclosed documents to each member of your committee in order that they
may study them at their leisure.

Very truly yours,
D. R. CRISSINGER, Governor.

The following is a brief statement of a few of the many instances which have
been called to the attention of the Federal Reserve Board in which the word
"Federal," the word "reserve," or a combination of the two has been used
as part of the name of a bank, corporation, or firm other than a Federal reserve
bank or in the advertising of such a bank, corporation or firm or where such
use of these words has been attempted:

FEDERAL BANK & TRUST CO.

Under dates of September 4 and October 4, 1915, respectively, the board
received complaints from the presidents of two different banks in San Antonio,
Tex., complaining of the fact that an advertisement was being published in
local papers to the effect that a bank was being organized for the purpose of
engaging in the general banking and trust business under the name of "Federal
Bank & Trust Co." One of the letters stated that although no official action
had been taken by the local clearing house authorities, it was the impression of
the writer from conversations with the various members of the Clearing House
Association that they felt very strongly that such use of the word "Federal"
would be misleading to the public and that many of the public would believe
that such bank was connected with the Federal reserve banks.
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FEDERAL RESERVE ASSOCIATION

The board received a letter from a national bank in Pennsylvania, dated
November 22, 1915, calling attention to the use by a life insurance company of
the name "Federal Reserve Association." The board referred this matter to
the Postmaster General as a probable violation of the postal laws, but it is not
advised as to what action was taken by the Post Office Department. Under
date of September 25, 1919, this case was again called to the attention of the
board by Mr. R. L. Austin, Federal reserve agent at the.Federal Reserve Bank
of Philadelphia. Mr. Austin inclosed in his letter a letter received from a mem-
ber bank in Wilkes-Barre, Pa., stating that the Federal Reserve Association was
incorporated under the laws of Delaware on September 6, 1914, as a fraternal
order, with no specified capital stock; that it was soliciting insurance on the
survivorship payment plan, but that no statement of its assets or liabilities could
be obtained.

FEDERAL STATE BANK

Under date of February 11, 1916, Mr. John H. Rich, Federal reserve agent at
the Federal Reserve Bank of Minneapolis, advised the board that a party of
men who were organizing a State bank in Minneapolis had inquired of him
whether there was any objection to their using the title "Federal State Bank."
In reply the board stated that while it knew of no statute prohibiting the use
of the word "Federal" by National or State banks, it was considering the desira-
bility of asking Congress to enact a provision prohibiting such use of the word
"Federal" and suggested that in view of this situation the parties in question
probably would not desire to select that name for their proposed bank.

RESERVE TRADING CO.

Under date of August 4, 1916, the late Hon. M. T. Helgesen, Congressman
from North Dakota, transmitted to the Secretary of the Treasury a letter from
the cashier of a State bank in North Dakota complaining of the use of the name
"Reserve Trading Co." by a company giving its address as "739 Reserve Bank
Building, Kansas City, Mo." Congressman Helgesen stated that, "It occurs
to me that the point made by Mr. is well taken, and that if a way is open
to you to put a stop to this form of misrepresentation and fraudulent advertising,
it should be taken forthwith." The Secretary of the Treasury referred this
letter to the Federal Reserve Board, and the board called Mr. Helgesen's atten-
tion to the fact that a bill to prohibit such use of the words "Federal" and
"reserve" was then pending in the House of Representatives.
The board also called this matter to the attention of the governor of the

Federal Reserve Bank of Kansas City, who advised the board that the building
of the Federal Reserve Bank of Kansas City was not called the "Federal Reserve
Bank Building," but that there was an office building in the city called "The
Reserve Bank Building" which was so named from the fact that the National
Reserve Bank of Kansas City once occupied it. He stated that he was unable to
obtain any information about the company in question and suggested that there
should be a law preventing all concerns, as well as banks, from using the words
"Federal" and "reserve" except with the approval of the Federal Reserve
Board. The board also called this matter to the attention of the Postmaster
General who replied that it would be given consideration in "connection with a
similar complaint alleging the use of the mails for fraudulent purposes by the
above-named concern now under investigation by this service."

FEDERAL RESERVE STATE BANK

Under date of June 29, 1917, Mr. Charles M. Sawyer, then Federal reserve
agent at the Federal Reserve Bank of Kansas City, advised the board that he
had received an inquiry from the State bank commissioner of Kansas as to
whether or not there was any objection to State banks which become members
of the Federal reserve system using the words "Federal reserve" as part of their
names. It appeared that a State bank had applied for an amendment to its
charter changing its title to "Federal Reserve State Bank." The board replied
that, while there was no specific law prohibiting the use of those words, it was
of the opinion that their use by State and national banks should be discouraged.



4 REGULATING THE SALE OF FEDERAL LOAN BONDS

FEDERAL-AMERICAN SAVINGS BANK

Under date of July 19, 1917, Mr. W. A. Heath, Federal reserve agent at the
Federal Reserve Bank of Chicago, advised the board that the German-American
Savings Bank of Port Huron, Mich., which was about to apply for membership
in the Federal reserve system, was contemplating changing its name to the
"Federal-American Savings Bank." The board replied that it was decidedly
against its policy to encourage the use of the word "Federal" as part of the title
of member banks.

FEDERAL CATTLE LOAN SOCIETY

Under date of November 7, 1919, the governor of the Federal Reserve Bank of
Kansas City transmitted to the board a copy of a letter received from a State
bank in Kansas inquiring whether paper offered by the "Federal Cattle Loan
Society," of Des Moines, Iowa, was accepted and approved by the Federal
Reserve Board. The writer explained that it was the desire of his bank to have
its securities at all times such as are acceptable under the Federal reserve act,
from which it appears that the name "Federal Cattle Loan Society" caused him
to think that probably that society was in some way connected with the Federal
reserve system.
The board also received a letter from a member State bank in Des Moines,

Iowa, stating that some of their citizens were organizing a "Federal Cattle Loan
Society" and inquiring whether there was any law against such use of the word
"Federal." The board replied that, although it had always been very much
against its policy to encourage the use of the word "Federal" in the title of any
banking corporation, it was not advised of any law prohibiting its use for that
purpose.

FEDERAL RESERVE LIFE INSURANCE CO.

Under date of October 15, 1919, the governor of the Federal Reserve Bank of
Kansas City transmitted to the board a clipping from the Kansas City Times of
October 14, 1919, announcing the organization of the "Federal Reserve Life

CInsurance o." in Kansas. Governor Miller stated that the organizers of this
company were officers and directors of state banks in Kansas none of which had
joined the Federal reserve system, and inquired whether there was not some way
to prevent promoters from using the title "Federal reserve," even for a life in-
surance company. The board transmitted a copy of this letter to the chairman
of the Banking and Currency Committee of the House.

FIRST FEDERAL BANK OF WILLIAMSON

Under date of March 24, 1920, Mr. Caldwell Hardy, Federal reserve agent at
the Federal Reserve Bank of Richmond, called the board's attention to the fact
that a State bank in Williamson, W. Va., was contemplating changing its name
to "First Federal Bank of Williamson," and applying for membership in the
Federal reserve system. Mr. Hardy inquired whether there was any law pro-
hibiting the use of the word "Federal." The board replied that, while it was not
aware of any statute of the United States prohibiting the use of the word "Fed-
eral" in the corporate title of any State institution, it had consistently tried to
discourage the use of that word in such a manner and on several occasions had
recommended to Congress the enactment of a law prohibiting a State corpora-
tion from including the word "Federal" in its title, but that Congress had not
taken any action in the matter.

FEDERAL RESERVE SECURITIES CO.

Under date of August 10, 1920, Mr. Charles B. Powell, counsel for the Federal
Reserve Bank of Chicago, advised the board that the officials of the Federal
reserve bank had recently called to his attention the fact that a corporation was
about to be organized under the laws of Illinois to be called "Federal Reserve
Securities Co.," and had requested him to take steps, if possible, to prevent the
adoption of that name by the proposed corporation. Mr. Powell stated that he
had taken the matter up with the attorneys who were organizing the proposed
corporation and that they had agreed not to use the words "Federal reserve" as
part of the title of this corporation. He suggested, however, that legislation
ought to be obtained from Congress prohibiting such use of those words, just as
the use of the word "national" is prohibited by section 5243 of the Revised
Statutes.
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Many other cases of the use of the words "Federal" or "reserve" for the pur-

pose of misleading the public have been brought to the attention of the com-
mittee.
A somewhat similar act of Congress was enacted in 1873, found in section 5243

of the Revised Statutes, which reads as follows:
"All banks not organized and transacting business under the national currency

laws, or under this title, and all persons or corporations doing business of bankers,
brokers, or savings institutions, except savings banks authorized by Congress to
use the word 'national' as a part of their corporate name are prohibited from
using the word 'national' as a portion of the name or title of such bank, corpora-
tion, firm, or partnership; and any violation of this prohibition committed after
the 3d day of September, 1873, shall subject the party chargeable therewith to a
penalty of $50 for each day during which it is committed or repeated."
The constitutionality of this act has never been questioned.
Note the decision of the United States Supreme Court in the case of First

National Bank of Bay City v. Attorney General of the State of Michigan ex rel.
Union Trust Co. (244 U. S. 416). That case involved the validity of section 11
(k) of the act of Congress approved December 23, 1913, establishing the Federal
Reserve Board. The section in question gives the board authority—
"To grant by special permit to national banks applying therefor, when not in

contravention of State or local law, the right to act as trustee, executor, adminis-
trator, or registrar of stocks and bonds under such rules and regulations as the
said board may prescribe."
The Supreme Court on appeal held that Congress had not exceeded its consti-

tutional authority in enacting the section, saying that—
"Although the powers given were new, the principles involved in the right to

confer them were long since considered and defined in adjudged cases."
After a discussion of the principles involved the court based its decision on

four reasons as follows:
First. In testing the existence of an implied power in Congress to grant par-

ticular functions, the bank as created must be considered as an entity with all the
functions and attributes conferred upon it, rather than considering the attributes
and functions as segregated and disregarding their relation to the bank as com-
ponent parts of its operations.
Second. The right of Congress to exercise its legislative judgment as to the

necessity for creating the bank, including the scope and character of the public
and private powers which should be given it, must be recognized and must not be
set aside by the exercise of judicial discretion for the purpose of determining
whether it was relevant or appropriate to give the bank the particular functions
in question.

Third. Even if the implied power of Congress to confer the particular power in
question were to be determined by the exercise of judicial discretion, the court
below erred in that it failed to recognize the actual situation existing, to wit, that
as a result of State legislation, State corporations which were rivals in a greater or
less degree of national banks had an unfair advantage over national banks, the
effect of which was far reaching.

Fourth. Although the State has in a general sense the power to regulate
private banking business, it may not use that authority to prohibit such business
from being united by Congress with the banking function since to do so would be
but the exertion of State authority to prohibit Congress from exercising a power
which under the Constitution it has a right to exercise. Furthermore, the State
may not by legislation create a condition as to a particular business which would
bring about an actual or potential competition with the business of national
banks and, at the same time, deny the power of Congress to meet such created
condition by legislation appropriate to avoid the injury which otherwise would be
suffered by the national agency.
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1st Session No. 515

AUTHORIZING THE FEDERAL RESERVE BANK OF RICHMOND TO
CONTRACT FOR AND ERECT A BUILDING FOR ITS BALTIMORE
BRANCH

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. MCLEAN, from the Committee on Banking and Currency, sub-
mitted the following

REPORT

[To accompany S. J. Res. 66]

The Committee on Banking and Currency, to which was referred
the joint resolution (S. J. Res. 66), beg leave to report that it has
had the same under consideration and is of the opinion that the bill
should pass with an amendment, as follows: -
At the end of the bill add the following proviso
Frovid?d, however, That the character and type of building to be erected, the

arr ount actually to be expended in the construction of said building, and the
amount actually to be expended for the vaults, permanent equipment, fur-
nishings and fixtures for said building shall be subject to the approval of the
Federal Reserve Board.

This bill is approved by the Federal Reserve Board and the fol-
lowing is a copy of a letter from the custodian of the United States
customhouse building at Baltimore, Md., addressed to the Secretary
of the Treasury:
Owing to the congested conditions prevailing here and the absolute necessity

for more space for housing important divisions now occupying this building
which, by reason of increased business, must have more room, I for some days
have been making a most careful survey of the whole building and want to
recommend that the money department of the Baltimore branch of the Federal
Reserve Bank of Richmond, which was originally given temporary quarters
here and is now occupying the most valuable space in the customhouse, be
asked to secure other quarters. More than two years ago the bank told me
that it was going to build, but so far I have not heard of its doing so.
My understanding of Government buildings is that they are intended to

house Government activities only—those directly under Government control.
The Federal reserve bank, I believe, is not.
The space they occupy would not only relieve the congestion now existing

but would probably allow us to house some Government activity now paying
rent.
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iSt Session No. 516

LIMITING THE CREATION OR EXTENSION OF FOREST

RESERVES IN NEW MEXICO AND ARIZONA

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 565]

The Committee on Public Lands and Surveys, to whom was referred
the bill (S. 565) limiting the creation or extension of forest reserves
in New Mexico and Arizona, having carefully considered the same,
report favorably thereon with the recommendation that the bill
do pass without amendment.
Under an act entitled "An act to authorize the President of the

United States to make withdrawals of public lands in certain cases,"
approved June 25, 1910 (36 Stat. 847), it provided, "That hereafter
no forest reserve shall be created, nor shall any additions be made to
one heretofore created within the limits of the States of Oregon,
Washington, Idaho, Montana, Colorado, or Wyoming, except by
act of Congress." This act was amended by an act of August 24,
1912 (37 Stat. 497), which act provided for the including of the State
of California in the aforementioned provision of the original act.
The purpose of the present bill (S. 564) is to protect the States of
New Mexico and Arizona, in the same manner as the western public-
land States which have already been provided for, as above.

This bill is identical with S. 377, which, after careful consideration,
was reported favorably by this committee and passed by the Senate
in the Sixty-eighth Congress, which report (S. Rept. No. 31) is
appended hereto and made a part of this report.

Also appended hereto is the letter of the Secretary of Agriculture,
under date of January 18, 1926, on the present bill.

[Senate Report No. 31, Sixty-eighth Congress, first session]

The Committee on Public Lands and Surveys, to whom was referred the bill

(S. 377) limiting the creation or extension of forest reserves in New Mexico and

Arizona, having considered the same, report favorably thereon with the recom-

mendation that the bill do pass without amendment.
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The bill was referred to the Departments of Agriculture and Interior, and the
Secretaries of those departments furnished the committee with the following
reports thereon:

Hon. I. L. LENROOT,
Chairman Committee on public Lands and Surveys,

United States Senate.
. MY DEAR SENATOR LENROOT: I am in receipt of your request for a report on
S. 377, providing that thereafter no forest reservation may be created or enlarged
within the limits of the States of New Mexico and Arizona, except by act of
Congress.
A similar measure was introduced in the Sixty-seventh Congress (S. 916), and

was favorably reported by this department under date of June 1, 1921, and passed
the Senate August 5, 1921. Legislation of the same nature as that now proposed
has been enacted with reference to the States of Colorado, Idaho, Montana,
Oregon, Washington, Wyoming, and California in the acts of March 4, 1907 (34
Stat. 1271), June 25, 1910 (36 Stat. 847), and August 24, 1912 (37 Stat. 497).
In my opinion the law should be the same as to all of the public land States

where conditions are similar, and I therefore recommend the enactment of S. 377.
Very truly yours,

DEPARTMENT OF THE INTERIOR,
Washington, January 3, 1924.

HUBERT WORK, Secretary.

DEPARTMENT OF AGRICULTURE,
Washington, January 7, 1924.

Hon. IRVINE L. LENROOT,
Chairman Committee on Public Lands,

United States Senate.
DEAR SENATOR: Receipt is acknowledged of your request of December 22 for

a report upon the bill (S. 377) limiting the creation or extension of forest reserves
in New Mexico and Arizona.

If this bill were passed it would forbid the President adding to any national
forest in New Mexico or Arizona any public lands which might be chiefly valuable
for timber production or stream-flow proteation, and which would serve its
highest use as a part of a national forest. Lands of that type are not valuable
for agriculture or for other development by private enterprise. Nevertheless,
under such a law they would remain a part of the unappropriated public domain.
Timber growing thereon could not be disposed of under national forest rules, and
in many instances, unprotected from fire, would present a menace to adjoining
national forest timber.
The department has frequently encountered embarrassment through the

inability to add to national forests certain lands which form parts of natural
units for national forest administration because the act of August 24, 1912 (37
Stat. 497), prohibits such additions in seven of the public-land States except by
act of Congress. Quite frequently the lands to be added formed parts of water-
sheds from which municipalities obtained the city water. These and other
worthy cases have been presented to Congress for the special legislation necessary
to make the addition, but owing to the press of more important measures the
bills introduced to take care of those situations have failed to become law. Con-
gress has in more than 20 instances made additions in the States where the
inhibition applies. In most of these instances the local people and the depart-
ment recognize the need for additions, but until Congress can put aside important

. matters to consider these cases the lands must remain a part of the public domain,
where overgrazing is reducing their value and the timber is not protected from
fire.
The department believes that it would be unwise to tie the hands of the Presi-

dent so that he can not authorize the best utilization of the lands remaining in
Government ownership, and for that reason recommends that the bill be not
enacted.

Sincerely yours,
HENRY C. WALLACE, Secretary.
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Hon. ROBT. N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.
DEAR SENATOR STANFIELD: Reference is made to your letter of December 12,

requesting a report on the bill S. 565, "Limiting the creation or extension of
forest reserves in New Mexico and Arizona." This measure is identical with the
bill S. 377 in the Sixty-eighth Congress and upon which the department sub-
mitted a report on January 7, 1924. In commenting upon that measure the
following were stated:
"If this bill were passed, it would forbid the President adding to any national

forest in New Mexico or Arizona any public lands which might be chiefly valuable
for timber production or stream-flow protection and which would serve its high-
est use as a part of a national forest. Lands of that type are not valuable for
agriculture or for other development by private enterprise. Nevertheless, under
such a law they would remain a part of the unappropriated public domain.
Timber growing thereon could not be disposed of under national-forest rules,
and in many instances, unprotected from fire, would present a menace to ad-
joining national-forest timber.
"The department has frequently encountered embarrassment through the

inability to add to national forests certain lands which form parts of natural
units for national-forest administration because the act of August 24, 1912
(37 Stat. 497), prohibits such additions in seven of the public-land States except
by act of Congress. Quite frequently the lands to be added formed parts of
watersheds from which municipalities obtained the city water. These and other
worthy causes have been presented to Congress for the special legislation neces-
sary to make the addition, but owing to the press of more important measures
the bills introduced to take care of those situations have failed to become law.
Congress has in more than 20 instances made additions in the States where the
inhibition applies. In most of these instances the local people and the depart-
ment recognize the need for additions, but until Congress can put aside important
matters to consider these cases the lands must remain a part of the public do-
main, where overgrazing is reducing their value and the timber is not protected
from fire.
"The department believes that it would be unwise to tie the hands of the

President so that he can not authorize the best utilization of the lands remaining
in Government ownership, and for that reason recommends that the bill be not
enacted."
For these reasons thee department adheres to its recommendations made at

that time.
Very sincerely yours,

3

JANUARY 18, 1926.

W. M. JARDINE, Secretary.
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GRAZING ON PUBLIC LANDS AND NATIONAL FORESTS

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 2584]

The Committee on Public Lands and Surveys, to whom was
referred the bill ( S. 2584) to promote the development, protection,
and utilization of grazing facilities on public lands, to stabilize the
range stock-raising industry, and for other purposes, having fully
and carefully considered the same, report favorably thereon with
the recommendation that the bill do pass with amendments.

AMENDMENTS

The amendments are a substitute for the provisions of S. 2584.
They were offered by Mr. Stanfield, of Oregon, who introduced the
bill. S. 2584 with amendments was unanimously reported out of the
committee. It has the approval of both the Secretaries of Interior
and Agriculture. The bill pertains to the grazing of livestock on the
national forests and on the public lands of the United States located
in the States of Arizona, California, Colorado, Idaho, Montana,
Nevada, New Mexico, Oregon, Utah, and Washington.
In the United States there are 184,726,846 acres of unreserved

unappropriated public lands; 167,296,514 acres are located in the
States to which this bill is applicable. The United States has
136,834,998 acres of national forests; 130,943,278 acres are located
in the 11 Western States commonly known as the public-land States.
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The following table shows the distribution of the public lands and
national forests in these States:

State Area of State

Area unappro-
priated

unreserved
public lands

Area national
forests

Acres Acres Acres
Arizona 72, 838, 400 13, 578, 760 11, 203,438
California 99, 617, 280 18,946, 582 19, 137, 682
Colorado 66, 341, 120 7,464, 208 13, 248, 256
Idaho 53,346, 560 9,887, 139 19, 052, 460
Montana 93, 568, 640 6,081, 750 15, 872,456
Nevada 70, 285, 440 52,456, 837 4, 976, 889
New Mexico 78, 401, 920 16, 222, 744 8, 520,834
Oregon 61, 188,480 13, 251, 000 13, 178,023
Utah 52, 597, 760 28, 583, 778 7,463, 703
Washington 42, 775, 040 823, 716 9, 862, 610
Wyoming 62, 460, 160 16, 447, 935 8, 426,927

Total 753, 420, 800 183, 744, 449 130, 943, 278

Substantially all of the grazing of livestock on public lands and
national forests takes place in these States. Thus, it is readily seen
that grazing on public lands and national forests is primarily, a
Western problem.

Concerning the character of the remaining public lands, the
Secretary of Interior in his annual report for the fiscal year 1925
stated:

The pioneer movement commencing over half a century ago resulted in the
settlement of the West. The fertile lands have now passed into private ownership.
The public land remaining after years of intensive homesteading may be regarded
as valueless for agriculture.

Except for possible development of minerals the chief value of
the public lands involved in this bill is for grazing. These lands have
been for over half a century and are now being used for grazing. They
are grazing commons, open to all corners and closed to none. There
is no statute which 'provides for the protection and development of
forage plants growing on these lands and no statute that regulates
grazing.
Of the 136,834,998 acres in the national 

forests, 
65,872,858 acres

contain commercial timber. The balance is wood, grass, sage, or
barren land, or land covered with water. Over 88,000,000 acres in
the national forests are now used for grazing. Grazing there is carried
on under regulations of the Secretary of Agriculture, who is authorized
by the act of June 4, 1897 (30 Stat. 35), and the act of February 1,
1905 (33 Stat. 628), to "make such rules and regulations and establish
Rich service as will insure the objects of such reservations, namely, to
regulate their occupancy and use, and to preserve the forests thereon
from destruction." There is no statute expressly providing for the
protection and development of forage plants growing in the forests
and their utilization for grazing.
The purpose of S. 2584, and amendments, is to protect and develop

the forage plants on the public lands and national forests, and to
provide a system for their utilization for grazing. The committee
believes that Congress should, in the exercise of its constitutional
powers and duties, establish a policy to be pursued by the Executive
in the administration of such an extensive and important use of the
public lands and national forests.
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MOVEMENT FOR RANGE CONTROL

Grazing bills have been before Congress for 40 years. The fol-
lowing is a table of bills to regulate grazing on public lands, which
have been introduced in Congress from 1899 to the beginning of the
Sixty-ninth Congress:

SENATE

Senator State Year Congress No.

Foster Washington 1899 Fifty-sixth 1947Millard Nebraska 1902 Fifty-seventh  3311Burton Kansas 1902  do 6116Hansbrough North Dakota 1903 Fifty-eighth 6535Burkett Nebraska 1906 Fifty-ninth 5511Do do 1907  do_  7618Do do 1907 Sixtieth 2968
Do do 1908 Sixty-first 286Curtis Kansas 1908 Sixtieth 5431Do do 1910 Sixty-first 6345La Follette Wisconsin 1911 Sixty-second 3462Warren Wyoming 1912  do 5692Gronna North Dakota 1913 Sixty-third 2695Meyers Montana  1917 Sixty-fifth 2514King Utah  1919 Sixty-sixth 1516Smoot do 1922 Sixty-seventh _ 3236Phipps Colorado 1924 Sixty-eighth 2325Do _ do 1925  do 4076

HOUSE

Representative State Year Congress No.

Stephens Texas 1900 Fifty-sixth _ 5061
Do do 1901 Fifty-seventh 6246
Do do 1903 Fifty-eighth 2,5
Do do 1905 Fifty-ninth 439
Do do 1907 Sixtieth 124
Do do 1912 Sixty-second 23582

Bowersock Kansas 1901 Fifty-seventh 7212
Lacey Iowa 1902  do 14108

Do do 1903 Fifty-eithth 2528
Do _ do  1905 Fifty-ninth 8118
Do do 1906  do 17759

Martin South Dakota 1903 Fifty-eighth 4517
Needham California 1905  do 19155
Kinkaid Nebraska 1906 Fifty-ninth 12068
Reeder Kansas 1906  do 15916
Curtis do 1906  do 10509
Scott _ do 1908 Sixtieth 13276

Do _ do 1908  do 17650
Do do 1910 Sixty-first 22462

Rucker Colorado 1911 Sixty-second 12106
Scott Kansas 1910 Sixty-first 22462
Kent  California 1913 Sixty-third 10539
Lever South Carolina 1911 Sixty-second 19857
Welling Utah 1919 Sixty-sixth 6645
Sinnott Oregon 1921 Sixty-seventh _ 7008

In 1902 and 1914 the House Committee on Public Lands and Sur-
veys held extensive hearings on the subject of the control of grazing
on public lands.

President Roosevelt, on October 22, 1903, appointed as members
of the Public Lands Commission W. A. Richards, F. H. Newell, and
Gifford Pinchot, to report upon the condition, operation, and effect
of the present land laws. The President, on February 13, 1905,
transmitted to Congress a report of this commission, in which is
stated (pp. xx and xxii):

GRAZING LANDS

The great bulk of the vacant public lands throughout the West are unsuitable
for cultivation under the present known conditions of agriculture, and so located
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that they can not be reclaimed by irrigation. They are, and probably always
must be, of .chief value for grazing. * * * Your commission recommends
that suitable authority be given to the President to set aside, by proclamation,
certain grazing districts or reserves. To the Secretary of Agriculture * *
authority should be given to classify and appraise the grazing value of these lands,
to appoint such officers as the care of each grazing district may require, to charge
and collect a moderate fee for grazing permits, and to make and apply definite
and appropriate regulations to each grazing district.

On January 28, 1925, the President transmitted to Congress a
preliminary report of the agricultural conference. The report was
signed by Robt. D. Carey, Fred H. Bixby, C. S. Barrett, W. C.
Coffey, O. E. Bradfute, R. W. Thatcher, Ralph P. Merritt, W. M.
Jardine, and L. J. Taber. The committee recommended the fol-
lowing:

UNAPPROPRIATED PUBLIC DOMAIN

The conference reiterates its recommendation contained in the preliminary
report that the unappropriated public domain should be placed under lease and
that there should be a uniform policy agreed upon for the administration of
grazing on public lands and in the national forests.

On March 4, 1925, the Senate passed Senate Resolution 347,
introduced by Mr. Cameron, of Arizona, authorizing the Committee
on Public Lands and Surveys or a duly authorized subcommittee
thereof to investigate all laws pertaining to the national forests and
to the public domain and their administration. Pursuant to this
resolution the chairman of the Committee on Public Lands and
Surveys appointed a subcommittee to conduct the investigation.
Much of its time and its effort were spent in studying grazing prob-
lems. It invited the executive officers charged with the administra-
tion of public lands and national forests to cooperate with it. During
the spring, summer, and fall of 1925 hearings were held in Washing-
ton, D. C., and in every public land State. Forty-nine hearings were
held in 38 cities or towns. Five hundred and eighty-three witnesses
testified before the committee. Among them were the Assistant
Secretary of the Interior, the Commissioner of the General Land
Office, officers and employees of the Inspection Service of the Interior
Department and land registers; the Forester, assistant and district
foresters, forest supervisors and rangers; governors and land com-
missioners of Western States; the presidents and secretaries of the
American National Livestock Association and the National Wool
Grower's Association, State farm and livestock associations; pro-
fessors in western agricultural colleges, farmers, stockmen, bankers,
and lawyers.
The Secretary of the Interior in his annual report for the fiscal

year 1925 recommended (p. 5) :
Enactment of legislation authorizing the establishment by presidential proc-

lamation of grazing districts and the issuance of permits therefor to bona fide
residents of the locality, or to those engaged in the livestock industry in the
areas affected, is urgently needed. These districts could then be protected and
administered by the Federal Government. * * *
It is recommended that this legislation be enacted at the coming session of

Congress to protect the grazing privileges of stockmen, to stabilize the livestock
business of the Western States, and to preserve the remaining public domain
from ultimate destruction.

In his report for the fiscal year 1925 the Secretary of Agriculture
recommended (p. 87):
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GRAZING LEGISLATION DESIRABLE

The department believes that the production of livestock has a permanent and
valuable place in the national forests, and that every reasonable form of security
should be given the livestock producer in making the mq.st advantageous use of
this public resource. Legislation establishing a permanent place for grazing in
the national forests would be desirable, in order that this important economic
service may be freed from even the remote danger of sudden or drastic change
in the more essential policies concerning the use of the range.
In his message to this Congress at the beginning of the first session

the President stated (p. 14) :
Legislation should also be considered to provide for leasing the unappropriated

public domain for grazing purposes and adopting a uniform policy relative to.
grazing on the public lands and in the national forests.

This committee has had before it this session the following bills
providing for a system of grazing on public land or national forests:
S. 752, a bill introduced by Mr. Phipps, pertaining to the control

of grazing on public lands in the United States and Alaska.
S. 2584, a bill introduced by Mr. Stanfield, pertaining to the estab-

lishment of a system of grazing on national forests, and on public
lands located in certain Western States. The provisions of this bill
were based on the weight of the testimony given to the subcommittee
holding hearings under the Cameron resolution.
The Secretary of the Interior drafted a bill for the control of graz-

ing on public land and the Secretary of Agriculture drafted a bill for
the control of grazing on national forests. They requested this com-
mittee to consider their bills.
This committee held hearings on all of the above bills during Feb-

ruary and March of this year. Witnesses before the committee in-
cluded the Secretary and Assistant Secretary of the Interior, the
Forester, the president and other representatives of the American
National Livestock Association, and the National Wool Growers'
Association, and representatives of the American Society of Foresters,
the American Forestry Association, and the National Grange.
At the conclusion of the hearings, representatives of the Secretaries

of Interior and of Agriculture and of this committee drafted amend-
ments to S. 2584. The bill with these amendments has been, with no.
material change, unanimously reported out of this committee.

Concerning the provisions of the bill with amendments, relating
to grazing on the national forests, the Secretary of Agriculture has
written the following letter:

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.
DEAR SENATOR STANFIELD: It has been my desire, as you know, to aid in

bringing the recent extended discussion of grazing on the national forests to a
constructive conclusion which would be beneficial to the range users and at the
same time promote the general public interest. I have been glad therefore, in,
accordance with your suggestion, to arrange for a conference between the counsel'
for the Senate Committee on Public Lands and Surveys and the Chief of the
Forest Service and other representatives of the Department of Agriculture, with
a view to further consideration of legislation dealing with this question.
As a result of these conferences a new draft bill dealing with grazing on the

national forests has been prepared and submitted to me for consideration. This
draft differs from that transmitted by the joint letter from the Secretary of the-
Interior and the Secretary of Agriculture on February 16, 1926, in being more
specific and detailed in a number of its provisions. I am confident that it fully

S R-69-1—vol 2 15

MARCH 19, 1926.
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safeguaras the principles of conservation in reaffirming the primary purposes of
the national forests with respect to timber production and watershed protection
and making the use of their forage resources subordinate to these and to other
more important uses.
At the same time I believe that this bill will promote stability in the livestock

industry of the West and in the agriculture dependent upon it. Such stability
should be afforded to the extent that it will not impair the primary resources
of the national forests. Its beneficial effects will, in my judgment, not be limited
to the Western States, but will extend broadly to the agricultural interests of
other sections and specifically to portions of the Middle West where livestock
from the western ranges is extensively fattened for market. The foregoing are
the main purposes which I believe should be accomplished by legislation dealing
with grazing on the national forests.
The enactment of this bill is recommended by the Chief of the Forest Service,

and in that recommendation I concur.
In submitting this bill for the consideration of your committee I wish to point

out that in connection with the review of other bills dealing with grazing on the
national forests, I have been advised by the Director of the Budget that a pro-
vision similar to that incorporated in section 11 of the inclosed draft, under which
10 per cent of the receipts from grazing would be available for range improve-
ments on the national forests, would not be in harmony with the fiscal policy of
the administration.

Very sincerely yours,
W. M. JARDINE, Secretary.

Concerning the provisions of the bill with amendments relating to
grazing on public lands, the Secretary of the Interior has written the
following letter:

MARCH 20, 1926.
Hon. ROBERT N. STANFIELD,

Chairman Committee on Public Lands and Surveys,
United States Senate.

MY DEAR SENATOR STANFIELD: I have carefully considered the new draft of
grazing bill designed for the conservation and improvement of the natural
resources of the public lands, and in my opinion it is a constructive measure
which will result in definite and positive benefit to the livestock industry. At
the same time it will tend to stop overgrazing and destruction of forage on the
public lands, protect and improve these resources, permitting their use under
proper regulation by both the small and large livestock grower.
Under its terms the laws relating to the development of the mineral and water

resources, and practically all of the other public-land laws, except those which
deal with land primarily grazing in character are continued in full force and
effect.

While the bill does not go as far as desired by livestock growers, I feel confident
'it will promote the stability of the livestock industry, and as already indicated,
tend to real conservation and proper use of a valuable natural resource. The
measure, therefore, has my approval, and I recommend its enactment.

Very truly yours,
HUBERT WORK, Secretary.

STATEMENT OF POLICY

The bill is a conservation measure based on the principle of bene-
ficial utilization. It provides for the conservation of forage plants
growing on public lands and national forests.

Section 1, a declaration of policy, is as follows:

It is hereby declared to be the policy of Congress in promoting the conserva-
tion of the natural resources of the public lands and national forests to provide
for the protection and development of the forage plants growing thereon and
for the beneficial utilization thereof for grazing by livestock under such regula-
tions as may be considered necessary and consistent with the purposes and pro-
visions of this act. In effectuating this policy the u.se of these lands for grazing
shall be subordinated (a) to the development of their mineral resources, (b) to the
,p rotection, development, and utilization of their forests, (c) to the protection,
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development, and utilization of their water resources, (d) to their use for agri-
culture, either with or without irrigation, and (e) to the protection, development,
and utilization of such other resources as may be of greater benefit to the public.

One of the most important industries in the public land States is
the range stock-raising industry. In 1924, 1,664,087 cattle, 58,184
horses, 1,560 swine, 6,301,308 sheep, and 29,068 goats were permitted
to graze on the national forests. It is estimated that 2,500,000
cattle and 11,000,000 sheep graze during one or all of the seasons of the
year on public lands and national forests. The value of the forage
plants growing on these lands is apparent.

Section 1 is a recognition of the principles of beneficial use. Graz-
ing is subordinated to the development and utilization of mineral
and forest resources and to the use of public land for agriculture or
any other use of greater benefit to the public than grazing.
The national forests include lands to be utilized for the production

of forests, and lands, the use of which is to be controlled in the pro-
tection of watersheds, especially those watersheds which are directly
connected with irrigation projects and municipal water supply.
Congress has expressly provided that these lands .be held in reserve
for these purposes but it has not provided for the conservation of the
forage plants growing on these lands. The forest lands may produce
a crop of timber every century. They do produce a crop of forage
every year. There are more grazing than forest lands in the national
forests. For the past 10 years, much of the income derived from
forests came from grazing.
The bill provides a system of regulated grazing on the forests.

Grazing there should not be permitted to materially interfere with
the primary purposes for their establishment. The bill provides for
the subordination of grazing to these major purposes. It also pro-
vides for the subordination of grazing to any use that may be more
beneficial to the public than grazing. Section 1 authorizes the
Secretary of Agriculture to determine what is the most beneficial use
of any land. Section 306 of the bill provides that the Secretary of
Agriculture shall determine what areas in the forests are to 13e used
for grazing, during what season such areas are to be used, the kind of
livestock to be grazed thereon, and the methods of handling livestock
which are necessary for the protection of any resource of the forests.

NECESSITY FOR RANGE PROTECTION

Most of the remaining public lands'are known to be valuable only
for grazing. It is important that that use be continued. In some
localities the use of public range is controlled by stockmen who own
water holes that are the water supply of the near-by range. In other
localities agreements have been made between users of the range by
which its use is divided among them. This control of the range has
tended to preserve it. But in general the range has been overgrazed.
It has carried more livestock than could be fed on its forage. The
range has been free to everybody with no responsibility placed on
anybody for its proper use. Such use must necessarily be wasteful
and destructive. Insufficient, if any, care has been taken to permit
natural reseeding. The forage resources of these ranges have been
seriously depleted. Erosion has been excessive, resulting in material
damage to the public lands and to other lands in the same drainage
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system, utilized for more valuable purposes than grazing. There is
every probability that the continuance of the present grazing policy
will result in further waste and destruction.

This policy of free and open range is not beneficial to the stock
glowers. The strife between them in the fight for range is history.
Under this policy he stock grower can not reap the benefit of range
improvements because none will be made. He can not reap the
complete benefits of improved breeding because his livestock must
graze with inferior stock owned by whoever may share the range
with him. He can not fence; he may not rotate his pastures with
assurance that he will benefit thereby; and he has no assurance that
the range he uses this year will be available for his use next year.
The Public Lands Commission in its report submitted to Congress

March 7, 1904, stated (p. xxl) :
The general lack of control in the use of public grazing lands has resulted,

naturally and inevitably, in overgrazing and the ruin of millions of acres of other-.
wise valuable grazing territory. Lands useful for grazing are losing their only
capacity for productiveness, as, of course, they must when no legal control is
exercised.

In his annual report for the fiscal year 1925 the Secretary of the
Interior stated (D. 5)

This gratuitous use of the public domain as an unrestricted range for livestock
has resulted in overgrazing. Wide areas have been almost denuded of native
grasses.

Close grazing precludes reseeding by natural process to reproduce this important
natural resource. There is no limit under the law to the number of animals that
may be grazed on the prairies regardless of the growth of grass available. * * *
Insecurity of tenure to the lands and inability of stock growers to prevent migra-
tory herds from damaging the public domain are continual sources of trouble.
Altogether, the present lack of a grazing policy is a disturbing factor in the live-
stock business of the West.

THE ADVANTAGES OF RANGE CONTROL

Regulation of the use of public ranges will conserve their resources,
it will arrest depletion, and should bring about the restoration of
the ranges.
Proper regulation should be of great benefit to range users. Assur-

ance of range will then be given to them. The use will be recognized
by and enforceable at law. This protection should be especially
valuable to the small stockman or farmer. Without regulation he
must compete for range with larger stock growers who have an
advantage over him through extensive private land holdings which
enable them to graze economically over a much greater extent of
range. They also have the advantage of sheer force of numbers.
With regulation the small grower can use the range with equal
security and protection.
Under proper range regulation the user will be given an incentive

to graze properly. He can make improvements with the assurance
that he may continue to utilize them. If he increases the grazing
capacity of his range, he will reap the benefit. He can fence. He
can rotate the use of his range. He can improve the breeding of
his stock. He can reduce the hazards of and losses in his business.
Proper range regulation will facilitate financing the livestock

industry. This is a breeding business, the income depending on
the increase in livestock. It requires years to pay out long-term
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Loans for financing. With no assurance of range use, bankers are
reluctant to finance this business and the cost of financing is excessive.
This is evidenced by the regulation of the Federal joint-stock land
banks which provides:
Any stock farm or ranch which contains all the units necessary for the produc-

tion of feed throughout the whole year for the usual number of cattle or stock
maintained, and with ample and available stock water supply, is satisfactory for
a land-bank loan.

This ruling might cover one cultivated farm and a range as a unit, or a summer
range with a companion winter range, when the two are so favorably associated
as to have a history and a known carrying capacity.

Regulation of grazing on public lands will give the stock grower the
assurance of range required to secure governmental or private loans.

EXISTING CONDITIONS OF RANGE LTSE

A solution of the range problem necessitates an appreciation of
the settlement of the West. Only a small portion of the western
public lands are fertile or supplied wit°. water. The fertile and
watered lands passed into private ownership under the nomestead,
desert entry, and other land laws. These lands were in most part
locat, d in the valleys, along water courses, or around water holes.
Above these bottom lands are the foothilis, the plateaus, and the
mountains. These lands were too arid, too rough and barren, and
of too poor quality to be successfully cultivated. They could not be
bought or homesteaded under any public land law and still remain,
in large part, public lands. The settler down in the valley made his
homestead his ranch headquarters. He built there his shack, cor-
rals, and outbuildings. He raised forage crops on his land which he
fed to his stock in the winter. He settled on his homestead because
he had the use of public range. Without it he could not have carried
on. His homestead was not in itself an economic unit. There was
no market for his forage crop but he could drive his livesto( k to market.
He must have range on which to graze his stock. He used the public
range. ID the spring and fall his stock grazed in the foothills. In
the summer they grazed in the mountains where the grass was still
green and there was water for them to drink. Thus there grew lip,
under governmental sanction, a large stock-raising industry dependent
for its existence on the joint use of private and public lands.
The homestead laws brought about successful settlement in the

Mississippi Valley States. Under them a settler acquired a tract
of land. This was an economic as well as a geographic unit and a
successful farming enterprise under private ownership grew up.
But in the semiarid States of the West the geographic unit was not
an economic unit. It was only a part of an economic unit. The
settler must have in addition to his homestead spring, fall, and
summer range. He was not permitted to acquire title to this range.
The remaining public lands are largely located in the foothills,

in the deserts, and on the plateaus. Their use is only seasonal.
They are spring, fall, or winter ranges. They can be used most
economically, if at all, when used in connection with privately
owned ranches.
About 85 per cent of the area of the western mountains is in national

forests. This is summer range. Without its use for grazing many



10 GR,IIZING ON PUBLIC LANDS AND NATIONAL FORESTS

ranches in the valleys would cease to be operated, and much of the
public land would not be utilized for grazing.
There is an interdependence in the use for grazing of private land,

public land, and national forests. Any economic grazing policy
must provide for the utilization in connection with existing ranches
of the grazing facilities on the public lands and national forests.
The western range problem is one of conservation. It is primarily
a problem of continuation and stabilization of present use.

LEASING SYSTEM

This bill with amendments provides for grazing, under lease or
permit, on public lands and national forests.
The grazing lands in the national forests are reserved. If they

are to remain a part of the forests the permit or lease system is the
only method of providing for grazing thereon. The committee
believes in the preservation of the national forests.
The public lands could either be leased for grazing or disposed of

to persons as grazing lands by appropriate provisions for grazing
homesteads and for sales. Homesteading is suitable to an unsettled.
country. As far as the use of these lands for grazing is concerned,
they are now generally utilized. A policy providing for grazing home-
steads would tend to take these ranges from the present users and to
give them to new users. This would be decidedly uneconomical.
Moreover, much of this land can be utilized only when used in connec-
tion with lands now privately owned. It is extremely doubtful,
th erefore, if an economical homestead unit could be provided. A
sale policy meets with the same objections. These lands, too, would
have to be sold for a very low price and in very large tracts. The
advisability of selling public land in large tracts is doubtful. It
is doubtful too, if buyers or even homesteaders could be found for
large areas of this public land.
Large areas of this public land can be grazed only irregularly.

One year certain areas have water and forage while other areas have
neither. The next year the reverse condition may exist. To utilize
such lands for grazing the stock grower must have a large area
accessible to his use and often must graze the area in common with
others. He must have, too, access to areas often located miles apart
in order that he may have appropriate range for the different seasons
of the year. He needs driveways to go from range to range. Under
such conditions some governmental authority to regulate the common,
use of these driveways and to protect the rights of users to the ranges
is certainly advantageous if not essential. Leasing of the ranges
under governmental regulation seems to be the practical method of
handling these range problems.
Under the leasing system the development of these lands for more

beneficial uses than grazing will be encouraged. They will be open
and available for prospecting for and mining of minerals and for
agricultural development, including reclamation by irrigation.

LOCAL OPTION CONTROL OF PUBLIC LANDS

Section 203 provides that the Secretary of the Interior may establish
grazing districts upon public lands, but he may establish a district
only after a formal f etition by a majority of the livestock raisers who



GRAZING ON PUBLIC LANDS AND NATIONAL FORESTS 11

use such lands for grazing purposes, requesting such action, has been
filed with him. This section permits the users of public lands to

determine whether the lands they use shall be regulated. If the
regulation of grazing is economic, the people most directly concerned
will desire it. If regulation is based upon the request of the users

it will be more successful because a successful administration of

grazing on the public lands requires the cooperation of administrative
officials and the users of such lands. A system of regulation initiated

by the users will more likely result in cooperative administration.
For years the Government has invited citizens to settle in the vicinity

of these lands and to use them free of regulation. This policy should

be changed only with their consent.

DISTRIBUTION OF RANGE

Section 206 provides that in awarding grazing privileges on public

lands the Secretary of the Interior shall give preference to the users

of the range as nearly identical in respect of location, extent of usage,

and kind of stock, with the customary use of such users, as is con-

sistent with the efficient administration of grazing. When there is sur-

plus range the Secretary of the Interior shall give preference in leasing

such range to the applicant who possesses lands within the vicinity

of the public lands, which may be more economically utilized or

developed if used in connection with grazing on such lands. The

amount of grazing privileges, however, awarded under this prefer-

ence shall not exceed the amount necessary to the economic utiliza,

tion and development of such lands.
The Secretary of Agriculture has been regulating grazing on the

national forests for 20 years. He has established preferences based

on prior use and on the ownership of ranch lands or range improve-

ments which can be economically utilized if used in connection with

grazing on the forest. The system developed by the secretary adopts

the principle of economic interdependence of :the use of public and

private lands.
Section 303 confirms the existing grazing permits now in effect on

national forests and makes the holders of such eligible to receive a

contract for grazing provided for in the bill. Section 308 (a) provides:.

Subject to the provisions of sections 1 and 306 of this act,
 grazing privileges

shall be allocated to such extent and in such manner as t
he Secretary shall

determine to be in the public interest, with a view to the adeq
uate utilization of

ranch property in use in connection with grazing on the for
est, the economic

development of localities and beneficial use of land in the v
icinity of the forest,

the most beneficial use of the forage resources, and the encou
ragement of coopera-

tion by permittees in conserving and developing the resource
s of the forest.

The provisions of the bill providing for distribution of grazing

privileges on public lands and national forests are based on the-

interdependence of public and private range lands and on prior use.

The recognition of prior usage is in accord with the principle com-

monly followed in the development of the West. The settler on

public land is given preference in making homestead entry for land
s

on which he has settled. The farmer who appropriates water is

permitted to continue the use of such water in preference to anot
her

who applies for it. The West has been built up on the doctrine of

appropriation, such appropriation being subordinated„ as is provided

•
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in this bill, to the principle of beneficial use. The policy of this bill
is in large part economically necessary because large areas of public
grazing lands would be of no benefit to persons other than those who
own or control near-by lands. To provide for range use without
regard to dependent privately owned lands and existing use, would
be so upsetting as to be almost ruinous, directly to the range stock-
raising industry and indirectly to a large part of the West.

TENURE

Section 207 (a) provides that the Secretary of the Interior shall lease
public lands placed in the grazing districts for a term of 10 years
except where the determination of a range allotment is pending or
where the Secretary determines that the lands may be required for
other than grazing purposes within that period. Section 307 (b)
(1) provides that the Secretary of Agriculture shall grant grazing
contracts in the forests for a term of 10 years unless he determines
a shorter term would be in the public interest or unless a shorter
term is requested by the applicant. A long-term lease is, customarily,
preferable to a short-term lease. This applies to grazing leases.
Further, if the user is assured of a range for a period of time, he has
an incentive to improve it because he will get the benefit of that
improvement. As a venture in range livestock requires years to pay
out, its economic conduct makes a long-term tenure necessary.
The Department of Agriculture has recognized the economics of a

long-term tenure by granting 10-year permits for grazing on the
forest. The committee has adopted the length of tenure recommended
by the Department of Agriculture.

Section 211 provides that a lessee of grazing privileges on public
lands who has complied with the terms of his lease shall, on the
expiration thereof, be entitled to preference over other applicants in
the reletting of the privileges included in such lease. Section 308
directs the Secretary of Agriculture to stabilize grazing on the forest
by allowing preferen6e over other applicants in the regranting of
grazing privileges to the holders of such privileges who own or control
adequate ranch property or range improvements dependent upon
grazing on the forest for their beneficial utilization. Provision is
made, however, for the redistribution of grazing privileges in any
locality, upon the regranting thereof, when such redistribution is
necessary to provide grazing facilities for persons who own land
dependent on grazing on the forest for its beneficial utilization and
when such redistribution is necessary to promote the economic
development of the particular locality.
The reasons for adopting a long-term-lease policy apply with equal

force in support of a policy for preference to holders on reletting
grazing privileges. Upon the expiration of his lease the lessee is in the
same position as he was before he had a lease so far as his dependent
ranch properties and range improvements are concerned. If they
are to have a sound investment value, there is need for a provision in
a leasing policy which gives him a preference on reletting the grazing
privileges. Such policy is necessary to the stabilization of the range
livestock industry. In the reletting of grazing privileges, however,
the principle of beneficial use of public lands should apply. If lands
can be utilized for a more beneficial purpose than grazing, or if the

•
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use for grazing will injure any of the more important resources of the
public lands, then the land should not be relet for grazing purposes.
The provisions of the bill provide this policy.

ASSIGNMENTS OF LEASES

Sections 210 and 307 (b-3) provide that the holder of a grazing
,contract or lease may, with the approval of the proper Secretary,
assign in whole or in -Dart, any contract and to the extent of such
assignment be relievec. from any liability in respect of his lease or
contract accruing subsequent to the effective date of such assignment.
Unless grazing contracts or leases are made assignable, the connecting
up of the interdependent lands, public and private, can not be
efficiently accomplished and maintained. If a lessee owning private
lands, sells his lands, he should be able to assign his lease. The
assignability of the lease will also add to the value of the grazing
privileges and to the value of the dependent private lands. Such
increase in value is desirable both from the standpoint of the public
and the holder of the lease or contract.

FEES

Sections 208 and 309 provide for grazing fees. They direct the
proper Secretary to determine for each lease or contract the grazing
fee to be paid. The fee shall be fixed on the basis of the area granted
or the number and kind of stock to be grazed and shall be fixed for
the period of the lease as a seasonal or annual fee. In fixing the fee,
due regard shall be given to the stable values of the grazing privileges
and in no case shall exceed such value. Forest fees shall be fixed
with regard to their effect on privately owned ranch property used
in connection with grazing on forests. Adequate allowance shall
also be given in fixing forest fees for the restrictions and duties im-
posed upon the permittee for the protection of the forest resources.

All grazing fees shall be moderate. The proper Secretary is
authorized to grant an extension of time for making payment of any
grazing fee or to reduce the amount thereof in whole or in part, if he
determines such action to be in the public interest by reason of deple-
tion or destruction of the range by drought or other cause beyond
the control of the lessee, or calamity or disease causing wholesale
destruction of or injury to livestock.
No charge has been made in the past for grazing on public lands.

On national forests no grazing fees were charged from the time of the
establishment of the forests up to 1906. At that time a very moderate
fee was charged. The fee remained moderate until the war years.
During and since the war very large increases have been made in the
fees.
In determining grazing fees, the policy pursued by the Government

in the past should be considered. The policy of no grazing fees or
moderate grazing fees pursued by the Government for. many years
resulted in giving to ranches used in connection with grazing on public
lands and national forests a valuation which included the value of
grazing on such lands. If the Government should now charge the,
full commercial value of these grazing privileges, the effect would be,
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necessarily, to reduce the valuation of those ranches. This result
would be disastrous to stock growers now owning such ranches.
In determining fees, regard should be had to the value of the grazing

privileges. The same fees should not be charged for every range.
Some ranges are of much greater value than others. Grazing fees,
should reflect such variation in ranges. Fees should not be so low as
to affect adversely the stability in use of the ranges.
In disposing of water rights, of minerals, and of lands for agri-

cultural purposes, the Government has adopted a liberal policy toward
its citizens. This same policy should also be a factor in determining
grazing fees.

DISPOSITION OF RECEIPTS

Under the present law 25 per cent of the grazing receipts from
national forests are paid to the States from which the fees are col-
lected, to be expended for roads and schools; 10 per cent of the receipts
are expended for the construction of roads and trails in the forests;
the balance of the fees goes into the Treasury. The present bill does
not change this distribution with the exception that section 310 (a)
provides that 10 per cent of the receipts from grazing on the forests
during each fiscal year shall be available at the end thereof for expen-
diture by the Secretary on forests within the State from which the
receipts are derived for the construction and maintenance of range
improvements, the eradication of poisonous plants, predatory animals
and rodents.

Section 209 provides that all moneys received as grazing fees from
public lands shall be deposited in the Treasury as miscellaneous
receipts, but 10 per cent of such moneys collected in each fiscal year
is made available for the succeeding fiscal year for expenditure by
the Secretary for range improvements on the public lands; 25 per
cent of the receipts shall be paid at the end of each year to the State
in which the grazing district is situated, to be expended for schools
and roads.
The disposition of a portion of the grazing receipts to the States is

strongly recommended. These public lands and national forests are-
not subject to taxation by the States. They are a source of expense
to the States in which they are located. They should also be a
source of income to those States.

ADMINISTRATION

The Secretary of Interior is charged with the administration of
grazing on public lands. The Secretary of Agriculture is charged
with the administration of grazing on the national forests. Each
Secretary is given authority to make such rules and regulations as-
are necessary to enforce the provisions of the bill. To take away from
the Secretary of Agriculture the charge of the administration of graz-
ing on the national forests and to give some other Secretary charge of.
such administration would divide responsibility for the administra-
tion of forest lands. The Secretary of Agriculture has administered
for many years grazing on the forests. His experience can best be-
utilized if the regulation of grazing be left with him.
The public lands are now under the jurisdiction of the Secretary of

Interior. The establishment of grazing districts upon public lands,
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will not remove them from the operation of other public land laws.
As the Secretary of Interior administers the other land laws, it is
recommended that he administer the grazing law. Having adminis-
tered the public lands in the past, he has accumulated much knowl-
edge concerning them which will be of great value in their administra-
tion for grazing. He now has a field service which can, in large part,
supervise the grazing. If the Secretary of Interior administers public
lands for grazing, no additional field service will be required.

EXCHANGE OF LANDS

Section 204 (3) provides that the Secretary may exchange any

public lands chiefly valuable for grazing for any State or private
lands near any grazing district. Any lands received in exchange,

however, shitll be of approximately equal area with, and of not less

value than, the public lands exchanged. therefor. To administer effi-

ciently grazing on public lands, the lands should be in large tracts

or blocks. At the present time private lands are interspersed with

public lands. This condition especially prevails along certain rail-

road rights of way in the West, where the Government and the

railroad companies own alternate sections for a number of miles on

each side of the rights of way. Similar situations prevail where

the Government and the States own adjoining lands. As a section

of grazing land is not an economic unit neither the Government nor

the railroad companies can properly regulate grazing on their own

lands. The unit area is too small, too, to warrant the expense of

fencing. The exchange provision would permit consolidating hold-

ings of the respective owners and would be to their mutual benefit.

COOPERATIVE AGREEMENTS

Section 204 (b-4) provides that the Secretary of the Interior may

enter into agreement with a State or a private individual owning

lands in the vicinity of public grazing lands whereby the Secretary

may administer as a part of a grazing district the private lands. In

section 304 the Secretary of Agriculture is given the same power in

respect of State or private lands located near national forests. These

provisions will permit the more efficient administration of grazing.

This practice has been followed by the Secretary of Agriculture in

the administration of grazing on forest lands and has proved to be

successful.
COOPERATIVE AGENCIES

Sections 215 and 313 provide for local boards elected by the users

of the public lands and forests for grazing. The boards are to cooper-

ate with the proper Secretary in the administration of grazi
ng.

Local boards representing grazing pefmittees have been found to be

very helpful to the Secretary of Agriculture in his administration of

grazing. He has recommended that provision be made for the estab-

lishment of these boards. In the administration of reclamation proj-

ects the Secretary of the Interior has been aided materially by boar
ds

representing water users. It is expected that under these provisions

the Secretaries will provide for cooperative regulation of grazin
g.
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HEARINGS AND APPEALS

The local forest boards provided for in section 313 are authorized to
hear, investigate, and decide any appeal filed with them by a permittee
of or applicant for grazing privileges in the forest from any action or
decision of a forest grazing officer pertaining to the administration of
grazing. A board shall make a report in writing of its findings of fact
and decision to the Secretary of Agriculture. Appeals may be taken
from the decision of a board to the Secretary by any party in interest.
The decision of a board, in the absence of appeal, is final.
The Secretary of Agriculture has recommended the establishment

of appeal boards. It is dangerous to give to an administrative officer
the power to make regulations and grazing contracts, to enforce those
regulations and contracts and to determine whether there has. been a,
violation of a regulation or a breach of the contract. .This is com-
bining in one officer the power to formulate rules, to execute those
rules, and to adjudicate controversies arising under those rules.
Such controversies often involve the future value of the permittee's
property worth thousands of dollars and representing the accumula-
tions and savings of a lifetime. A fact-finding body separated from
the control of the executive officer to determine the facts of such
controversies is recommended as a necessary protection against the
exercise of arbitrary power on the part of the grazing officer. The
need for these boards is more apparent when it is appreciated that as
to questions of fact involved in these appeals the decision of the
administrative officer is followed by the courts.
The protection of the Government's interests in the lands and the

efficient administration of the grazing will not be impaired by the
operation of these boards. Provision is made for an appeal from
any board decision to the Secretary of Agriculture. The decision
of a board should be helpful to the Secretary in arriving at a just
determination of the appeal. :The members of the boards will be
acquainted with local conditions and their experience and familiarity
with local conditions should be an asset to the Secretary.
Section 216 provides for hearings and appeals permitted to lessees

of public lands for grazing purposes. A lessee of or applicant for
grazing privileges may procure the review of any action or decision
of any grazing officer in respect of grazing privileges by filing with
the register of the local land office an application for a hearing,
stating the nature of the action or decision complained of and grounds
of complaint. Appeal may be had from the decision of the register to
the Commissioner of the General Land Office and from his decision to
the Secpetary of the Interior in accordance with the rules of practice
of the Interior Department applicable to applications to contest
entries under the public land laws. In the Interior Department
there is now a well-defined system of appeals which provides a
judicial procedure in the conduct of an appeal. As this system
applies to the administration of other land laws, it is thought advisable
to follow it in providing for appeals under a law providing for grazing
on public lands.
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APPLICATION OF LAND LAWS
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Section 402 provides that any person may, under any law other
than this act, acquire right, title, or interest in any land within any
grazing district or national forest to the same extent and in the same
manner after the enactment of the act as before, except that after the
enactment of this act no entry shall be made on any lands within any
grazing district under the 640-acre stock-raising homestead act or the
320-acre enlarged homestead act.
The enlarged homestead acts are made nonapplicable to lands in

grazing districts. They apply only to designated lands of a defined
character and quality. There is left in the public domain a very
small area of such land. It is unlikely that such land will be included
in grazing districts. The 640-acre stock-raising homestead act is not
economic. It provides for the homesteading of 640 acres of grazing
land the quality of which will permit a homesteader to make a living
therefrom. A tract of grazing land of that size will not permit a home-
steader to make a living therefrom. Both the Secretaries of Interior
and of Agriculture in their annual reports for the fiscal year 1925
have recommended the repeal of this law, concerning which the Sec-
retary of Interior stated (p. 6) :
In 1916 Congress enacted the stock-raising act, which permits the acquisition

of public land in 640-acre tracts. It was thought that these tracts were of suffi-
cient size for the raising of sheep and cattle. Stock raising on a tract limited to
640 acres is not practicable, and homesteads for stock raising are rapidly revert-
ing to the open range.
The Government has been criticized because it invites its citizens to enter

public lands of this character, invest their small savings in an effort to develop
them, only to find that they have wasted their time and capital in a fruitless
struggle against insurmountable conditions. The attention of Congress is called
to this phase of the public-land situation in the hope that consideration will be
given to the repeal of the homsetead stock-raising act. The remaining grazing
lands can be otherwise administered with greater advantage to the Government
and the stockman.

Grazing on the public lands and national forests should be encour-
aged and stabilized but should be subordinated to more beneficial
uses of the lands. Accordingly, the bill -provides that the lands to
which it applies shall remain subject to Lie land laws providing for
the development of timber and of minerals and for the appropriation
of land for agricultural or other use more beneficial than grazing.



[S. 2584 AS AMENDED]
A BILL To provide for the protection, development, and utilization of public
lands and national forests by providing an adequate system for grazing live-
stock thereon, and for other purposes.

TITLE I.—GENERAL PROVISIONS

DECLARATION OF POLICY

SECTION 1. It is hereby declared to be the policy of Congress in promoting
the conservation of the natural resources of the public lands and national forests
to provide for the protection and development of the forage plants growing
thereon and for the beneficial utilization thereof for grazing by livestock under
such regulations as may be considered necessary and consistent with the purposes
and provisions of this act. In effectuating this policy the use of these lands for
grazing shall be subordinated (a) to the development of their mineral resources,
(b) to the protection, development, and utilization of their forests, (c) to the pro-
tection, development, and utilization of their water resources, (d) to their use for
agriculture, either with or without irrigation, and (e) to the protection, develop-
ment, and utilization of such other resources as may be of greater benefit to the
public.

DEFINITIONS
SEC. 2. As used in this Act—
(1) The term "person" means individual, partnership, corporation, or asso-

ciation.
(2) The term "district" means any grazing district established under the

provisions of Title II of this Act.
(3) The term "forest" means any national forest.
(4) As used in Title II the term "Secretary" means the Secretary of the In-

terior and in Title III means the Secretary of Agriculture.

TITLE II.—GRAZING ON PUBLIC LANDS

DEFINITIONS

SEC. 201. As used in this title—
(1) The term "livestock raiser" means any person who possesses more than

10 head of domestic livestock.
(2) The term "lessee" means the holder of any lease.

LANDS INCLUDED

SEC. 202. The provisions of this title shall apply to public lands of the United
States, and to such other lands as may be included within the provisions of section
204, in the States of Arizona, California, Colorado, Idaho, Montana, Nevada,
New Mexico, Oregon, Utah, and Washington.

GRAZING DISTRICTS

SEC. 203. (a) The Secretary may establish grazing districts upon any lands
included within the provisions of section 202 which, in his opinion, are valuable
for the grazing of livestock, but only after a formal petition requesting such action
has been filed with the Secretary by a majority of the livestock raisers who use
such lands for grazing purposes, and only as, or substantially as, petitioned for.
Such districts may include such areas of surveyed and unsurveyed lands as he
determines may be conveniently administered as a unit, even if such areas are
neither contiguous nor adjacent.
(b) The Secretary, after the establishment of a district, is directed to lease

the grazing privileges therein in accordance with the provisions of this title.

ALTERATION OF GRAZING DISTRICTS

SEC. 204. After any district is established the area embraced therein may be
altered in any of the following ways:
(1) The Secretary may add to such district any public lands which in his

opinion should be made a part of the district, but shall not make a substantial
addition to a district unless a majority of the livestock raisers using such addi-
tional lands petition for such addition.
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(2) The Secretary, subject to existing rights of any lessee, may exclude from

such district any lands which he determines are no longer valuable for grazing

purposes or are more valuable for other purposes.
(3) The Secretary may exchange on behalf of the United States any public

lands (whether surveyed or unsurveyed), chiefly valuable for grazing purposes,

for any lands in private or State ownership near any district, or may accept any

such lands in private or State ownership as a gift, and may add the lands so re-

ceived to such district. Any lands so received in exchange for public lands shall

be of approximately equal area with, and of not less value than, the public lands

exchanged therefor.
(4) The Secretary may enter into cooperative agreements with any State or

political subdivision thereof, or any person, in respect of the administration as

a part of a district of lands owned by such State, subdivision, or person which

are contiguous or adjacent to such district or any part thereof.
(5) The President may add to any district any lands withdrawn from forests

under section 401.

NOTICE OF ESTABLISHMENT OF GRAZING DISTRICT

SEC. 205. Before establishing a district the Secretary shall publish once a week

for a period of six consecutive weeks in a newspaper of general circulation in each

county in which the proposed dihrict is to be established, a notice describing the

boundaries of the proposed district and announcing the date on which he pro-

poses to establish the district.
PREFERENCES

SEC. 206. In making leases to applicants for grazing privileges the Secretary

shall:—
(1) Award privileges, to users of the range within the district, as nearly identical

in respect of location, extent of usage, and kind of stock, with the customary

usage of such users, as is consistent with the efficient administration of such

district; and
(2) Subject to the preference provided in paragraph (1) of this section, give

preference to applicants who possess lands within the vicinity of the district

which may be more economically utilized or developed if used in connection

with grazing in the district, over applicants not possessing such lands. The

amount of grazing privileges awarded under this preference shall not exceed the

amount determined by the Secretary to be necessary to the economic utilization

and development of such lands possessed by the applicant.

TERMS AND CONDITIONS OF LEASES

SEC. 207. (a) All leases shall be made by the Secretary for a term of 10 years

except where the determination of preferences or allotments is pending, or

where the Secretary determines the land may be required for other than grazing

purposes within the period of 10 years; and in such cases leases may be made for

a shorter term.
(b) Leases shall be made for grazing on a definite area except where local

conditions, customary usage, or the administration of grazing privileges makes

more practicable a lease based on the number of stock to be grazed.

(c) Each lease shall provide that the lessee may surrender his lease, 
and, if he

has complied with the terms and conditions of the lease to the time of surrende
r,

may avoid further liability for fees thereunder, by giving written notice to t
he

Secretary of such surrender. The lease shall specify the length of time of notice,

which shall not exceed one year.
GRAZING FEES

SEC. 208. (a) The Secretary shall determine for each lease the grazing fee to

be paid. Such fee shall—
(1) Be fixed on the basis of the area leased or on the basis of the number and

kind of stock permitted to be grazed;
(2) Be fixed, for the period of the lease, as a seasonal or annual fee, payable

annually or semiannually on the dates specified in the lease;

(3) Be fixed with due regard to the general economic value of the grazin
g privi-

leges, and in no case shall exceed such value; and
(4) Be moderate.
(b) If the Secretary determines such action to be for the public inter

est by

reason of—
(1) Depletion or destruction of the range by drought or other cause b

eyond the

control of the lessee; or
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(2) Calamity or disease causing wholesale destruction of or injury to livestock—
he may grant an extension of time for making payment of any grazing fee under
any lease, reduce the amount of any such payment, or release or discharge the
lessee from making any such payment.

DISPOSITION OF RECEIPTS

SEC. 209. All moneys received on account of such fees shall be deposited in
the Treasury of the United States as miscellaneous receipts, but 10 per centum
of all moneys received from each district during a fiscal year is hereby appro-
priated for the succeeding fiscal year, and made available for expenditure by the
Secretary for the making, erection, or purchase of range improvements, and 25
per centum of all moneys received from each district during each fiscal year shill
be paid at the end thereof by the Secretary of the Treasury to the State in which
such district is located, to be expended, as prescribed by the State legislature,
for the benefit of public schools and public roads of the counties in which the
district is located. If any district is in more than one State or county, the dis-
tributive share to each such State or county, of the moneys received from such
district shall be proportional to its area therein.

ASSIGNMENT OF LEASES

SEC. 210. The lessee may, with the approval of the Secretary, assign in whole
or in part any lease, and to the extent of such assignment be relieved from any
liability in respect of such lease, accruing subsequent to the effective date of such
assignment.

RENEWAL OF LEASES

SEC. 211. A lessee who has complied with the terms of his lease shall, on the
expiration thereof, be entitled to preference over other applicants in the reletting
of such grazing privileges included in such lease as the Secretary may determine
to relet.

IMPROVEMENTS

SEC. 212. (a) The Secretary may authorize a lessee to construct and/or main-
tain and utilize upon any area included within the provisions of his lease any
fence, building, corral, reservoir, well, or other range improvement for the exercise
of the grazing privileges of the lessee within such area; but any such fence shall
be so constructed as to permit the ingress and egress of miners, prospectors for
minerals, and other persons entitled to enter such area for lawful purposes.
(b) The lessee shall be given 90 days, from the date of termination of his lease

for any cause, to remove from the area included within the provisions of his
lease any fence, building, corral, or other removable range improvement owned
or controlled by him.
(c) If such lessee notifies the Secretary on or before the termination of his

lease of his determination to leave on the land any improvements the construc-
tion or maintenance of which has been authorized by the Secretary, no other
person shall use or occupy under any grazing lease, or entry under any public
land law, the land on which any such improvements are located until there has
been paid to the person entitled thereto the value of such improvements as
determined by the Secretary.

PENALTIES

SEC. 213. Within one year from the date of the establishment of any district,
the Secretary shall give notice by publication in one or more newspapers of
general circulation in each county in which such district or any part thereof is
located that after the date specified in such notice it shall be unlawful for any
person to graze any class of livestock on lands in such district except under
authority of a lease made or permission granted by the Secretary; and any per-
son who willfully grazes livestock on such lands after such date and without
such authority shall, upon conviction, be punished by a fine of not more than
$500 or by imprisonment for not more than one year, or both.

STOCK DRIVEWAYS AND FREE GRAZING

SEC. 214. (a) The Secretary shall establish and maintain, and regulate the
use of, stock driveways in districts and may charge a fee for or permit the free
use of such driveways.
(b) The Secretary may permit any person to graze free of charge a small

number of livestock upon any lands included within any grazing district.
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COOPERATIVE AGENCIES

SEC. 215. The Secretary shall provide by regulation for the establishment of
a grazing board in each district. The board shall consist of three members elected
by the livestock raisers using the lands in any district for grazing purposes.
Each member of such board shall have practical knowledge of the livestock
industry. The board shall advise and cooperate with the Secretary in the
administration of this Act in the district for which the board has been established.

HEARINGS AND APPEALS

SEC. 216. Any lessee of or applicant for grazing privileges may procure a.
review of any action or decision of any officer or employee of the Interior Depart-
ment in respect of such privileges, by filing with the register of the local land
office an application for a hearing, stating the nature of the action or decision
complained of and the grounds of complaint. Upon the filing of any such applica-
tion, the register of such land office shall proceed to review such action or decision
as nearly as may be in accordance with the rules of practice then applicable to
applications to contest entries under the public land laws. Subject to such
rules of practice, appeals may be taken by any party in interest from the decision
of the register to the Commissioner of the General Land Office, and from the
decision of the Commissioner of the General Land Office to the Secretary.

ADMINISTRATION

SEC. 217. The Secretary shall promulgate all rules and regulations necessary
to the administration of this title, shall execute its provisions, and may (1) in
accordance with the civil service laws appoint such employees and in accordance
with the Classification Act of 1923 fix their compensation, and (2) make such
expenditures (including expenditures for personal services and rent at the seat
of government and elsewhere, for law books, books of reference, periodicals, and
for printing and binding) as may be necessary efficiently to execute the provisions
of this title.

TITLE III.—GRAZING WITHIN NATIONAL FORESTS

DEFINITIONS

SEC. 301. As used in this title—
(1) The term " contract " means any allotment of grazing privileges made

under the authority of this title.
(2) The term "permittee " means the holder of any contract made or permit

continued under authority of this title.
(3) The term "grant" means dispose of by contract made or permit continued

under the authority of this title.

LANDS INCLUDED

SEC. 302. The provisions of this title shall be applicable to the national forests
and to lands included within the provisions of section 304.

EXISTING PERMITS

SEC. 303. Any permit for grazing privileges, on any forest, issued by authority
of the Secretary and in effect on the date of the enactment of this Act, shall
continue in full force and effect, according to the terms and conditions of such
permit, but the permittee under any such permit is eligible to apply for and
receive in lieu of such permit a contract made pursuant to the provisions of this
title.

COOPERATIVE AGREEMENTS

SEC. 304. The Secretary may enter into cooperative agreements with any

State or political subdivision thereof, or any person, for the administration of

grazing on lands which are contiguous or adjacent to lands in a forest and which

are owned by such State, subdivision, or person.

ENFORCEMENT

SEC. 305. The Secretary shall execute this title, make and enforce such regu-

lations as he deems necessary to carry out its purposes and provisions, and shall

enforce the contracts made and permits continued thereunder.
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CONTROL OF GRAZING

SEC. 306. The Secretary is authorized and directed—
(1) To determine what areas in the forest shall be used for grazing purposes,

and, in respect of each such area, the grazing capacity, the grazing season, the
kind of livestock to be grazed thereon, and the methods of handling livestock
which are necessary for the protection of any resource of the forest.
(2) To make contracts for grazing privileges within the forest.
(3) When making any contract to insert therein such terms and conditions as

he deems necessary for the protection of any resource of the forest.
(4) To make such inspections of the range and the use thereof as he deems

necessary for the protection of any resource of the forest, the control of grazing
thereon, or the enforcement of the contracts and permits for grazing privileges.
(5) To cooperate with permittees on any forest or portion thereof in respect

of the protection, development and beneficial use of the forage thereon, and to
put into effect such requirements for the benefit of the permittees, in addition to
those authorized by paragraph (1) of this section, as may be requested by a
majority of the permittees on the forest area involved and as may be approved
by the Secretary.
(6) To terminate any contract or permit for violation of its terms.

TERMS OF CONDITIONS OF CONTRACTS

SEC. 307. (a) Except as provided in section 311 no grazing privilege within the
forests is authorized or shall be granted or permitted after the enactment of this
Act except by contract made or permit continued in accordance with the pro-'
visions of this title.
(b) A contract for grazing privileges shall—
(1) Be granted for a term of 10 years unless the Secretary determines a shorter

term would be in the public interest or unless a shorter term is requested by the
applicant, and in any such case the Secretary may make a contract for a shorter
term.
(2) Provide that the permittee may surrender his contract, and, if he has

complied with the terms and conditions of the contract to the time of surrender,
may avoid further liability for fees thereunder, by giving written notice to the
Secretary. The contract shall specify the length of time of notice, which shall
not exceed one year.
(3) Provide that the permittee may, with the approval of the Secretary and

to such extent as the Secretary may determine, assign in whole or in part any
contract, and to the extent of such assignment be relieved from any liability in
respect of such contract accruing subsequent to the effective date of such assign-
ment.
(4) Provide for the maximum amount of reduction in grazing privileges that

may be made by the Secretary for any purpose.

ALLOCATION

SEC. 308. (a) Subject to the provisions of sections 1 and 306 of this Act, grazing
privileges shall be allocated to such extent and in such manner as the Secretary
shall determine to be in the public interest, with a view to the adequate utilization
of ranch property in use in connection with grazing on the forest, the economic
development of localities and beneficial use of land in the vicinity of the forest,
the most beneficial use of the forage resources, and the encouragement of coopera-
tion by permittees in conserving and developing the resources of the forest.

(b) To effectuate the purposes of subdivision (a) of this section, and in so far
as is consistent therewith, the Secretary is authorized and directed:
(1) To grant grazing privileges upon definite allotments within the forest when

local conditions or the administration of grazing privileges make such form of
contract practicable, and to allow permittees of such privileges the benefits of
any increase, as determined by the Secretary, in the grazing capacity of their
allotments.
(2) To stabilize grazing by allowing preference over other applicants

' 
in the

granting of grazing privileges that the Secretary may determine to grant, to the
holders of such privileges who own (or, in the discretion of the Secretary, who
control) adequate ranch property or range improvements dependent upon grazing
on the forest for their beneficial utilization.
(3) To redistribute grazinc, privileges, upon making any contract therefor, in

any locality, if the Secretary determines a redistribution is necessary, to provide
grazing facilities for persons who own (or, in the discretion of the Secretary, who
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control) land which is dependent on grazing on the forest for its beneficial utiliza-
tion and which is adequate in connection with the grazing privileges to be granted,
and to promote the economic development of the locality.

(c) When grazing privileges have been granted under subdivisions (a) and (b)
of this section, the Secretary may grant any surplus range in such manner, con-
sistent with this title, as he deems appropriate.

GRAZING FEES

SEC. 309. (a) The Secretary shall determine and fix the fees to be charged for
grazing under any contract made or permit continued under this title. Such
fees shall—
(1) Be payable annually or seasonally on dates fixed by the Secretary;
(2) Be fixed with due regard to the stable value, seasonal or annual, of the

grazing, and in no case shall exceed such value.
'(3) Be fixed with regard to the general effect on ranch property used in con-

nection with grazing on the forests; and
(4) Be moderate, with adequate allowance for the restrictions and duties

imposed upon the permittee for the protection of the resources of the forests.
(b) If the Secretary determines such action to be for the public interest, by

reason of—
(1) Depletion or destruction of forage by drought or other cause beyond the

control of the permittee; or
(2) Calamity or disease causing wholesale destruction of or injury to live-

stock—
he may grant an extension of time for making payment of any grazing fees (under
any contract or permit); reduce the amount of any such payment; or release or
discharge the permittee from making any such payment.

RECEIPTS AND IMPROVEMENTS

SEC. 310. (a) Ten per centum of the receipts from grazing on the forests
during each fiscal year including the fiscal year ending June 30, 1926, shall be
available at the end thereof for expenditure by the Secretary on the forests
within the State from which such receipts are derived, for the construction arid
maintenance of range improvements, the eradication of poisonous plants, preda-
tory animals and rodents, and expenditures authorized under section 313.
(b) The Secretary may authorize a permittee to construct and/or maintain

and utilize upon any area included within the provisions of his contract any
fence, building, corral, reservoir, well, or other rar•ge improvement for the
exercise of the grazing privileges of the permittee within such area. In respect
of such improvements the Secretary is authorized to enter into an agreement
with the permittee whereby the improvements become the property of the
United States and the grazing fees of the permittee are reduced to recompense
him for the value of such improvements.
(c) The permittee shall be given 90 days, from the date of termination of his

contract for any cause, to remove from the area included within the provisions
of his contract any fence, building, corral, or other removable range improvement
owned or controlled by him.
(d) If such permittee notifies the Secretary, on or before the termination of

his contract, of his determination to leave upon the land any such improvement,
the construction or maintenance of which has been authorized by the Secretary,
no contract to another person in respect of grazing privileges on such land shall
be made until there has been paid to the person entitled thereto the value of such
improvements, as determined by the Secretary.

STOCK DRIVEWAYS AND FREE GRAZING

SEC. 311. (a) The Secretary is authorized to establish and maintain stock
driveways in the forests, to regulate the use thereof, and to charge a fee for such
use or to permit the free use thereof.
(b) The Secretary is authorized to permit free grazing privileges on the forests

to prospectors, settlers, campers, travelers, and to persons using the forests in
connection with timber sales or other permitted uses.

IMPOUNDING

SEC. 312. The Secretary or his duly authorized agent is authorized to impound

livestock found grazing in trespass on a forest, and, after service of notice on the
owner if he can be identified and located, and after due notice by publics Lion
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for not less than 20 days in a newspaper of general circulation in the locality where
the stock is impounded, to sell such stock at public sale unless before such sale
the owner pays for all costs of impounding, caring for the stock, removing them
from the forest, and advertising them for sale. In the event there are no offers
to purchase at any such sale, the stock may be disposed of in such manner as
the Secretary may by regulation provide. The payment of such costs shall not
release or absolve the owner of unpermitted stock from the provisions of section
56 of the Act entitled, "An Act To codify, revise, and amend the penal laws of
the United States," approved March 4, 1909, as amended. The proceeds of any
such sale or payment by the owner, as provided in this section, shall be applied
to the following purposes:
(1) The costs of such impounding, caring for, removing, advertising, and sale

shall be deposited to the credit of the appropriation from which such costs were
paid; and
(2) The remainder, if any, refunded to the owner of the stock, if claimed

within one year from date of sale.

COOPERATIVE AGENCIES

SEC. 313. The Secretary is authorized to provide by regulation for local grazing
boards, a majority of whose members shall be selected by the permittees on a
national forest or group of national forests. In respect of the forest or group of
forests for which a board created by the Secretary, it shall (a) cooperate with the
Secretary in the administration of this Act and (b) hear, investigate, and decide
any appeal filed with it by a permittee or applicant for grazing privileges from any
decision of a duly authorized agent of the Secretary pertaining to the administra-
tion of this Act and/or any regulation made thereunder. The board shall make
a report in writing of its findings of fact and of its decision to the Secretary or
such officer as he may designate. The Secretary shall by regulation prescribe the
manner in which appeals shall be taken to him from any decision of any grazing
board. Unless such appeal is taken as prescribed by the Secretary the decision
of the grazing board shall be final. Members of any grazing board selected by
permittees shall receive no compensation for their services other than actual ex-
penses for travel and subsistence while engaged in the business of the board, such
expenses to be payable from the fund provided for in subdivision (a) of section 310.

TITLE IV—MISCELLANEOUS PROVISIONS

INTERDEPARTMENTAL TRANSFERS

SEC. 401. Where the objects and purposes of this Act can be most effectively
and economically accomplished by the addition to national forests of public lands
chiefly valuable for grazing the President may, upon the recommendation of the
Secretary of the Interior, add such lands to forests by proclamation or Executive
order, and the lands so added shall be subject to all laws and regulations applicable
to the forests; or the President may, upon the recommendation of the Secretary
of Agriculture, withdraw from forests lands chiefly valuable for grazing and add
such lands to the districts authorized under this Act, and lands so added shall be
subject to this Act and to regulations approved thereunder.

LAWS APPLICABLE

SEC. 402. Any person may, under any law other than this Act, acquire right,
title, or interest in any land within any district or forest to the same extent and
in the same manner after the enactment of this Act as before, except that after
the enactment of this Act no entries shall be made on any lands within any dis-
trict under the Act entitled "An Act To provide for stock-raising homesteads
and for other purposes," approved December 29, 1916, as amended, under the
Act entitled "An Act To provide for an enlarged homestead," approved Febru-
ary 19, 1909, as amended, and under the Act entitled "An Act To provide for
an enlarged homestead," approved June 17, 19W. Nothing in this section shall
defeat any right which has attached, or any entry which has been initiated,
under any public land law prior to the enactment of this Act.

SHORT TITLE

SEC. 403. This Act may be cited as the "Grazing Act of 1926."
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1st Session 1 REPORT
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GRANTING CERTAIN LANDS TO THE CITY OF OGDEN, UTAH, TO
PROTECT THE WATERSHED OF THE WATER-SUPPLY SYSTEM OF
SAID CITY

MARCH 27 (calendar day, MARCH 31), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 6751

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (S. 675) granting certain lands to the city of Ogden,
Utah, to protect the watershed of the water-supply system of said
city, having considered the same, report favorably thereon with
the recommendation that the bill do pass with the following amend-
ments:
On page 1, line 8, strike out the word " ands " and insert the word

"lands:"
On page 2, line 6, after the words "southeast quarter," insert a

comma.
On page 3, line 16, after the words "southeast quarter," strike out

the comma.
On page 4, line 14, after the words "north half," insert a comma.
On page 7, line 10, after the word " quarter, " strike out the comma.

In the same line strike out the word "southwest" where it first occurs
and insert the word " southeast. " Also in the same line, after the
word "quarter" and before the word "southwest" where it occurs
the second time, insert a comma, and in the same line after the words
"southwest quarter" where it appears the second time, strike out the
comma.
The facts are fully set forth in the following letter from the Secre-

tary of the Interior, which is appended hereto and made a part of
this report:

DEPARTMENT OF THE INTERIOR,
Washington, December 23, 1925.

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United Stales Senate.
MY DEAR SENATOR STANFIELD: I am in receipt, by your reference of December

12, 1925, with request for report of S. 675, "a bill granting certain lands to the city
of Ogden, Utah, to protect the watershed of the water supply system of said city.'



2 GRANTING LANDS TO OGDEN, UTAH, TO PROTECT WATERSHED

Said bill proposes to grant to the city of Ogden certain public lands, excepting
therefrom any land covered by valid existing rights or claims initiated under the
laws of the United States, and containing nonmineral, nonalienation, and rever-
sionary provisos.
The records show that the number of acres which it is proposed to grant by this

bill is approximately 37,489. Of this amount about 14,908 acres are clear, leaving
about 22,581 acres in conflict with various prior claims, including school sections,
State indemnity selections

' 
some patented entries, preemptions and homesteads,

lieu selections and railroad selections, also pending homesteads, State indemnity
selections, power-site reserves and petitions to designate under the provisions of
the stock raising homestead law.

There are apparently some inaccuracies in the description of subdivisions de-
sired. On page 2, line 6, it is probable that a comma should be inserted after
"southeast quarter," so as to separate it from the description following. On
page 3, line 16, the comma should probably be removed after 'southeast quarter,"
so as to make it read "SE. Yi SW. 34 " of sec. 24. This would agree with the old
bill and take all of sec. 24, T. 6 N., R. 2 E., except SW. SW. x of said sec-
tion. On page 4, lines 13 and 14, the description reads north half north half
southwest quarter northwest quarter" of sec. 8, which takes only 10 acres.
There is probably some error in this description. On page 7, beginning on line 9,
there is duplication in describing the subdivsions in sec. 26; it is likely that the
description in the old bill (3589, 67th Cong.) should be followed in the new bill.
If so it should be NW. 34, N. NE. M, SW. IA, NE. X, NE. WI, SE. 34, SW. 14,
SE. 4, N. 34, SW. 3t, SW. X, SW. 1/1 SW. 3,4, sec. 26.

While more than half of the area described in the bill has been appropriated
under the public land laws, the rights of the claimants are fully protected under
section 2 of the bill and this department has no objection to offer to the passage
of the bill. A similar report was submitted to your committee January 14,
1924, on S. 905, Sixty-eighth Congress.

Very truly yours,
H1JBERT WORK.
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AMENDMENT OF THE PLANT QUARANTINE ACT

MARCH 27 (calendar day, APRIL 1) , 1926.—Ordered to be printed

Mr. RANSDELL, from the Committee on Agriculture and Forestry,

submitted the following

REPORT

[To accompany S. J. Res. 78]

The Committee on Agriculture and Forestry, to which was referred
the bill (S. J. Res. 78), for the amendment of the plant quarantine
act of August 20, 1912, to allow the States to quarantine against the
shipment therein or through of plants, plant products, and other
articles found to be diseased or infested when not covered by a quar-
antine established by the Secretary of Agriculture, and for other pur-
poses, having considered the same, report the bill to the Senate, with
the recommendation that it do pass with the following amendments:
On page 2, line 4, after the word "Territory," insert the words

"insular possessions."
On page 2, line 5, strike out the word "statute."
On page 2, line 6, strike out the words "order, rule, or regulation."
On page 2, line 19, strike out the word "statute."
On page 2, lines 19 and 20, strike out the words order, rule, or

regulation."
This bill is in line with the ideas of the Secretary of Agriculture, as

expressed in his letter to the chairman of this committee under date
of March 18, 1926, in reporting on Senate Joint Resolution 67 (for
which S. J. Res. 78 is a substitute). The Secretary's letter is formally

incorporated in the committee hearings, and reads as follows:

DEPARTMENT OF AGRICULTURE,
Washington, March 18, 1926.

Hon. GEORGE W. NORRIS,
Chairman Committee on Agriculture and Forestry,

United States Senate.

DEAR SENATOR NORRIS: Most careful consideration has been given to Senate

Joint Resolution 67, for the amendment of the plant quarantine act of August 20,

1912, so as to allow the States to quarantine against the entry of dangerous

plants, plant products, and other articles not covered by Federal quarantine.

The department believes that some such amendment is very necessary if the

protective quarantines and orders of the various States for the said purposes are
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to be continued in force in view of the decision of the Supreme Court of March 1,
1926, in the case of the Oregon-Washington Railroad & Navigation Co. v. State
of Washington, invalidating such State quarantines.
The department believes further, however, that, while this amendment will

accomplish a very desirable result, it leaves untouched other important matters
affecting the right of the State to take action with respect to the entry of these
dangerous diseases and pests and that it would therefore be desirable that these
matters should also be covered by the resolution. These matters are: (1) Action
by any State under its police power to control or dispose of nursery stock, plants,
and other articles entering or passing through such State in violation of a Federal
quarantine; and (2) cooperative action by the Federal Government with the
State government in connection with a State quarantine or order relative to plant
diseases and insect pests not covered by a Federal quarantine, which would be
permitted if this resolution is passed.
The department also feels that the form of the joint resolution, as now printed,

should be slightly amended so as to add, in lines 4, 9, 10, 11, and 13, the word
" District " after the words "State and Territory " ; and, in view of the suggestion
made hereinabove in the preceding paragraph, that there should be added at
the end of the title the words "and for other purposes."
For the reasons given, the department submits herewith, as a separate inclosure,

a suggested form for the joint resolution with a recommendation for favorable
action thereon.

Sincerely,
W. M. JARDINE, Secretary.
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1st Session No. 524

EXTENSION OF TIME FOR COMPLETION OF ALASKA

ANTHRACITE RAILROAD CO.

APRIL 2, 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Territories and Insular

Possessions, submitted the following

REPORT

[To accompany H. R. 6573]

The Committee on Territories and Insular Possessions, to whom

was referred the bill (H. R, 6573) to extend the time for the comple-

tion of the Alaska Anthracite Railroad Co., and for other purposes,

having considered the same, recommends its passage without amend-

ment.
It is believed by the committee that the bill is. a step forward in

the undertaking of providing transportation facilities in Alaska, a

task which is deserving of commendation and encouragement. In

its study of the bill the committee took under consideration a favor-

able report made thereon by the Secretary of the Interior, to whom

the bill was referred for an opinion, who set forth his views in a

communication addressed to the chairman of this committee under

date of March 10, 1926, as follows:
DEPARTMENT OF THE INTERIOR,

Washington, March 10, 1926.

Hon. FRANK B. WILLIS,
Chairman Committee on Territories and Insular Possessions,

United States Senate.

MY DEAR SENATOR WILLIS: I have your letter of March 4, 
1926, submitting

•copy of H. R. 6573, and requesting "a statement concer
ning this at as early a

date as possible."
Under date of January 7, 1926, I reported on this bill to Hon. Cha

rles F. Curry,

chairman Committee on the Territories, House of Representatives
, as follows:

"This bill provides that the Alaska Anthracite Railroad Co., o
r its successors

in interest or assigns, shall be allowed certain additional time 
within which to file

maps of final and definite location of certain branch lines of road
, and three years

from the date of passage of the act within which to comple
te the construction

of its main line of road and branches; also, that the compa
ny, its successors and

assigns, shall be exempt from license tax during the period of
 construction of the

railroad and for one year thereafter, provided that this exe
mption shall exist and

,operate only during the continuance of the construction o
f said road in good
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faith, and in the event of unnecessary delay and failure in the construction and
completion of said road, the exemption from taxation herein provided shall cease,
and said tax shall be collectible as to so much of said road as shall have been
completed.
"As shown by the records of this department, briefly stated, the company'a

case is as follows:
"The company was incorporated under the laws of the State of Washington

to construct, maintain, and operate a railroad having one terminus at the Bering
River Coal Fields of Alaska and other termini on Controller Bay and upon the
Bering River. It filed copy of its articles of incorporation and proofs of organiza-
tion which were accepted and it thereby became a beneficiary under section 2 of
the act of Congress approved May 14, 1898 (30 Stat. 409). Pursuant to the
provisions of section 4 of said act, it filed a map of preliminary location of its line
of road from Controller Bay to Carbon Mountain; also a branch line from
mile 7, on the main line, to Aetna, on the Bering River. This map was accepted
by the General Land Office, the department concurring in such action, by letter.
addressed to the district land officers at Juneau, August 29, 1918. Subsequently,
the company filed proof of construction of its said main line and branch lines and
a map showing them as actually constructed which, upon recommendation of the
Commissioner of the General Land Office, was approved by the First Assistant
Secretary of the Interior, August 5, 1921. Later the company filed a map of
preliminary location of a branch line up Canyon Creek, which was accepted by
letter dated March 17, 1923, and a map of definite location of the so-called
Cunningham branch line up Stillwater Creek and Trout Creek, which was
approved by the department May 11, 1925. By the filing of the map of pre-
liminary location of the branch line up Canyon Creek the right of way as deter-
mined by the location shown thereon was held for one year from the date of its
acceptance March 17, 1923; but inasmuch as a map of definite location of this,
section was not filed within the year following, rights thereunder have lapsed.
The company could, however, file a map of definite location of this section and
it would be considered on its merits.
"There is no apparent objection to the proposed legislation, particularly since

it is in line with that heretofore enacted in similar cases. Accordingly, I recom-
mend favorable action on the bill. National-forest lands are involved, so it may
be the Department of Agriculture is interested in this matter.
"I note your request to have representatives from this department present

when your committee considers this bill on January 8, and will endeavor to,
comply therewith."

There is nothing I can add to this report except to say that anything that
promises to promote transportation facilities in Alaska is deserving of commenda-
tion and encouragement.

Very truly yours,
HUBERT WORK..



Calendar No. 525
69TH CONGRESS } SENATE REPORT
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AUTHORIZING EXPENDITURES FROM THE FORT PECK 4 PER CENT

FUND FOR VISITS OF TRIBAL DELEGATES TO WASHINGTON

APRIL 2, 1926.—Ordered to be printed

Mr. WHEELER, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. J. Res. 60]

The Committee on Indian Affairs, to whom was referred the resolu-

tion (S. J. Res. 60) authorizing expenditures from the Fort Peck

4 per cent fund for visits of tribal delegates to Washington, having

considered the same, report favorably thereon with the recommenda-

tion that the resolution do pass with the following amendments:

Strike out the preamble.
Page 1, line 3, strike out the word "appropriated" and after the

word "hereby" insert the following words: "authorized to be

expended."
Page 2, line 2, after the word "reservation," insert "when author-

ized or approved by the Secretary of the Interior."
This resolution has the approval of the Secretary of the Interior,

as shown in the letter from him under date of March 23, 1926, which

is attached hereto and made a part of this report.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs, United States Senate.

MY DEAR SENATOR HARRELD: In response to your communication or r
'ebru-

ary 26 requesting a report on Senate Joint Resolution 60, auth
orizing expendi-

tures from the Fort Peck 4 per cent fund for visits of tribal delegates to 
Washing-

ton, it is recommended that favorable action be taken on this resoluti
on, with the

following amendment:
On page 2, line 2, of the resolution, following the word "reservat

ion," insert

"when authorized or approved by the Secretary of the Interior."

In the case of the Indians of the Fort Peck Reservation, it was foun
d advisable

to have some of them come here for consultation on matters p
ertaining to the

interests of the tribe, but the amount of their tribal funds applicable
 and available

DEPARTMENT OF THE INTERIOR,
Washington, March 23, 1926.
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for expenditure is not sufficient to pay their expenses without detriment to other
needs of the reservation. A somewhat similar appropriation was made by the
Act of June 7, 1924 (43 Stat. 667), but it is found that the language of the act is
such that the present expenses can not be paid therefrom. Therefore, in order
to enable this department to pay the expenses of the authorized delegates, some
of whom are now in Washington, an appropriation of funds is required.
By letter of March 17, 1926, the Director of the Budget advised that this report

is not in conflict with the President's financial program.
Very truly yours,

HUBERT WORK.
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1st Session No. 527

REGULATING THE SALE OF KOSHER MEAT IN THE
DISTRICT OF COLUMBIA

APRIL 2, 1926.—Ordered to be printed

Mr. COPELAND, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany H. R. 7255]

The Committee on the District of Columbia, to whom was referred
the bill (H. R. 7255) to regulate the sale of kosher meat in the Dis-
trict of Columbia, having considered the same, report favorably
thereon with the recommendation that the bill do pass.
The object of the bill is to prevent misbranding of meat by pro-

viding penalties for the fraudulent use of the word " kosher," or the
symbol signifying "clean" or "freshly killed." The word "kosher"
is used to designate meat and meat products prepared in accordance
with Hebrew customs and practice. To about 14,000 residents of the
District of Columbia, who habitually purchase meat marked with the
kosher symbol, it implies that such food is absolutely clean, free from
blemish, and prepared in the manner prescribed by regulations of
their religious -belief. The price paid for such meat is usually con-
siderably higher than that paid for meat prepared in the ordinary
way, with the result that an incentive is offered for the practice of
fraud by unscrupulous persons through the sale of nonkosher products
as genuine kosher food.
The bill hereby reported, in substance, prohibits the sale in the

District of Columbia as kosher of any meat which is not kosher, and
provides for the proper labeling and designation of both kosher and
nonkosher meat where both kinds are sold by the same dealer.
Other jurisdictions have similar laws, the sole purpose and effect of
which is to prevent fraud upon part of the public. The bill is in
entire harmony with existing laws pertaining to the inspection of
foodstuffs.

0
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1st Session No. 531

AUTHORIZING AN APPROPRIATION FROM THE TRIBAL FUNDS
OF THE CHIPPEWA INDIANS OF MINNESOTA FOR THE CON-
STRUCTION OF A ROAD ON THE LEECH LAKE RESERVATION

APRIL 2, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 2712]

The Committee on Indian Affairs, to whom was referred the bill
(S. 2712) authorizing an appropriation from the tribal funds of the
Chippewa Indians of Minnesota for the construction of a road on
the Leech Lake Reservation, having considered the same, report
favorably thereon with the recommendation that the bill do pass
without amendment.

This is a departmental bill and the facts are fully set forth in letter
from the Secretary of the Interior under date of January 22, 1926,
which is attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 22, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELD: There is inclosed herewith draft of bill to

authorize an appropriation of $6,000 from tribal funds of the Chippewa Indians
of Minnesota, for the construction of a road on the Leech Lake Reservation
from the Chippewa sanatorium at Onigum to the State highway.
The sanatorium is located across the bay from Walker, the railroad station.

During much of the year the direct route across the bay can not be used, which
makes it necessary to go around the bay, a distance of 16 miles, the first 11 miles
of which out of Walker, being part of the State highway system, is kept in good
condition by the State and county, but the last 5 miles is not on the system and
State and county funds can not be used therefor. The present route is in reality
but little more than a trail, which becomes impassable at times. This proves a
serious handicap in the operation of the sanatorium and the transportation of
employees, patients, visitors, and supplies.

In view of the necessity for this road, it is recommended that the proposed
legislation receive the favorable consideration of your committee and of Congress.
The Director of the Bureau of the Budget advises that the contemplated appro-
priation is not in conflict with the President's financial program.

Very truly yours,
HUBERT WORK.
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TO PROVIDE FOR THE COLLECTION OF FEES FROM ROYALTIES
ON PRODUCTION OF MINERALS FROM LEASED INDIAN LANDS

APRIL 2, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 2716]

The Committee on Indian Affairs, to whom was referred the bill
(S. 2716) to provide for the collection of fees from royalties on pro-
duction of minerals from leased Indian lands, having considered the
same, report favorably thereon with the recommendation that the
bill do pass without amendment.

This is a departmental bill, and the facts are set forth in a letter
from the Secretary of the Interior under date of January 16, 1926,
which is attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 16, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELD: There is transmitted herewith a draft of pro-

posed legislation to authorize the collection of fees from Indian lessors in cases
where there is royalty from production on leased Indian land.

Mining leases of restricted allotted Indian land are made under regulations
prescribed by the Interior Department, and the rentals and royalties arising
therefrom are paid into the office of the officer in charge of the reservation. All
such leases are secured by bonds furnished by the lessee guaranteeing their com-
pliance with the terms and conditions of the contracts, and in the event of the
failure or neglect of the lessees and their sureties to comply with the terms of the
leases the Government, through the Department of Justice, takes the necessary
legal action to collect any money which may be due. The funds arising from
leases are deposited in banks and are paid out to the owners under rules and regula-
tions prescribed by this department, and such funds are secured by bonds furnished
by the banks. All these services are rendered without expense to the Indians.
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In a number of cases mining leases of restricted allotted Indian lands have
proved very valuable, and individual Indians have received many thousands of
dollars each as royalties on production. In such cases it is believed to be no
more than fair and just that a fee be collected from the Indian lessors to be used
in defraying expenses incurred by the Government in supervising the execution,
approval, and operation of leases. By confining the fees to those cases where
leases are producing,, no collections will be made except from lessors who can
well afford to pay them. Early and favorable consideration of the bill is recom-
mended.

Very truly yours,
HUBERT WORK.
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RESERVE MERCHANTABLE TIMBER ON TRIBAL LANDS WITHIN
THE KLAMATH INDIAN RESERVATION IN OREGON

APRIL 2, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 27171

The Committee on Indian Affairs, to whom was referred the bill
(S. 2717) to reserve the merchantable timber on all tribal lands
within the Klamath Indian Reservation in Oregon, hereafter allotted,
and for other purposes, having considered the same, report favorably
thereon with the recommendation that the bill do pass without
amendment.

This is a departmental bill, and the facts setting out the necessity
for this legislation are fully stated in the letter from the Secretary of
the Interior under date of January 22, 1926, which is attached hereto
and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 22, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELD: YOUT attention is respectfully invited to the

inclosed draft of a proposed bill to reserve the merchantable timber on all tribal
lands of the Klamath Indian Reservation in Oregon, hereafter allotted under
existing laws; also authorizing the Secretary of the Interior to insert in the trust
patents issued for such allotments a clause reserving to the United States the
right to cut and market the merchantable timber thereon and to use the proceeds
for the benefit of the tribe in accordance with the provisions of existing statutes
and regulations.
The records show that there have been 1,580 Indians allotted on the Klamath

Reservation and in making the selections care was taken to withhold land con-
taining timber of any considerable value. As a result of that policy these allot-
ments do not encroach to a great extent upon the timbered area of the reserva-
tion. The timber lands constitute a very valuable tribal asset and some of the
merchantable timber is now being sold under the direction of this department
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for the benefit of the tribe. The records show that the unallotted area of the
reservation contains approximately 794,000 acres, practically all of which is tim-
bered.
The great majority of the Indians of that reservation have been allotted, but

there is a comparatively small number remaining who are eligible but have not
yet received their allotments, and they are anxious to make their selections. It
is now very difficult to find vacant land suitable for allotting. Under the pro-
visions of the allotment laws only such lands may be allotted as are suitable for
agriculture or grazing and there is no authority by which the timbered lands
may be allotted with the timber reserved to the tribe.

If legislation should be enacted authorizing the approval of allotments in the
timbered area, with the merchantable timber reserved, it would meet the situation
without injustice to any member of the tribe. The unallotted Indians who are
eligible could then make their selections in any part of the timbered area, where
suitable lands may be found, with the understanding that the merchantable timber
is to be reserved. The draft of the proposed bill as submitted will, it is believed,
cover the various features discussed and the favorable consideration thereof is
respectfully recommended to your committee and the Congress.

Very truly yours,
HUBERT WORK.
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TO AUTHORIZE THE SECRETARY OF THE INTERIOR TO SELL
CERTAIN LANDS WITHIN THE PORT MADISON INDIAN RESER—
VATION

APRIL 2, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 2967]

The Committee on Indian Affairs, to whom was referred the bill
(S. 2967) to authorize the Secretary of the Interior to sell certain
lands within the Port Madison Indian Reservation, in the State of
Washington, heretofore set apart for school or administrative pur-
poses, having considered the same, report favorably thereon with the
recommendation that the bill do pass without amendment.
The Secretary of the Interior has recommended this legislation, as

is set forth in his letter under date of January 29, 1926, which is
attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 29, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs

United States Senate.
MY DEAR SENATOR HARRELD: Attention is respectfully invited to a proposition

to sell certain lands within the Port Madison Indian Reservation in Washington,
heretofore set apart for use by the Government for school or administrative
purposes.
The records show that the tract in question was set apart many years ago

and consists of 36 acres, described as lot 3 of the SW. hi of section 21, township
26 north, range 2 east, of Willamette meridian, Washington. The superintend-
ent of the Tulalip Indian Agency, who has jurisdiction over the Port Madison
Reservation, reports that this is a considerably larger area than is now needed
for school or administrative purposes and suggests the advisability of offering
a part of the tract for sale. The land lies adjacent to the town of Suquamish,
which is made up for the most part of commuters employed in the city of Seattle,
only a short distance away. The town of Suquamish is also gaining prominence
as a summer resort, and the superintendent believes if a part of this land were
subdivided into lots it might be sold to good advantage.
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The Commissioner of Indian Affairs is favorable to the proposition if the neces-
sary legislation authorizing the sale, with the consent of the Indians can be ob-
tained. This department also concurs therein, and is submitting herewith a draft
of a proposed bill to authorize the Secretary of the Interior to sell, as an addttion
to the town of Suquamish, such part of the tract reserved for school or administra-
tive purposes as may be deemed advisable, the proceeds to be deposited to the
credit of the Indian tribes. The proposed legislation also carries provision for
an appropriation of $2,000 to cover the expenses of surveying and subdividing
the land into blocks, lots, streets, and alleys, to be reimbursed from the proceeds
of the sale of lots.
The Bureau of the Budget, under date of January 15, 1926, advised that the

legislation proposed in the draft will not be in conflict with the financial program
of the President after certain modifications have been made. These modifica-
tions have been made as suggested. The favorable consideration of the proposed
bill is respectfully recommended to your committee and tht Congress.

Very truly yours,
HUBERT WORK.
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APPROPRIATION OF $25,000 FROM THE TRIBAL FUNDS OF THE
INDIANS OF THE QUINAIELT RESERVATION, WASH.

APRIL 2, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany H. R. 96]

The Committee on Indian Affairs, to whom was referred the bill
(H. R. 96) authorizing an appropriation of $25,000 from the tribal
funds of the Indians of the Quinaielt Reservation, Wash., for the
construction of a system of water supply at Taholah, on said reserva-
tion, having considered the same, report favorably thereon with the
recommendation that the bill do pass without amendment.
The facts are fully set forth in House Report No. 321, Sixty-ninth

Congress, first session, which is attached hereto and made a part of
this report.

[House Report No. 321, Sixty-ninth Congress, first session]

The Committee on Indian Affairs, to whom was referred the bill (H. R. 96)
authorizing an appropriation of $25,000 from the tribal funds of the Indians of
the Quinaielt Reservation, Wash., for the construction of a system of water supply
at Taholah on said reservation, having considered the same, report thereon with a
recommendation that it do pass with the following amendments:

Line 3, strike out the words "an appropriation of $25,000" and insert in lieu
thereof the following "to be expended the sum of $3,000."

Line 8, after the word "Interior," add the following: "and to be available until
expended: Provided, That Indian labor shall be employed as far as practicable."
Amend the title so as to read:
"A bill authorizing an expenditure of $3,000 from the tribal funds of the Indians

of the Quinaielt Reservation, Washington, for the construction of a system of
water supply at Taholah on said reservation."
The Indian council has requested that this system of water supply be con-

structed, as evidenced by the attached minutes of the council meeting of June 16,
1925.
The favorable report of the Secretary of the Interior is also attached hereto and

made a part of this report.



2 APPROPRIATION FROM TRIBAL FUNDS OF QUINAIELT RESERVATION

MINUTES OF COUNCIL MEETING OF THE QUINAIELT AND ()MEI:1TE TRIBES

At the annual council meeting of the Quinaielt and Quileute Indian Tribes
held at Taholah, Wash., on the 16th day of June, A. D. 1925, a large attendance
of the tribe was present, both from among those living outside of the reservation
and those living inside of the reservation.
The meeting was called to order by William Mason, and it was stated that the

first business would be the organization of the meeting. Whereupon Harry
Shale was nominated as chairman, his nomination was duly seconded, and there
being no other nominations, Harry Shale was unanimously elected as chairman
of the meeting. On motion duly made and seconded, Frank W. Law was nomi-
nated for secretary of the meeting and was unanimously elected as secretary.
Both of these officers assumed the duties of their office.
The council considered the matter of the construction of waterworks for the

town site of Taholah. After the matter was debated, a vote was taken and the
tribal council was directed to petition the Department of the Interior to cause
to be appropriated from their tribal funds the further sum of $25,000 to be
used for the construction of suitable waterworks in order that water may be
delivered to each of the families residing at Taholah. They believe that this
will add to the health of the community, as the water in the wells at times becomes
very salty, owing to its proximity to the ocean, and is not suitable for drinking
water. They point out the fact that there are springs available from which water
can be taken to supply the village of Taholah.
The council therefore respectfully urges on the Department of the Interior

that their petition, as set forth herein, be granted from their tribal funds used
for the purposes herein set forth.

Hon. SCOTT LEAVITT,
Chairman Committee on Indian Affairs,

House of Representatives.
MY DEAR MR. LEAVITT: Receipt is acknowledged of your letter of December

16, 1925, transmitting therewith copy of H. R. 96, authorizing an appropriation
of $25,000 from tribal funds of the Indians of the Quinaielt Reservation, Wash.,
for the construction of a system of water supply at Taholah.
A few years ago this matter was investigated and it was reported that the

installation of a water system was not advisable in so small a place, but that a
small system with street hydrants for domestic service could be installed for about
$3,000. It was also stated that a sewer system for the village is not practical,
as the Indian houses are not suitable for plumbing. Since the agency is no
longer located at Taholah, it would appear that white traders would be generally
benefited by the installation of an elaborate water-supply system. In view of
the above, it is not believed that an appropriation of more than $3,000 should
be made for this purpose.
By letter dated January 2, 1926, the Director of the Bureau of the Budget

advises that the proposed report recommending authorization of an appropria-
tion of $3,000 in lieu of the proposed amount of $25,000 is in accord with the
President's financial program.

Very truly yours,

HARRY SHALE,
Chairman of the Meeting.

FRANK W. LAW,
Secretary of the Meeting.

DEPARTMENT OF THE INTERIOR,
Washington, January 27, 1926.

HUBERT WORK.
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TO AUTHORIZE THE CANCELLATION, UNDER CERTAIN CONDI-
TIONS, OF PATENTS IN FEE SIMPLE TO INDIANS FOR ALLOT-
MENTS HELD IN TRUST BY THE UNITED STATES

APRIL 2, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 2714]

The Committee on Indian Affairs, to whom was referred the bill
(S. 2714) to authorize the cancellation, under certain conditions, of
patents in fee simple to Indians for allotments held in trust by the
United States, having considered the same, report favorably thereon,
with the recommendation that the bill do pass with the following
amendment:
Page 1, line 9, after the word "without," add the words "the

consent or."
This is a departmental bill, and the facts are fully set forth in letter

from the Secretary of the Interior under date of January 18, 1926,
which is attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 18, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARREL)); Inclosed for your consideration is a draft of a

proposed bill to authorize the Secretary of the Interior, under certain conditions,
to cancel patents in fee issued to Indians within 25 years from the date of their
trust patents, or within any extension, by the President, of such 25-year trust
period.
The following is in justification of the requested enactment:
The act of May 8, 1906 (34 Stat. L. 182-183), amending section 6 of the act

approved February 8, 1887 (24 Stat. L. 388), provides:
"That the Secretary of the Interior may, in his discretion, and he is hereby

authorized, whenever he shall be satisfied that any Indian allottee is competent
and capable of managing his or her affairs, at any time to cause to be issued to such
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allottee a patent in fee simple, and thereafter all restrictions as to sale, incum-
brance, or taxation of said land shall be removed and said land shall not be liable
to the satisfaction of any debt contracted prior to the issuing of such patent."

During the year 1919, and later, the then Secretary caused a great number of
patents in fee simple to be issued to adult allottees, or to their heirs of less than
one-half Indian blood, without application by the Indians for such patents,
believing that such mixed-blood adult Indians were competent and capable of
managing their own affairs.
Many of the Indians to whom patents were issued refused to accept them;

some of these afterwards accepted the patents unwillingly under the impression
that they would lose the land if they did not take the patents. Some others
accepted the patents without protest. Another class principally of old and
ignorant Indians, without understanding the effect of their acts, accepted what
the Government offered them.

Practically all these lands have been placed on the tax rolls and some have
been sold for nonpayment of assessments.

This department canceled patents issued to two Coeur d'Alene Indians who
had refused to accept their patents or to pay taxes, and suit was brought to
cancel the assessments. The United States Circuit Court of Appeals, Ninth
Circuit, in these two cases, United States v. County of Benewah and United
States v. County of Kootenai, Idaho (290 Fed. 628), held that the Secretary of
the Interior had no authority under the act of May 8, 1906, to issue a patent in
fee to an Indian allottee during the trust period without an application therefor;
that a patent so issued did not pass title, and such patent having been refused,
the cancellation of the patent was upheld.

Other undelivered patents issued without application have been canceled, but
as there is a question as to whether a patent issued without application is effective,
and passes title, when the Indian does not desire such patent, but being unaware
of his right to refuse, takes it believing that he must accept for the reason that
it has been issued to him by the Government, the department desires legislative
authority to cancel such patents where there has been no voluntary sale or
encumbrance of the land.

This department is in favor of the issuance of patents in fee to all competent
Indians who apply for them; but is not in favor of avoidance of the contracts
with allottees to hold their lands in trust for 25 years by causing such Indians
unwillingly to accept patents within the trust period, which patents, prima facie,
subject the lands to taxation and other liens.
Few of the Indians will or can pay taxes, and the result will be loss of their homes

and they will become charges upon the State.
It will be less costly to the Government, to the Indians, and to the States, if this

department may, in its discretion, cancel some of these unapplied for and unwill-
ingly accepted patents in fee and thereby prevent the loss of the homes of Indians,
especially of the old, the disabled, and those having young unallotted children to
support. Enactment of the bill is recommended.

Very truly yours,
H UBERT WORK.
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TRANSPORTATION OF POISONS THROUGH THE MAIL

APRIL 2, 1926.—Ordered to be printed

Mr. FRAZIER, from the Committee on Post Offices and Post Roads,

submitted the following

REPORT

[To accompany S. 2657]

The Committee on Post Offices and Post Roads, to whom was re-

ferred the bill (S. 2657) to amend section 217, as amended, of the

act entitled "An act to codify, revise, and amend the penal laws of

the United States," approved March 4, 1909, having considered the

same, report the bill back to the Senate with the favorable recom-

mendation that the bill do pass with an amendment.
On page 2, line 18, following the word "insecticides," add "or for

the destruction of rodents or other animal pests."
The bill provides for the shipment through the mails of certain

poisons prepared for use as disinfectants, fungicides, germicides, or

insecticides, or for the destruction of rodents or other animal pests,

when packed in containers according to specifications of the Post-

master General. Hearings on the bill were held by the committee,

the chairman, Mr. Moses, presiding. Statements were presented on

behalf of the National Grange, the American Farm Bureau, and

various commercial industries setting forth the needs of this legisla-

tion and the benefits to be derived to persons living in rural co
m-

munities and on the farm. R. W. Dunlap, Acting Secretary of the

Department of Agriculture, recommends the passage of the bill 
in

the following letter:
DEPARTMENT OF AGRICULTURE,

Washington, March 4, 1926.
Hon. LYNN J. FRAZIER,

United States Senate.

DEAR SENATOR: In accordance with your request of March 1
, consideration

has been given to the provisions of your bill, S. 2657, to 
amend section 277,

as amended, of the act entitled "An act to codify, revise,
 and amend the penal

laws of the United States," approved March 4, 1909. It is our understanding
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that this bill, if enacted, would amend the existing statutes by the following
proviso (p. 2, lines 17 to 20) :
"Provided further, That poisons prepared for use as disinfectants, fungicides,

germicides, or insecticides, when packed in containers according to specifications
of the Postmaster General, shall be accepted for mailing."

If the mails can be opened to insecticides and fungicides as provided by this
proposed amendment it will be a very practical means of affording relief to
farmers in many sections who at present are inconvenienced and put to extra
expense through inability to secure these ordinary farm supplies through the
mails. The Department of Agriculture, therefore, would be in favor of the pro-
posal.

Sincerely yours,
R. W. DUNLAP, Acting Secretary.
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EXTENDING THE TERM OF THE NATIONAL SCREW
THREAD COMMISSION

APRIL 2, 1926.—Ordered to be printed

Mr. LA FOLLETTE, from the Committee on Manufactures, submitted
the following

REPORT

[To accompany H. R. 2641

The Committee on Manufactures, to which was referred the bill
(H. R. 264) extending the life of the National Screw Thread Com-
mission, having considered the same, report thereon with a recom-
mendation that it be passed, basing this recommendation on the
House findings and report.
The National Screw Thread Commission was established by an

act of Congress approved July 18, 1918. Subsequently the act was
slightly amended and the life of the commission has been extended
from time to time. The commission is composed of nine members—
two representatives of the War Department, two of the Navy De-
partment, four civilians appointed by the Secretary of Commerce
from nominations made by the American Society of Mechanical
Engineers and the Society of Automotive Engineers, and Doctor
Burgess, Director of the Bureau of Standards, as chairman.
The civilian members of the commission serve without pay and

the other members receive no compensation other than their regular
pay or salary. There is no clerical personnel, such work as is neces-
sary along this line being done by Doctor Burgess's regular office
force. It is a commission unique in this respect that no expense
whatever has been incurred by it and none is contemplated.
The first efforts of the commission were directed toward the for-

mulation of standards of tolerance in screw threads used in the manu-
facture of the types of bolts and nuts most generally used. A con-
siderable amount of work has been done by the commission along
this line, as shown by a report of the commission. This report con-
tains important definitions, numerous tables, and formulas.
The continued existence of the commission does not place any

expense on the Government nor has the commission any authority
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to impose any, but it does serve the desire of manufacturers and en-
gineers to approach some sort of a standardization of all the opera-tions that grow out of threads, bolts, and nuts. It has had and ishaving a very considerable practical value in the definition of thesearticles in such fashion that the number can be reduced in manufac-ture so that all manufacturers' bolts and nuts will flow together, onegreat economical consequence being that there has been a reduction
in the amount of stocks necessary for dealers and manufacturers to
carry because of the certainty of the interplay between differentmanufacturers and the sizes of the same manufacturers.
The commission has served the purpose of securing the cooperation

of the manufacturing industry, the engineering world, and the Gov-
ernment agencies to that end.
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PIER AT THE FOOT OF REHOBOTH AVENUE, REHOBOTH
BEACH, DEL.

APRIL 2, 1926.—Ordered to be printed

Mr. WILLIAMS, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 5012]

The Committee on Commerce, to whom was referred the bill
(H. R. 5012) to legalize a pier into the Atlantic Ocean at the foot of
Rehoboth Avenue, Rehoboth Beach, Del., have considered the same
and report thereon with an amendment, and as so amended recom-
mend that the bill do pass.
Amend the bill as follows:
Strike out all after the enacting clause down to the proviso and

in lieu thereof insert the following:

That the consent of Congress is hereby given to Rehoboth Beach Anglers Club,

a Delaware corporation, at Rehoboth Beach, Delaware, to maintain a pier

constructed by it without permit into the Atlantic -Ocean at the foot of Rehoboth

Avenue at that place.

The bill has the approval of the Department of War, as will appear
by the annexed letter:

WAR DEPARTMENT, December 22, 1925.

Respectfully returned to the choirman Committee on Interstate and Foreign

Commerce, House of Representatives.
So far as the interests committed to this department are concerned, I know

of no objection to the favorable consideration of the accompanying bill (H. R.

5012, 69th Cong., 1st sess.) to legalize a pier into the Atlantic Ocean at the foot

of Rehoboth Avenue, Rehoboth Beach, Del.
HANFORD MACNIDER,

Acting Secretary of War.
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LEGALIZE THE SUBMARINE CABLE LAID IN THE ST. LOUIS RIVER
AT SPIRIT LAKE TRANSFER RAILWAY DRAWBRIDGE, BETWEEN
MINNESOTA AND WISCONSIN

APRIL 2, 1926.—Ordered to be printed

Mr. WILLIAMS, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 7455]

The Committee on Commerce, to whom was referred the bill
(H. R. 7455) to legalize the submarine cable laid in the St. Louis
River at the Spirit Lake Transfer Railway drawbridge, between New
Duluth, Minn., and Oliver, Wis., and used for the lighting of the
village of Oliver, Wis., have considered the same and report thereon
with an amendment, and as so amended, recommend that the bill
do pass.

Strike out all after the enacting clause, down to the proviso, and
in lieu thereof insert the following:
That the consent of Congress is hereby given to Coyne Electric Shoppe of

Hibbing, Minnesota, to maintain the submarine cable heretofore laid by it without
permit in the Saint Louis River, at the Spirit Lake Transfer Railway drawbridge
between New Duluth, Minnesota, and Oliver, Wisconsin.

The bill has'the approval of the Department of War, as will appear
by the annexed communication:

WAR DEPARTMENT, January 19, 1926.
Respectfully returned to the chairman Committee on Interstate and Foreign

Commerce, House of Representatives.
So far as the interests committed to this department are concerned, I know of

no objection to the favorable consideration of the accompanying bill, H. R. 7455,
Sixty-ninth Congress, first session, to legalize the submarine cable laid in the
St, Louis River at the Spirit Lake Transfer Railway drawbridge, between New
Duluth, Minn., and Oliver, Wis., and used for the lighting of the village of
Oliver, Wis., if amended as indicated in red thereon.

DWIGHT F. DAVIS,
Secretary of War.

0
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RELATING TO THE RETIREMENT OF CERTAIN OFFICERS
IN THE ARMY

APRIL 2, 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 96]

The Committee on Military Affairs, to which was referred the bill
(S. 96) to amend the national defense act approved June 3, 1916, as
amended by act of June 4, 1920, relating to retirement, having con-
sidered the same, report thereon favorably with the recommendation
that it do pass.

This measure has passed the Senate on two former occasions. The
merits of the bill are set forth in a letter from the Secretary of War,
under date of January 16, 1926, which is appended hereto and made
a part of this report, as follows:

JANUARY 16, 1926.
Hon. JAMES W. WADSWORTH, Jr.,

Chairman Committee on Military Affairs,
United States Senate.

MY DEAR SENATOR WADSWORTH: PLITSWIJIt to your request of December 23,
1925, I am pleased to state the views of the War Department relative to (S. 96)
a bill to amend the national defense act approved June 3, 1916, as amended by
the act of June 4, 1920, relating to retirement.
A similar bill (H. R. 5084) passed the House last year. My predecessor re-

ported on that bill in letter to you under date of January 28, 1925, stating that
the War Department had no objection to the first proviso thereof, which proviso
provided for retirement under section 1251, Revised Statutes of the same category
of officers covered by this bill (the rate of retired pay to be the same as provided
in S. 96).
The War Department in 1923 (letter to you of January 30, 1923) recommended

the enactment of legislation similar to this (S. 96).
It is noted that S. 96 meets the views and former recommendations of the War

Department in that it includes in its provisions not only those officers retired
under section -1261 Revised Statutes, but also those that might arise under
26 Stat. 562 (retirements for physical incapacitations for active service on exami-
nation for promotion).
At the present time there are on the retired list only eight of the class of officers

Involved (all having been retired for .physical disability). These eight, and all
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those now on the active list (about 250), would be included in the provisions of
the bill. It is manifest, in view of the existing small retirement rate for dis-
ability for this class of officers, that the increased expense to the Government
involved in enactment of S. 96 would not be appreciable.

It is therefore recommended that S. 96 be enacted into law.
The War Department will be glad to furnish any detailed information respect-

ing the subject that may be desired.
Should War Department witnesses be desired to appear before your committee

in hearings on this bill, the following are recommended as being familiar with
the subject: Col. Fred W. Coleman, Finance Department, and Maj. 0. C.
Aleshire, General Staff.

This proposed legislation has been submitted to the Director of the Bureau of
the Budget, who advises that it is not in conflict with the financial program of
the President.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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RELATING TO APPOINTMENT OF ARMY FIELD CLERKS
AS WARRANT OFFICERS IN THE ARMY

APRIL 2, 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, sub-
mitted the following

REPORT

[To accompany S. 32831

The Committee on Military Affairs, to which was referred the bill
(S. 3283) to provide for the appointment of Army field clerks and
field clerks, Quartermaster Corps, as warrant officers, United States
Army, having considered the same, report thereon favorably with
the recommendation that it do pass.
The merits of the bill are set forth in a letter from the Secretary

of War, under date of February 17, 1926, which is appended hereto
and made a part of this report as follows:

WAR DEPARTMENT,
Washington, February 17, 1926.

Hon. JAMES W. WADSWORTH, Jr.,
Chairman Committee on Military Affairs,

United States Senate.
MY DEAR SENATOR WADSWORTH: I desire to submit for the favorable consid-

eration of your committee the draft of a bill which proposes, in the interest of
efficiency of the military service and in justice to certain members thereof, to
change the status of Army field clerks and field clerks, Quartermaster Corps,
to warrant officers.
The act of August 29, 1916, changed the designation of headquarters clerks,

which was a civil service classification, to Army field clerks, and authorized the
Secretary of War to appoint 200 clerks, Quartermaster Corps, as field clerks,
Quarterinaster Corps. This act also declares that the members of both these
grades are subject to the rules and articles of war, and denies to them the retire-
ment privilege.
The act of June 4, 1920, created the grade of warrant officer and prohibited

thereafter the appointment of any Army field clerks and field clerks, Quarter-
master Corps.
Under existing conditions the members of these two grades are discriminated

against in that—
(a) They are not entitled to longevity pay.
(b) They are not entitled to transportation for dependents upon change of

station.
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(c) They may not designate a beneficiary under the act of December 17, 1919.
(d) They are denied the retirement privilege.
Of the 377 members now serving in these two grades, 47 have served in and with

the Army for more than 30 years, and 56 are over 62 years of age. Naturally they
are not as efficient in every case as younger men, but it would be inconsistent with
our policy of government, after having used these men during the productive
years of their lives, to turn them off with no provision for their old age.
In view of the above, legislation as follows, providing for the appointment of

Army field clerks and field clerks, Quartermaster Corps, warrant officers is re-
quested:

A BILL To provide for the appointment of Army field clerks and field clerks, Quartermaster Corps, as
warrant officers, United States Army

"Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, that hereafter Army field clerks and field clerks,
Quartermaster Corps, now in active service, shall have the rank, pay, allowances,
retirement privileges, and benefits of warrant officers other than those of the
Army Mine Planter Service, and the Secretary of War is hereby authorized and
directed to appoint them warrant officers of the Regular Army: Provided, That
in determining length of service for longevity pay and retirement they shall be
credited with and entitled to count the same military service as now authorized
for warrant officers, including service as Army field clerks and field clerks, Quarter-
master Corps, and all classified field service rendered as headquarters clerks and
clerks of the Quartermaster Corps: Provided further, That the limitation in the
act of June 30, 1922, on the number of warrant officers, United States Army, shall
not apply to the appointees hereunder."
I have designated Col. Charles H. Bridges, Adjutant General's Department,

and Lieut. Col. W. A. Alfonte, General Staff, to represent the department in
case your committee should desire to have a hearing on this proposed legislation.
The Director of the Bureau of the Budget has been consulted and states that

this proposed legislation is not in conflict with the financial program of the
President.
A similar letter is being addressed to the chairman Committee on Military

Affairs
' 
House of Representatives.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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RELATING TO RANK, PAY, AND ALLOWANCES FOR
CHAPLAINS IN THE ARMY

APRIL 2, 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 32841

The Committee on Military Affairs, to which was referred the bill
(S. 3284) to amend a portion of section 15 of an act entitled "An act
for making further and more effectual provision for the national
defense, and for other purposes," approved June 3, 1916, as amended
by the act of June 4, 1920, having considered the same, report thereon
favorably with the recommendation that it do pass.
A similar bill passed the Senate in the Sixty-eighth Congress. The

merits of the bill are set forth in a letter from the Secretary of War,
under date of February 17, 1926, which is appended hereto and made
a part of this report, as follows:

WAR DEPARTMENT,
Washington, February 17, 1926.

HOD. JAMES W. WADSWORTH, Jr.,
Chairman of the Military Affairs Committee,

United States Senate.
MY DEAR SENATOR: On January 31, 1925, Senate bill 2532, Sixty-eighth

Congress, amending section 15 of the national defense act relating to chaplains
was passed by the Senate; a similar measure, H. R. 7038, was introduced but not
reported out from the House Military Affairs Committee.
I am pleased to advise you that the War Department remains favorable to the

principles involved in the bill as passed by the Senate and I am therefore again
submitting to you a similar measure with the recommendation that it be intro-
duced and enacted as follows:

A BILL To amend a portion of section 15 of an act entitled "An act for making further and more effectual
provision for the national defense, and for other purposes," approved June 3, 1916, as amended by the act
of June 4, 1920

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That that portion of section 15 of the act entitled
"An act for making further and more effectual provision for the national defense,
and for other purposes," approved June 3, 1916, as amended by the act entitled
"An act to amend an act entitled 'An act for making further and more effectual
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provision for the national defense, and for other purposes,' approved June 3,
1916, and to establish military justice," approved June 4, 1920, reading as fol-
lows: "Chaplains shall hereafter have rank, pay, and allowances according to
length of active commissioned service in the Army, or, since April 6, 1917, in
the National Guard while in active service under a call by the President, as fol-
lows: Less than five years, first lieutenant; five to fourteen years, captain;
fourteen to twenty years, major; over twenty years, lieutenant colonel. One
chaplain of rank not below that of major, may be appointed by the President,
by and with the advice and consent of the Senate, to be chief of chaplains. He
shall serve as such for four years, and shall have the rank, pay, and allowances of
colonel while so serving," be, and the same is hereby, amended to read as fol-
lows: "Chaplains shall hereafter have rank, pay, and allowances according to
length of active commissioned service in the Army, or, since April 6, 1917, in the
National Guard while in active service under a call by the President, as follows:
Less than three years, first lieutenant; three years to twelve years, captain;
twelve to twenty years, major; twenty to twenty-six years, lieutenant colonel;

over twenty-six years, colonel. One chaplain, of rank not below that of major,
may be appointed by the President, by and with the advice and consent of the
Senate, to be chief of chaplains. He shall serve as such for four years, and shall
have the rank, pay, and allowances of a brigadier general while so serving."
The form in which this legislation is now proposed differs from that in which

it was passed by the Senate in Senate bill 2532, Sixty-eighth Congress, for the
reason that owing to the wording of Senate bill 2532 an actual reduction in the
number of chaplains might result, which of course it is not desired to effect.
The purpose of this bill is to place the chaplains on an equality as to rank, pay,

and promotion with other officers of professional and technical services at an
expense for the fiscal year 1927 of $6,634. No increase in the number of chap-
lains is proposed in this measure.
The living expenses and responsibilities of chaplains call for the same pay as

that of other officers with whom they are associated, and in order to obtain and
retain the class of men desired for this service it is felt that, grade for grade, there

should be no discrimination between this professional service and others. Such

a discrimination now exists, as shown in the following table:

Chaplain Medical Dental Veterinary

Captain 
Major 
Lieutenant colonel 
Colonel 

Years
5
It
20

(9

Years
3
12
20
26

Years
3
12
20
26

Years
7
14
20
26

I Never, excepting chief of branch.

It is considered that to limit the rank of the chief of this branch to colonel,
while all other chiefs of branches are major generals, is not in accordance with

the place of religion in the Army nor with the value and importance of the moral
and religious influences of the ministry in the Army and in civil life.

These and other considerations which have been gone into very thoroughly at
the joint hearing before the subcommittee of the Committee on Military Affairs
of the United States Senate and House of Representatives, Sixty-eighth Congress,
first session, on S. 2532 and H. R. 7038, April 16, 1924, as printed, not only by

officers of the Army but by distinguished leaders in the religious life of America

are felt to fully justify the recommendations here made.
A comparison with the status of chaplains in the Navy indicates that much

more favorable conditions as to promotion obtain in that service than in the Army.

The following table is of date of January 1, 1926:

Army:
Colonel, chief of branch  1
Lieutenant colonels  4
Majors  6
Captains  109
First lieutenants  4

Total  124
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Navy:
Captains (colonel)  15
Commanders (lieutenant colonel)  27
Lieutenant commanders (major)  15
Lieutenants, Senior Grade (captain)  11
Lieutenants, Junior Grade (lieutenant)   17

Total  85

The War Department will furnish any additional information which may be
desired.
Should your committee hold hearings upon this measure, the following officers

are designated as witnesses:
Col. John T. Axton, Chief of of Chaplains.
Lieut. Col. R. S. Porter, General Staff.
This proposed legislation has been submitted to the Director of the Bureau of

the Budget, who advises that the same is not in conflict with the financial program
of the President.
A similar letter is being addressed to the chairman Committee on Military

Affairs
' 
House of Representatives.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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COURSES OF TRAINING FOR MEMBERS OF RESERVE
OFFICERS' TRAINING CORPS

APRIL 2, 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 37861

The Committee on Military Affairs, to which was referred the
bill (S. 3786) to enable members of the Reserve Officers' Training
Corps who have interrupted the course of training prescribed in the
act of June 4, 1920, to resume such training and amending accord-
ingly section 47c of that act, have considered the same, report
thereon favorably with the recommendation that it do pass.
The merits of the bill are set forth in a letter from the Secretary of

War, under date of March 26, which is appended hereto and made a
part of this report, as follows:

Hon. JAMES W. WADSWORTH, Jr.,
Chairman Committee on Military Affairs,

United States Senate.
DEAR SENATOR WADSWORTH: I submit the following draft of a bill which I

request be introduced in the Senate and enacted into law:

A BILL To enable members of the Reserve Officers' Training Corps who have interrupted the course
of training prescribed in the act of June 4, 1920, to resume such training and amending accordingly section
47c of that act.

WAR DEPARTMENT,
Washington, March 26, 1926.

Be it enacted by the Senate and House of Representatives of the United States of
American in Congress assembled, That section 47c of the national defense act of
June 3, 1916, as amended be, and the same is hereby amended by adding thereto
the following additional proviso:

"Provided further, That nothing in this act shall be construed to require that
the advanced training provided for herein shall follow without interruption
upon the completion of the two years' elective or compulsory course of military
training prescribed in section 40 of this act or to require that such advanced
training be pursued without interruption after it has been commenced in those
cases where the person selected for advanced training at any institution wi]l,
under the rules and regulations thereof, normally require, in order to be graduated
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therefrom, a period of sufficient duration after any interruption, to complete the
advanced course without curtailment."
The applicable provisions of the existing law on this subject are contained in

sections 40 and 47c, act of June 4, 1920 (national defense act as amended).
In the administration of that part of the national defense act dealing with the

Reserve Officers' Training Corps, the War Department, since 1918, has consist-
ently held that section 47c of that act requires that the military training provided
for in sections 40 and 47c must be pursued continuously. It seemed evident
to the War Department that it was the intent of Congress that commutation of
subsistence should not be paid except in those cases where the student rendered
service throughout his entire course at the institution.
The proposed change will enable a student who, for unavoidable causes, has

allowed an interruption in his Reserve Officers' Training Corps course to take
place to resume his course, provided he requires for the completion of his
academic course a period sufficient for him to complete the Reserve Officers'
Training Corps course. At the same time, the bill is so worded as to prevent any
curtailment of the prescribed Reserve Officers' Training Corps course.
The proposed legislation is urgently required by reason of the adverse effect

which the provisions of existing law now have upon certain classes of units of
the Reserve Officers' Training Corps. These include the units in essentially
military schools-39 in number—and the units in the post-graduate and pro-
fessional departments of colleges and universities. In a large number of colleges
and universities graduates of essentially military schools who, having completed
the basic course in such schools, are technically eligible for selection for the
advanced course upon matriculating as freshmen in a college or university
are not, for various reasons, permitted by the institutional authorities to com-
mence the advanced course until they reach the junior year of their academic
course. Among these reasons are the fact that courses for the junior and senior
years at those institutions are so arranged as to permit the five hours per week of
military training required by section 47c of the national defense act, while the
courses for the freshman and sophomore years are not so arranged; and the
undesirability of appointing freshmen and sophomores as cadet officers and non-
commissioned officers and of commissioning students as reserve officers at the
end of their sophomore year. This class of students is now denied by the pro-
visions of existing law the opportunity of enrolling in the advanced course when
they reach the junior year, since there would be an interruption between their
basic and advanced courses. In the case of units in the post-graduate and pro-
fessional departments of colleges and universities, a number are made up prac-
tically entirely of students who completed the basic course as undergraduates
(freshman and sophomore years). This is especially the case in land-grant insti-
tutions where the basic course is generally compulsory on undergraduates.
These units would be wiped out by the strict application of the provisions of exist-
ing law.

In addition to the cases just discussed where the interests of the Government,
of the educational institution, and of the student require that the entire advanced
course be deferred until the student has entered his junior year, there are a
considerable number of cases where it is highly desirable that an interruption in
the advanced course, after it has once commenced, be authorized. The legisla-
tion proposed will permit all those cases to be properly taken care of, but, at the
same time, will prohibit a student from being paid from Government funds unless
he completes the entire prescribed course.

If any additional information from the War Department is desired, I shall be
pleased to furnish it.

If the Committee on Military Affairs wishes to have hearings upon the proposed
legislation, the following-named officers are designated to appear before your
committee: Col. Richard K. Cravens, Adjutant General's Department; Maj.
George A. Lynch, General Staff.
A similar letter has been addressed to the chairman of the Committee on

Military Affairs of the House of Representatives.
Sincerely yours,

DWIGHT F. DAVIS, Secretary of War.
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JOHN JOSEPH BRESNAHAN

APRIL 3, 1926.—Ordered to be printed

Mr. BUTLER, from the Committee on Naval Affairs, submitted the
following

REPORT

[To accompany S. 3647]

The Committee on Naval Affairs, to which was referred the bill

(S. 3647) authorizing the appointment of Mate John Joseph Bresnahan,

United States Navy, a boatswain in the Navy, having considered the

same, report favorably thereon and recommend that the bill do pass

without amendment.
The purpose of the bill is to appoint Bresnahan a boatswain in the

Navy, the lowest of the warrant ranks, thus promoting him from the

rating of mate to warrant rank.
Bresnahan, who has had 36 years' naval service, is the only mate

on the active list of the Navy, and the last of that rating, and by

reason of his age could not now qualify by examination for promo-

tion to warrant rank. In view of Bresnahan's long naval career and

the fact that he is the only one of his rate left in the Navy, the com-

mittee feels the relief sought by the bill S. 3647 is a matter of justice

and equity.
The bill meets with the approval of the Navy Department, as

shown by the following letter from the Secretary of the Navy:
NAVY DEPARTMENT,

Washington, March 29, 1926.

The CHAIRMAN COMMITTEE ON NAVAL AFFAIRS,
United States Senate, Washington, D. C.

MY DEAR MR. CHAIRMAN: Replying to the committee's commu
nication of

March 22, 1926, forwarding the bill (S. 3647) to appoint
 Mate John Joseph

Bresnahan, United States Navy, a boatswain in the Navy, and re
questing the

Navy Department's views relative to this measure, I ha
ve the honor to advise

you as follows:
The records of the Navy Department show that John Joseph

 Bresnahan, mate,

United States Navy, has served in the Navy for about 36
 years. He is the only

mate on the active list of the Navy, and the last of that ra
te.

The Navy Department has consistently recommended against
 the enactment

of legislation for the benefit of an individual to t
he exclusion of others whose
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cases may be equally as meritorious, 'AO as Bresnahan is the only one of his rate
left in the Navy, the Navy Department is of the opinion that an exception
might well be made in this particular case.

This proposed legislation, which, if enacted, will cost the Government $825
a year while Bresnahan is on the active list and $169 a year while on the retired
list of the Navy, was referred to the Bureau of the Budget with information
that the Navy Department contemplated making a favorable recommendation
in this case, and under date of March 23, 1926, the Navy Department was advised
that its proposed action in this case would not be in conflict with the financial
program of the President. In view of the foregoing, the Navy Department
recommends that the bill S. 3647 be enacted.

Sincerely yours,
CURTIS D. WILB UR,

Secretary of the Navy.
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A. E. STONE

APRIL 3, 1926.—Ordered to be printed

Mr. BUTLER, from the Committee on Naval Affairs, submitted the
following

REPORT

[To accompany S. 2955]

The Committee on Naval Affairs, to whom was referred the bill

(S. 2955), for the relief of Chaplain A. E. Stone, United States Navy,

having had the same under consideration, report favorably thereon
and recommend that the bill do pass with an amendment as follows:
. In line 6, strike out the word "first" and insert in lieu thereof the
word "fourth."

Chaplain A. E. Stone was appointed acting chaplain, with the rank
of junior lieutenant, February 7, 1918. He was given

M
_ a temporary

appointment as lieutenant November 2, 1920. May 17, 1921; he

was examined for the permanent rank of lieutenant but found not

qualified. He was ordered to the naval hospital at Mare Island for

observation, but a thorough examination revealed nothing which

would indicate his unfitness for the service. Unofficial medical

examinations at that time and more recently have indicated that he

would have no difficulty in passing the examination for a permanent

appointment.
It was recommended that Chaplain Stone, at the end of six months,

be directed to appear before a medical examining board. However,

on September 1921, he reverted from the grade of lieutenant

(temporary) to the grade of acting chaplain, with the rank of lieu-

tenant (junior grade), in accordance with the act of Congress May 23,

1917, which provided that temporary appointments should be effec-

tive for a period of not later than six months after termination of the

World War. In the meantime he had reached the age of 35 (August

10, 1921), which is the age limit established by law for appointment

of chaplains (permanent appointment).
During the time that Chaplain Stone was under observation at the

naval hospital, Mare Island, he continued his regular duties with the

permission of the medical authorities. He has never had sick leave.

As the result of circumstances over which he had no control, Chaplain

Stone is still an acting chaplain after seven years of faithful service.
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The operation of the law pertaining to the appointment of chaplains
is such that Chaplain Stone can not be given a permanent appoint-
ment or become eligible for promotion except by a special act of
Congress.

Chaplain Stone is an excellent officer and is devoted to the service,
and it is earnestly desired to retain him for the Navy, if possible.
It can not be expected that he will long remain in the Navy- under
present conditions, and his place would necessarily be filled by a
man of no experience.
The bill meets with the approval of the Navy Department, as

shown by the following letter from the Secretary of the Navy.

DEPARTMENT OF THE NAVY,
OFFICE OF THE SECRETARY,

Washington, March 22, 1926.
The CHAIRMAN COMMITTEE ON NAVAL AFFAIRS,

United States Senate, Washington, D. C.
MY DEAR MR. CHAIRMAN: Replying further to the committee's communica-

tion of February 2, 1926, forwarding the bill S. 2955, "For the relief of Chaplain
A. E. Stone, United States Navy," and requesting the views of the Navy Depart-
ment relative to this measure, I have the honor to advise you as follows:
The records of the Navy Department show that Acting Chaplain A. E. Stone

was appointed an acting chaplain in the Navy on February 7, 1918, and has
served continuously as an officer in the Corps of Chaplains since that date. He
was temporarily appointed a chaplain with the rank of lieutenant on November
2, 1920, and while serving under such appointment underwent a physical exam-
ination to determine his qualifications for permanent appointment as a chaplain
with the rank of lieutenant, in accordance with the terms of the act of June 4,
1920 (41 Stat. 836). He failed to qualify on this examination and was ordered
to the naval hospital, Mare Island, Calif., for treatment, but a thorough exam-
ination revealed nothing which would indicate his unfitness for the service and
subsequent physical examinations have indicated that he would have no diffi-
culty in qualifying on further examination for such appointment.

Prior to any reexamination, Acting Chaplain Stone's temporary appointment
as a chaplain with the rank of lieutenant terminated by operation of law on Sep-
tember 2, 1921, when he reverted to his permanent status as an acting chaplain
with the rank of lieutenant (junior grade). He passed the age limit on August
10, 1921, for a permanent appointment to the grade of chaplain under section
1396, United States Revised Statutes, and for that reason is not now eligible for
appointment as a chaplain.
The inclosed bill for Acting Chaplain Stone's relief provides that any acting

chaplain "who served under a temporary appointment as a chaplain in the Navy
with the rank of lieutenant at any time prior to the 1st day of November, 1920,
shall be eligible for advancement to the grade of chaplain,' etc. From the fore-
going it will be seen that Acting Chaplain Stone was commissioned a temporary
chaplain with the rank of lieutenant on November 2, 1920, in view of which fact
this bill, if enacted in its present form, would be inapplicable to him. The Navy
Department therefore recommends that the bill be amended by substituting
the word "fourth" for the word "first" in line 6 of the bill. As thus amended,
the bill, if enacted, would authorize Acting Chaplain Stone's advancement to
the grade of chaplain with the rank of lieutenant commander.
The bill, S. 2955, which, if amended as above suggested and enacted into law,

will cost the Government $1,799 per annum, was referred to the Bureau of the
Budget with information that the Navy Department contemplated making a
favorable recommendation on the bill, and under date of March 13, 1926, the Navy
Department was informed that this report would not be in conflict with the finan-
cial program of the President.
In view of the above and for the further reason that it is considered that Acting

Chaplain Stone is the victim of unfortunate circumstances, the Navy Depart-
ment recommends that the bill S. 2955 be enacted.

Sincerely yours,
CURTIS D. WILBUR, Secretary of the Navy.
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TO AUTHORIZE THE SELECTION OF CERTAIN PUBLICLY
OWNED LANDS BY THE STATE OF OREGON

APRIL 3, 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 722]

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (S. 722) to authorize the selection of certain publicly
owned lands by the State of Oregon, having considered the same,
report favorably thereon with the recommendation that the bill do
pass with the following amendment:
On page 1, line 11, after the figures "27" and the comma, insert

the words "and west half northeast quarter, northwest quarter,
northwest quarter southwest quarter of section."
The facts are fully set forth in the following correspondence from

the Secretary of Agriculture and the Secretary of the Interior, which
are appended hereto and made a part of the report.

DEPARTMENT OF AGRICULTURE,
Washington, December 28, 1925.

Hon. ROBT. N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.
DEAR SENATOR STANFIELD: Reference is made to your letter of December 12,

requesting a report on S. 722, "To authorize the selection of certain publicly
owned lands by the State of Oregon."

This measure would authorize the State to make selection of certain designated
areas of lands which were revested in the United States under the act of June 9,
1916 (39 Stat. 218). The lands involved were those formerry owned by the
Oregon & California Railroad Co. The act of June 9 provided for their classi-
fication and disposition. The lands are not, therefore, in the same general status
as a part of the unappropriated public domain which could be selected by the
State as indemnity lands for areas lost to the State through their reservation
by the Government for other purposes.
Under an agreement dated March 24, 1925, signed by the officials of the State

of Oregon and the Acting Secretary of Agriculture, the State agreed to convey to
the Government its scattered holdings in sections 16 and 36 within the national
forest boundaries in exchange for a solid block of land to be eliminated from the
uational forests. The selection made by the State is what is known as the
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Millicoma tract just south of the Umpqua River in the Siuslaw National Forest.
The lands described in the bill are scattered within the area the State proposes
to select. For this reason it has been found necessary to seek additional legislative
authority to authorize the Secretary of the Interior to approve the selections.
The selections made by the State under the exchange agreement are of com-

parable value with the scattered school sections which the State has relinquished
to the Government. The consummation of the exchange will enable the Gov-
ernment to handle its national forest areas more efficiently and will also permit
the State to have a solid tract of land which can be administered by the State,
whereas the scattered holdings could not be handled economically. The depart-
ment would therefore recommend favorable consideration of this measure by
your committee.

Sincerely yours,
R. W. DUNLAP, Acting Secretary.

DEPARTMENT OF THE INTERIOR,
Washington, January 13, 1926.

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.
MY DEAR SENATOR STANFIELD: I have your letter of December 12, 1925,

inclosing a copy of S. 722, a bill proposing to authorize the selection of certain
publicly owned lands by the State of Oregon

' 
under the act of February 28, 1891

(26 Stat. 796), and requesting an opinion as to its merits.
All of the land described in this bill is within the idemnity limits of the former

grant to the Oregon & California Railroad Co., and has been withdrawn for
national forest purposes. It has also been withdrawn from disposition by
Executive order of July 31, 1916, together with all other odd-numbered sections
within both the primary and indemnity limits of the railroad grant, so as to
facilitate carrying out the terms of the act of June 9, 1916 (39 Stat. 218), under
which the unsold lands for which the company had received patents, or for
which it was entitled to patents, revested in the United States. Section 2 of
the latter act provides that such lands as revested thereunder shall be examined
in the field and classified into three classes, to wit, (1) power site land, (2) timber
land, and (3) agricultural land. It is further provided by the said act that the
timber on nonmineral lands classified as timber shall be sold for cash, and after
removal of the timber such lands shall be disposed of as agricultural lands under
stated conditions; that the nonmineral agricultural lands shall be disposed of
under the homestead laws, and in accordance with certain conditions therein
expressed, entrymen to pay $2.50 per acre on such lands.

Section 10 thereof provides that all moneys received from or on account of all
such revested lands and the timber thereon shall be deposited in the United
States Treasury in a special fund designated "The Oregon and California land-
grant fund"; that the railroad company shall be paid a sum equal to $2.50 per
acre for each acre of land patented or inuring to it under its grant, minus such
amount as had already been received by the railroad company on account of
said lands and if the proceeds of the sale of the lands and timber are not sufficient
to pay the full amount which the company is entitled to receive the balance
shall be paid from the general funds in the United States Treasury by an appro-
priation to be made for that purpose.

Relative to the status of the lands described in the bill it is found that patent
No. 375777 has issued to the Northern Pacific Railroad Co. for the E. 3A NE. 34,
NE. X SE. X, lots 1 and 4, sec. 33, T. 23 S., R. 10 W., and that patent No.
448235 has issued to Isaac N. Price for the NE. X SW. X, NW. X SE. 34,
lots 2 and 3 of said sec. 33. As these tracts are not the property of the United
States they should not be included in the bill.

All of the lands in T. 22 S., R. 10 W., lot 1, SE. X sec. 11, and all of sec. 23,
T. 23 S., R. 10 W., embraced in the bill, which lands had been patented to the
Oregon & California Railroad Co., but remained unsold on July 1, 1913, have
revested in the United States under the said act of June 9, 1916. These revested
lands have been examined in the field and classified as follows:

POWER SITE LANDS

Lots 1 to 4 inclusive, lots 6 to 11 inclusive, lots 15 and 16, sec. 21, SW. 14,
NE. IA, NW. 3.4, S. M sec. 23, S. M S. M, NE. '4 SE. X, sec. 27, T. 22 S.,
R. 10 W., and lot 1, N. M SE. X, SW. X SE. X, sec. 11, T. 23 S., R. 10 W.,
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W. M. These lands are shown by the Government cruise to contain 8,210,000
feet of timber, the sale of which is authorized under the act of June 4, 1920
(41 Stat. 758). Authority for the disposal of these lands should be authorized,
if at all, with reservation of power rights to the United States under the pro-
visions of the act of June 10, 1920 (41 Stat. 1063).

TIMBER LANDS

NE. X, E. NW. 4, NW. X SE. 4, N. M SW. 4, sec. 27, T. 22 S., R.
10 W., N. M, SW. X, NW. X SE. X, sec. 23, T. 23 S., R. 10 W., W. M. Each
legal subdivision of these lands contains 300 M feet or more, board measure,
of timber. These lands are shown by the Government cruise to contain a total
of 19,950,000 feet of timber.

AGRICULTURAL LANDS

SE. X SE. 4, sec. 15, lots 5, 12, 13, 14, sec. 21, W. NW. 4, see. 27, E. M;
E. W. M, sec. 33, T. 22 S., R. 10 W.

' 
and SE. 4 SE. 4, sec. 11, NE, Wi SE. X)

SE. M SE. sec. 23, T. 23 S.
' 
R. 10 W., W. M. These lands have been opened

to homestead entry, but no entries are shown by the records to have thus far been
made therefor.
The total amount of timber on both the power site and timber lands described

is 28,160,000 feet board measure, a conservative estimate of the value of which is
approximately $50,000. The disposal of these lands as provided in the bill here
under consideration would result in a loss of this $50,000 to "The Oregon and
California land-grant fund," and it is also worthy of consideration in connection
herewith that the amount deposited in the Treasury to the credit of this fund up
to November 1, 1925, is only $3,563,224.32, from which fund the Government
must be reimbursed in full for the taxes paid on these lands, amounting to
$1,571,044.05, and for a sum due the railroad the gross amount of which has been
roughly estimated at $6,250,000. The exact amount due the railroad company,
however, will be determined on final judgintnt in the accounting suit authorized
to be instituted by section 7 of said act of June 9, 1916, and wherein opinion was
rendered by United States District Judge Wolverton on September 14, 1925
(E-7699).

In case the remainder of the lands covered by the bill, being secs. 3, 15, 21, 27,
E. IA, E. IA W. IA, sec. 9, N. IA NE. 4, SW. NE. 14, W. JA sec. 11, E. M
E. IA sec. 29, W. M NE. IA, NW. NW. 4 SW. 4, sec. 33, T. 23 S., R. 10
W., W. M., containing 3,748.58 acres, are finally determined to be lands for which
the railroad company was entitled to receive patent, they too will be charged
with the $2.50 per acre trust, or, if timber in character, the timber will be sold
in accordance with the provisions of the revestment act, but, if these lands
should be disposed of as provided by the bill proposed, it would result in the loss
of such further sum to "The Oregon and California land-grant fund" as could
be derived from the disposal of these lands and the timber thereon in accordance
with the provisions of the revestment act.
In view of the foregoing facts and especially because of the proviso in the

revestment act that if the fund derived from the sale of these revested lands
and the timber thereon should prove insufficient to fully reimburse the Govern-
ment for the taxes paid and the sum due the railroad company in connection
with these revested lands the deficit must be supplied from the general funds in
the Treasury of the United States by special appropriation to be made therefor,
I am unable to recommend that the proposed measure be enacted into law.

Very truly yours,
HITBERT WORK.
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SILVER SERVICE OF BATTLESHIP "NORTH DAKOTA"

APRIL 3, 1926.—Ordered to be printed

Mr. HALE, from the Committee on Naval Affairs, submitted the
following

REPORT

[To accompany S. 3637]

The Committee on Naval Affairs, to whom was referred the bill
(S. 3637) authorizing the Secretary of the Navy, in his discretion, to
deliver to the custody of the State Historical Society of North Dakota
the silver service which was presented to the battleship North Dakota
by the citizens of that State, having had the same under considera-
tion, report favorably thereon, with amendments, and as amended
recommend that the bill do pass.
Amend the bill as follows:
Lines 4 and 5, strike out the words "Historical Society."
Amend the title so as to read:
A bill authorizing the Secretary of the Navy, in his discretion, to deliver to the

custody of the State of North Dakota the silver service which was presented to
the battleship North Dakota by the citizens of that State.

The bill provides that the silver service be returned to the State
Historical Society, but the committee is of the opinion that the silver
service should be returned to the State of North Dakota, as the con-
tributions for the purchase of the silver service came from the citizens
of the State and was presented by the State through its representa-
tive, the Governor.
The bill meets with the approval of the Navy Department, as

shown by the following letter from the Secretary of the Navy, dated
March 29, 1926:

DEPARTMENT OF THE NAVY,
OFFICE OF THE SECRETARY,

Washington, March 29, 1926,
The CHAIRMAN COMMITTEE ON NAVAL AFFAIRS,

United States Senate, Washington, D. C.
MY DEAR MR. CHAIRMAN: Replying further to the committee's indorsement

of March 19, 1926, on a bill (S. 3627) "Authorizing the Secretary of the Navy,
in his discretion, to deliver to the custody of the State Historical Society of

S R-69-1—vol 2 19
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North Dakota the silver service which was presented to the battleship North
Dakota by the citizens of that State," and requesting the views of the Navy
Department relative to this measure, I have the honor to advise you as follows:

It is understood that the bill S. 3627 merely authorizes the transfer of the
custody of the silver service of the U. S. S. North Dakota, leaving full title to the
property in the Navy.
This silver service was donated by the citizens of the State for use on the

U. S. S. North Dakota and as a part of the outfit of that vessel. When the vessel
is placed permanently out of commission it would appear to be an act of courtesy
to the State to make further use of the silver service only in so far as it meets
with the approval of the State government, and it is believed, therefore, that if
the Navy gives up temporarily the custody of the silver service it should be
directly into the hands of the State and not into the keeping of any separate

° organization within that State.
Subject to the foregoing, the Navy Department has no objection to the enact-

ment of the proposed bill.
Sincerely yours,

CURTIS D. WILBUR,
Secretary of the Navy.
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TO CORRECT THE STATUS OF CERTAIN COMMISSIONED
OFFICERS OF THE NAVY

APRIL 3, 1926.—Ordered to be printed

Mr. HALE, from the Committee on Naval Affairs, submitted the
following

REPORT

[To accompany S. 85]

The Committee on Naval Affairs, to which was referred the bill
(S. 85) to correct the status of certain commissioned officers of the
Navy appointed thereto pursuant to the provisions of the act of
Congress approved June 4, 1920, having considered the same, report
favorably thereon with the recommendation that the bill do pass
with amendments as follows:
In line 6, after the comma following the parenthesis, insert the

words "who were examined and found qualified in all respects for
such appointment prior to June 30, 1922, but whose appointments
were delayed subsequent to that date through no fault of their own;"
and
In line 6, after the comma following the word "count," insert the

words "from and after date of appointment."
The purpose of this bill is to correct the status of certain officers

who were examined and found qualified for appointment in the
regular Navy along with a group of several other officers. All of the
officers who took the examination at the time mentioned were ap-
pointed before June 30, 1922, with the exception of three officers for
whom relief is sought through this bill. These three officers did not
receive their commissions from the department until after June 30,
1922, through no fault of their own, either because they were trav-
eling from one assignment to another or were officially away from
their home station, so that their commissions did not reach them until
after June 30, 1922.
Under the act of June 10, 1922, readjusting the pay and allowances

of the military services, it provides:
For officers appointed on or after July 1, 1922, that no service shall be counted

for purposes of pay except active commissioned service under Federal appoint-
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Hon. FREDERICK HALE,
Chairman Committee on Naval Affairs,

United States Senate.
MY DEAR MR. CHAIRMAN: Replying further to the committee's letter of

December 19, 1923, inclosing a bill (S. 483) to correct the status of certain com-
missioned officers of the Navy appointed thereto pursuant to the provisions of
the act of Congress approved June 4, 1920, and requesting any information in
the possession of this department in regard thereto, I have the honor to inform
you as follows:
The pay act approved June 10, 1922 (42 Stat. 625), allows officers commis-

sioned subsequent to June 30, 1922, to count commissioned service only in the
computation of their pay. The enactment of the legislation proposed in the
inclosed bill would credit the officers whom it seeks to relieve with service which
is not credited to officers appointed under the general provisions of law. This
department is aware of no reason why this class of officers should receive special
consideration, and consequently recommends that the bill S. 483 be not enacted
in its present form.
However, there is a very small number of officers who were found qualified for

appointment to the permanent Navy prior to June 30, 1922, in accordance with
the provisions contained in the act of June 4, 1920 (41 Stat. 834-835), but whose
appointments were delayed through no fault of their own, and who, as a conse-
quence, were not able to accept such appointments until after July 1, 1922.
The department believes that these officers are entitled to the benefits of this
proposed legislation and would recommend approval of a bill so worded as to
extend relief to them to the exclusion of officers who did not qualify for appoint-
ment prior to June 30, 1922.

ment and commissioned service in the National Guard when called out by order
of the President. For officers in the service on June 30, 1922, there shall be
included in the computation all service which is now counted in computing
longevity pay.

It will be seen that in accordance with this clause all those who
took the examination will receive benefits of a previous service
for longevity pay, with the exception of the three officers whose
pay status this bill seeks to remedy. These officers all had pre-
vious service either in the Navy or Naval Reserve Force and were
appointed in accordance with the provisions of the act of Congress
approved June 4, 1920 (41 Stat. L. pp. 834-835) :

That officers holding temporary commissioned and warrant ranks in the
Navy and members of the Naval Reserve Force of commissioned and warrant
ranks shall be eligible to transfer to an appointment in the permanent grades
or ranks in the Navy for which they may be found qualified not above that held
by them on the date of transfer, but not to exceed a total of one thousand two
hundred commissioned officers in the line, of which number five hundred may be
appointed from class five, Naval Reserve Flying Corps, with proportionate
number in all Staff Corps as now authorized by law, except, etc.

In view of the fact that the officers afforded relief by this bill
suffered in their pay status due to delay in receipt of their com-
mission through circumstances beyond their control and inasmuch
as other officers who were examined and found qualified at the same
time receive benefits denied the three officers who did not receive
their appointments until after June 30, 1922, the committee feels
that this group of officers should all be put on the same basis and
commends the bill for passage.

Following is a letter received by the committee from the Secretary
of the Navy with reference to a similar bill in the Sixty-eighth Con-
gress, which passed the Senate on May 22, 1924:

NAVY DEPARTMENT,
Washington, January 21, 1924.
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It is believed this could be accomplished by amending the bill (S. 483) as
follows:

In line 6, after the comma following the parenthesis, insert these words "who
were examined and found qualified in all respect for such appointment prior to
June 30, 1922, but whose appointments were delayed subsequent to that date
through no fault of their own.

Sincerely yours,
EDWIN DENBY, Secretary of the Navy.

Following is a letter received by the committee from the Secretary
of the Navy with reference to the bill S. 85:

NAVY DEPART M ENT,
Washington, March 29, 1926.

The CHAIRMAN COMMITTEE ON NAVAL AFFAIRS,
United States Senate, Washington, D. C.

MY DEAR MR. CHAIRMAN: Replying further to the committee's communica-
tion of February 16, 1926, transmitting a copy of a bill (S. 85) to correct the status
of certain commissioned officers of the Navy appointed thereto pursuant to the
provisions of the act of Congress approved June 4, 1920, and requesting to be
furnished with the views of the Navy Department relative to this measure, I have
the honor to inform you as follows:
The records of the Navy Department show that the legislation proposed by

the bill S. 85 will affect two officers only, who were found qualified for appoint-
ment to the permanent Navy prior to June 30, 1922, in accordance with the
provisions of the act of Congress approved June 4, 1920, but whose appointments
were delayed through no fault of their own, and who, in consequence of such
delay, were unable to accept their appointments until after July 1, 1922.
The increased cost to the Government by reason of the retroactive features of

the inclosed bill would be $2,527.25. One of the two officers concerned is now
serving in the grade of lieutenant and is now being paid at the rate of $3,918 per
annum. If the bill is enacted his pay and allowances would be increased to
$4,278 per annum. The other officer is now serving in the grade of lieutenant
(junior grade) and his total pay and allowances equal $3,358 per annum. Under
the terms of the inclosed bill his pay and allowances would be increased to $4,158
per annum.
The bill H. R. 6714, which is identical with S. 85, was referred to the Bureau of

the Budget with the above-stated information as to cost, and under date of March
8, 1926, the Navy Department was informed by the Bureau of the Budget that
the legislation proposed in the bill H. R. 6714, which, as stated above, corresponds
with that contained in S. 85, is in conflict with the financial program of the Presi-
dent.

Sincerely yours,
CURTIS D. WILBUR,

Secretary of the Navy.
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IN RE PACKERS' CONSENT DECREE LITIGATION

APRIL 3, 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

An article appearing in the United States Daily in its issue of March
4, 1926, relating to the dismissal of an appeal in a Government suit,
having been called to the attention of the Senate by the Senator from.
Montana, Mr. Walsh, it was referred to the Committee on the Judi-
ciary. Thereupon the chairman of the committee sent a letter to the
Attorney General calling his attention to the article and asking any
comment that he might desire to make with respect to the matter.
A reply to that communication has been received, and the committee
begs leave to report it to the Senate with the request that it be printed
in the Record together with this report.

DEPARTMENT OF JUSTICE,
Washington, D. C., March 10, 1926.

Hon. ALBERT B. CUMMINS,
United States Senate, Washington, D. C.

MY DEAR SENATOR: I have your letter of March 7, inviting attention to an
article on the packers' consent decree litigation appearing in the United States
Daily, March 4, 1926, which has been the subject of comment in the Senate,
and I am glad to embrace this opportunity to outline for your information the
recent course of this litigation.
The facts attending the original entry of the consent decree are no doubt well

known to you. It was entered against the five big packers, Swift & Co., Armour
& Co. Morris & Co., Wilson & Co., and the Cudahy Packing Co. on February
27, 1920, upon the Government's petition, the packers' answers thereto, and a
stipulation of all parties consenting to the entry of such decree. Its provisions
include injunctions against ownership by the packer defendants of stock in
public stockyards, and against their engaging in the handling, distribution,

and sale of certain unrelated commodities, including wholesale groceries ani
canned fruits. Pending the execution of the decree with reference to ownership

of stockyards stock, an arrangement was consummated whereby the packer

defendants were required to transfer their stock at public stockyards to trustees,

designated by the court, with full power to hold and vote the same until pur-

chasers could be found.
The Southern Wholesale Grocers' Association and the National Wholesale

Grocers' Association were subsequently, in September, 1921, permitted by the
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court to intervene for the purpose of opposing any attempt to vacate or modify
the consent decree, and in September, 1924, the California Cooperative Can-
neries, who claimed that the decree had destroyed their contract with Armour
& Co. for the purchase by that company of a substantial portion of their annual
canned-fruit production, were also given leave to intervene, pursuant to mandate
of the Court of Appeals of the District of Columbia. This intervention was
vigorously opposed by the Government. The lower court sustained the Gov-
ernment's contentions, but was reversed by the court of appeals.

This was followed by motions, both by the California Cooperative Canneries
and by the Swift and Armour groups of defendants, to vacate and set aside the
consent decree. This was also opposed by the Government, and by its order of
May 1, 1925, the Supreme Court of the District of Columbia denied the motion
of Swift and Armour and granted the motion of the California Cooperative Can-
neries so far as to suspend the operation of the decree "until further order of
the court to be made, if at all, after a full hearing on the merits in the usual
course of chancery proceedings."
From this order the United States and the Swift and Armour groups of defend-

ants took respective appeals May 22, 1925, and the National Wholesale Grocers'
Association took an appeal the following day. I am inclosing for your informa-
tion a copy of the transcript of record in the court of appeals in which the pro-
ceedings up to this point are fully set forth. The United States proceeded upon
the theory that the order of May 1 was a final order, or, in any event, an order
changing or affecting the possession of property and therefore appealable as of
right even though interlocutory. Its appeal was based upon this view. Out of
an abundance of caution, however, since the character of the order of May 1 was
somewhat in controversy, it also petitioned the court of appeals May 23, 1925,
for the allowance of a special appeal in case the order were merely interlocutory.
I am inclosing copy of this petition and of the Government's brief in support
thereof. This petition was denied.

Counsel for the canneries later moved in the Supreme Court of the District of
Columbia to strike the Goyernment's appeal on the ground that the order of
May 1 was merely interlocutory, but this motion was denied. I am inclosing
copy of this motion, of the Government's brief in opposition thereto, and of
the court's memorandum opinion in denial thereof.
On October 8, 1925, counsel for the canneries petitioned the court of appeals

to dismiss the appeals of the United States and the wholesale grocers or affirm
the order appealed from, again on the ground that the order of May 1 was merely
interlocutory and would not sustain an appeal as of right. This petition the
court of appeals by its order of November 14, 1925, postponed until the hearing
of the case upon its merits. I am inclosing copy of the canneries' petition and
brief, of the Government's reply brief, and of the court's order.
The United States filed its transcript of record in the court of appeals October

31, 1925, and on February 11, 1926, counsel for the canneries, moved to dismiss
the Government's appeal on the ground that it had not filed its transcript of
record within the required time. I am inclosing copy of this motion and of the
replies thereto by the Government and by the National Wholesale Grocers'
Association. As these deal directly with the immediate question raised in the
Senate, you will no doubt wish to give them your especial attention. The dis-
missal of the appeals of the Government and the wholesale grocers by the court
of appeals followed on February 27.
You will note from the above outline of proceedings in this case that at the

time the appeals were dismissed there were pending before the court of appeals
two motions for such dismissal, one made October 8, 1925, based upon the view
that the order of May 1 was merely interlocutory and not appealable as of
right, and the other made February 11, 1926, based upon the technical objection
that the order was interlocutory and the record had not been filed within 20
days. The previous decision of the court of appeals on the first motion was not a
denial but merely a postponement, and since the dismissal of the appeals was
made without opinion or comment by the court and the court's mandate has not
yet issued, there is nothing to indicate whether it was based in the court's mind
solely upon the motion of February 11, or whether the court took occasion to re-
sume consideration of the motion of October 8 and acted thereon.

If the latter was the case, the dismissal means merely that the Government
was not sustained by the court in its contention that the order of May 1 was such
as to be appealable as of right; and since the Government has already by its
petition for special appeal exhausted its rights in the'court of appeals in case the
order were merely interlocutory, it has now no recourse but to proceed to trial
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upon the issues raised by the pleadings in the Supreme Court of the District of
Columbia, unless it chooses to seek a review of the action of the court of appeals
by the Supreme Court of the United States. Whether such a review will be
sought will be determined by the Solicitor General.

If, on the other hand, the court's order of dismissal was based purely upon
the motion of February 11, the court of appeals must have determined, contrary
to the contentions of the Government, that the order appealed from was inter-
locutory and not final, and must have applied a new construction of rule 15 of
the court of appeals, governing the time for filing transcripts of records. The
Government's appeal was one 'entered and perfected in the court below," and
it consequently proceeded under section 1 of rule 15, which reads as follows:
"Docketing of cases: When an appeal is entered and perfected in the court

below after March 1, 1923, it shall be the duty of the appellant within 90 days
from the time the appeal is so entered and perfected to produce and file with the
clerk of this court a transcript of the record in the case; and such time shall not
be extended except by this court for extraordinary reasons shown; and if he shall
fail to file the transcript within the time limited therefor, the appellee shall be
allowed to file a copy or transcript of the record with the clerk of this court, and
the cause shall stand for trial in the like manner as if the transcript had been filed
by the appellant in due time; or the appellee may, after the time limited for filing
the transcript in this court by the appellant has expired, and upon his or her
default in respect thereto, upon producing a certificate showing the entry of appeal
and the date thereof, have said appeal docketed and dismissed; and in no case
shall the appellant be entitled to docket the case and file the record after said
appeal shall have been docketed and dismissed under this rule, unless by special
order of the court, upon satisfactory reason shown: Provided, however, That in
computing the 90-day period for compliance herewith the time from July 1 to
September 30, inclusive, shall be excluded."
The motion of the canneries was based upon section 2 of rule 15, which is as

follows:
"2. In all cases of appeal from an interlocutory order or decree of the Supreme

Court of the District of Columbia the transcript of the record shall be filed in
this court within 20 days from the entry of the order of the allowance of such
appeal, unless such time, for special and sufficient cause, shall be extended for a
definite and fixed period by order of a justice of the Supreme Court of the Dis-
trict of Columbia."

This section, you will note, applies in terms to all appeals from interlocutory
orders, but it has always been understood to apply only to special appeals such
as the Government requested in its petition of May 23, 1925, since it would
otherwise conflict with section 1 of the same rule. It is so referred to in the index
to the court of appeals rules, and in Notes on Practice in the Court of Appeals
of the District of Columbia (sees. 55, 84) by Moncure Burke, assistant clerk
of the court; and this view was adopted both by the clerk of the Supreme Court
of the District of Columbia, who made up the transcript of record, and even by
the counsel for the California Cooperative Canneries.
The clerk in his letter of August 14, 1925, to counsel for the National Whole-

sale Grocers' Association advised them that the transcript of record was not
due in the court of appeals in this case until November 16, 1925. (P. 6, Memo-
randum of National Wholesale Grocers' Association in opposition to motion to
dismiss appeal, attached.) Counsel for the California Cooperative Canneries in

its petition to dismiss or affirm filed October 8, 1925, long after the expiration of

the 20 days within which he later claimed the transcript should have been filed,

said, on page 3:
"Neither of the respondents to this petition has docketed its appeal or filed

any transcript of record in this court, and the time for doing so has not expired

and will not expire for about two months from the date hereof."
The single case upon which the canneries relied for its last motion to dismiss

was a case decided by the court of appeals without argument and without opin-

ion, October 14, 1925, which was likewise long after the expiration of the time

required by section 2 of rule 15, if that section is applicable. It is the only case

disclosed by a thorough search of the authorities in which an appeal "entered

and perfected in the court below" has ever been dismissed under section 2.

You will find the Government's argument on this question set forth fully in

its reply to the canneries' motion of February- 11, attached.
I have outlined above the procedure of the Government in some detail so that

you may the more fully appreciate the diligence with which it has pursued every

step in this litigation. Involving as it does the enforcement of antitrust laws, it
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has been in charge of the Assistant to the Attorney General, William J. Donovan,
who has supervision of all matters of enforcement of antitrust laws. Colonel
Donovan has been assisted in this work by Assistant Attorney General Herman
J. Galloway, and by Hon. Frank K. Nebeker and H. B. Teegarden, special assist-
ants to the Attorney G/oneral. Mr. Galloway has been intimately associated
with this case since March, 1920, shortly after the entry of the consent decree,
and has continued to assist in an advisory capacity since his appointment to his
present post as Assistant Attorney General in charge of the Court of Claims sec-
tion of this department. Mr. Nebeker, who has been employed as special counsel
in this case, was Assistant to the Attorney General and tn charge of the enforce-
ment of antitrust laws, under the Hon. A. Mitchell Palmer, then Attorney General
of the United States, at the time the consent decree was originally entered.

While it is inappropriate to enter into any controversy with opposing counsel
as to the effect of the court's recent act'on in this case, it seems an exaggeration
to say, as stated by the counsel for the canneries in the newspaper article in ques-
tion, that this action places the packers in the same position as that which they
occupied before the entry of the consent decree in 1920. The packers—Armour
& Co. and Swift & Co.—are still prosecuting their appeal in the Court of Appeals
of the District of Columbia from the order of May 1, 1925, refusing to vacate the
consent decree; and as a result of the court's action upon the other appeals the
Government is now free to proceed to trial upon the issues of fact raised by the
pleadings in the intervention of the California Cooperative Canneries. The
consent decree of 1920 still stands, in the words of the Supreme Court of the Dis-
trict of Columbia, a valid decree (p. 341, transcript of record, attached), whose
operation is merely suspended until further order of the court after this trial
has been completed.

This case will continue to have the closest attention of the Department of
Justice, and should you desire any further information as to its progress I am,
as you know, ever at your service.

Yours very truly,
JOHN G. SARGENT, Attorney General.
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BRIDGE ACROSS THE OHIO RIVER, AT OR NEAR GAL-
LIPOLIS, OHIO

APRIL 5, 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany S. 3499]

The Committee on Commerce, to whom was referred the bill
(S. 3499) granting the consent of Congress to the Gallia County
Ohio River Bridge Co. and its successors and assigns to construct
a bridge across the Ohio River at or near Gallipolis, Ohio, have
considered the same and report thereon with an amendment, and as
so amended recommend that the bill do pass.

Strike out all after the enacting clause and, in lieu thereof, insert
the following:
That the consent of Congress is hereby granted to the Gallia County Ohio River

Bridge Company, its successors and assigns, to construct, maintain, and operate

a bridge and approaches thereto across the Ohio River, at a point suitable to the

interests of navigation, at or near Gallipolis, Ohio, in the county of Gallia,
in the State of Ohio, in accordance with the provisions of the act entitled "An

act to regulate the construction of bridges over navigable waters," approved

March 23, 1906, and subject to the conditions and limitations 'contained in this

act. The construction of such bridge shall not be commenced, nor shall any

alteration in such bridge be made either before or after its completion, until plans

and specifications for such construction or alteration have been submitted to

the Secretary of War and the Chief of Engineers and approved by them as being

adequate from the standpoint of the volume and weight of the traffic which

will pass over it.
SEC. 2. There is hereby conferred upon the said Gallia County Ohio River

Bridge Company, its successors and assigns, all such rights and powers to enter

upon lands and to acquire, condemn, appropriate, occupy, possess, and use real

estate and other property needed for the location, construction, operation, and

maintenance of such bridge and its approaches and terminals as are possessed

by bridge corporations for bridge purposes in the State in which such real estate

and other property are located upon making proper compensation therefor, to

be ascertained according to the laws of the State of Ohio; and the proceedings

thereof may be the same as in the condemnation and expropriation of property

in such State.
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SEC. 3. The said Gallia County Ohio River Bridge Company, its successors
and assigns, are hereby authorized to fix and charge tolls for transit over such
bridge and the rates so fixed shall be the legal rates until changed by the Secretary
of War under the authority contained in such act of March 23, 1906.

SEC. 4. After the date of the completion of such bridge, as determined by the
Secretary of War, either the State of Ohio, any political subdivision thereof
within which any part of such bridge is located, or two or more of them jointly,
may at any time acquire and take over all right, title, and interest in such bridge
and, approaches, and interests in real property necessary therefor, by purchase,
or by condemnation in accordance with the law of such State governing the
adquisition of private property for public purposes by condemnation. If at any
time after the expiration of twenty years after the completion of such bridge
it is acquired by condemnation, the amount of damages or compensation to be
allowed shall not include good will, going value, or prospective revenues or profits,
but shall be limited to the sum of (1) the actual cost of constructing such bridge
and approaches less a reasonable deduction for actual depreciation in respect
of such bridge and approaches, (2) the actual cost of acquiring such interests in
real property, (3) actual financing and promotion costs (not to exceed 10 per
centum of the sum of the cost of construction of such bridge and approaches
and the acquisition of such interests in real property), and (4) actual expenditures
for necessary improvements.

SEC. 5. The said Gallia County Ohio River Bridge Company, its successors
and assigns, shall, immediately after the completion of such bridge, file with the
Secretary of War a sworn itemized statement showing the actual original cost
of constructing such bridge and approaches, including the actual cost of acquir-
ing interests in real property and actual financing and promotion costs. Within
three years after the completion of such bridge, the Secretary of War shall
investigate the actual cost of such bridge, and for such purpose the said Gallia
County Ohio River Bridge Company, its successors and assigns, shall make
available to the Secretary of War all of its records in connection with the financing
and construction thereof. The findings of the Secretary of War as to such
actual original cost shall be conclusive.

SEC. 6. The right to sell, assign, transfer, and mortgage all the rights, powers,
and privileges conferred by this act is hereby granted to the said Gallia County
Ohio River Bridge Company, its successors and assigns, and any corporation
to which such rights, powers, and privileges may be sold, assigned, or trans-
ferred, or which shall acquire the same by mortgage foreclosure or otherwise,
is hereby authorized and empowered to exercise the same as fully as though
conferred herein directly upon such corporation.

7. The right to alter, amend, or repeal this act is hereby expressly
reserved.
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GIVING AND GRANTING CONSENT TO AN AMENDMENT TO THE
CONSTITUTION OF THE STATE OF NEW MEXICO

APRIL 5, 1926.—Ordered to be printed

Mr. JONES of New Mexico, from the Committee on Public Lands
and Surveys, submitted the following

REPORT

[To accompany S. J. Res. 46]

The Committee on Public Lands and Surveys, to whom was
referred the resolution (S. J. Res. 46) giving and granting consent to
an amendment to the constitution of the State of New Mexico pro-
viding that the moneys derived from the lands heretofore granted or
confirmed to that State by Congress may be apportioned to the
several objects for which said lands were granted or confirmed in
proportion to the number of acres granted for each object, and to,
the enactment of such laws and regulations as may be necessary to
carry the same into effect, having carefully considered the same,
reports favorably thereon with the recommendation that the reso-
lution do pass without amendment.
By the terms of the enabling act of the State of New Mexico Con-

gress granted to, that State approximately 12,000,000 acres of land
for certain enumerated purposes. Sections 2, 16, 32, and 36 in each
township not otherwise appropriated at the time said act was passed
were granted for the support of common schools. The following
grants for the respective purposes and in the respective amounts
stated were made, to wit: for university purposes, 100,000 acres;
for legislative, executive, and judicial public buildings theretofore
in said Territory or thereafter erected in the State and for the retire-
ment of bonds issued for such purposes, 100,000 acres; for insane
asylums, 100,000 acres; for penitentiaries, 100,000 acres; for schools
and asylums for the deaf, dumb, and blind, 100,000 acres; for miners'
hospitals for disabled miners, 50,000 acres; for normal schools, 200,000
acres; for State charitable, penal, and reformatory institutions,
100,000 acres; for agricultural and mechanical colleges, 150,000
acres; for school of mines, 150,000 acres; for military institutes,
100,000 acres.
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The act further provided:
A separate fund shall be established for each of the several objects for which

the said grants are hereby made or confirmed, and whenever any moneys shall
be in any manner derived from any of said land the same shall be deposited by the
State treasurer in the fund corresponding to the grant under which the particular
land producing such moneys were by this act conveyed or confirmed. No moneys
shall evpr be taken from one fund for deposit in any other, or for any object
other than that for which the land producing the same was granted or confirmed.
The State treasurer shall keep all such moneys invested in safe interest-bearing
securities, which securities shall be approved by the governor and secretary of
state of said proposed State, and shall at all times be under a good and sufficient
bond or bonds conditioned for the faithful performance of his duties in regard
thereto as defined by this act and the laws of the State not in conflict herewith.

These provisions of the enabling act were accepted by the State of
New Mexico through section 9 of Article XXI of its constitution,
which reads:

This State and its people consent to all and singular the provisions of the said
act of Congress, approved June twentieth, nineteen hundred and ten, concerning
the lands by said act granted or confirmed to this State, the terms and conditions
upon which said grants and confirmations were made, and the means and manner
of enforcing such terms and conditions, all in every respect and particular as in
said act provided.

It was expressly provided that where sections 2, 16, 32, and 36,
or any parts thereof, were mineral in character, had been sold, re-
served, otherwise appropriated or reserved, other lands should be
selected in lieu thereof and that the lands granted in quantity should
be selected from the surveyed, unreserved, unappropriated, and non-
mineral lands of the United States within the limits of said State.
The lands so conveyed were deemed to be and regarded as non-
mineral in character and of about equal value acre for acre.
Obviously Congress intended and desired that the value of the

land granted for each of the above-named objects and purposes
should bear the same proportion to the value of the entire grant that
the number of acres granted for such objects and purposes respectively
bore to the total acreage and that the income should approximate
the same ratio.
About two years ago oil was discovered in the southeastern part

of the State in what is called the Artesia field. This discovery was
made upon a township of land acquired by the State University of
the State of New Mexico under the enabling act. This increased the
income of the university to such extent that it no longer bore the pro-
portion and ratio to the other beneficiaries of the trust created by the
grant that was contemplated by the act of Congress.
The development of oil and gas in the State of New Mexico is

increasing. Much geological surveying and other investigation is
occurring. It may reasonably be expected that oil and gas will be
discoered upon some of the lands acquired by the other State
institutions and common schools referred to.
In order to carry out the plain purposes of the grant and maintain

the same proportion and ratio of income among the various bene-
ficiaries, the legislature of the State at its last regular session sub-
mitted to the electorate thereof the following constitutional amend-
ment to be voted upon at the regular election to be held in said State
during November, 1926, to wit:
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All moneys in any manner derived from the lands which have been granted or
confirmed to the State by Congress shall be apportioned to the separate funds
established for the several objects, incuding the Eastern Normal University, for
which said lands were granted or confirmed in proportion to the number of acres
so granted or confirmed for each of said objects.

The amendment changes the method of distributing the income
from that prescribed in the enabling act. It is necessary, therefore,
that the consent of Congress be obtained. It is the purpose of this
joint resolution to grant such consent. The resolution merely
consents that the people of New Mexico may vote upon the constitu-
tional amendment proposed, which confines the distribution of
income to the beneficiaries of the grant and provides that such dis-
tribution shall be in proportion to the original grants, thus per-
petuating the plain intent of Congress at the time the enabling act
was enacted. An opinion from the Department of Justice, a tele-
gram from the president of the State University of New Mexico, one
from its board of regents, and a statement from its attorneys are
attached hereto.

MARCH 20, 1926.
HOD. ROBERT N. STANFIELD,

Chairman Committee on Public Lands and Surveys,
United States Senate, Washington, D. C.

MY DEAR SENATOR: I have the honor to refer further to your letter of the
18th ultimo transmitting for an expression of my views a copy of Senate Joint
Resolution 46. This resolution would give consent to an amendment to the con-
stitution of the State of New Mexico providing that the moneys derived from
the lands heretofore granted or confirmed to that State by Congress may be
apportioned to the several objects for which said lands were granted or confirmed
in proportion to the number of acres granted for each object, and consent to the
enactment of such laws and regulations as may be necessary to carry such amend-
ment into effect.
I have the honor to say that this department sees no objection to the provisions

of the resolution.
Respectfully,

WILLIAM D. MITCHELL,
Acting Attorney General.

[Telegram]

ALBUQUERQUE, N. MEX., March 7, 1926.
Senator SAM G. BRATTON,

The Senate Chamber, Washington, D. C.:

I respectfully request that this message be read aloud in full and be printed as
part of the official record at hearing Monday of Senate bill 46, relating to proposed
constitutional amendment in New Mexico, and, in fact, affecting income from oil
found recently and mainly on lands of State University of New Mexico. As
citizen, taxpayer, and as president of University of New Mexico, I earnestly pro-
test recommendation or passage of this resolution 46, and on these five grounds:
First, the measure proposes a bad national precedent; second, it would cause
diversion, in part, of educational funds to noneducational purposes, such as
river improvement, hospital, penitentiary; third, education in common schools is
vitally dependent upon quality of higher institutions, and this act affects un-
favorably all public colleges of this State; fourth, coupled with action of New
Mexico State land office, the amendment would cause loss of 97 per cent of in-
terest on money derived from oil lands given to the State by Congress for the
exclusive use of the University. Finally, I submit that this measure inits actual
results is not well understood by the people of New Mexico or of the Nation. It
has not been voted upon by the electorate of this State. I believe it should not

pass without searching investigation and study.
DAVID S. HILL,

President State University of New Mexico.
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Senator SAM G. BRATTON,
The Senate Chamber, Washington, D. C.:

The undersigned, the board of regents of the State University of New Mexico,
respectfully ask your immediate and thoughtful consideration of Joint Resolution
46 now pending in Congress and which affects a proposed constitutional amend-
ment in New Mexico, which amendment should not be confused with any other
measure with regard to lands in New Mexico and now before Congress. Will
you therefore please have this message made part of the record both in the Senate
and in the House of Representatives at an early hour? Our six reasons for protest
are these: (1) The measure proposes a bad national precedent; (2) it would cause
diversion in part of educational funds to noneducational purposes, such as river
improvement, miners' hospital, penitentiary, county bonds; (3) education in
common schools is vitally dependent upon quality of higher institutions, and this
act affects unfavorably all public colleges of this State and other States similarly
situated; (4) the amendment would cause loss to the university of 97 per cent of
the interest on moneys derived from oil lands given to the State by Congress for
the exclusive use of the university; (5) the original intention of Congress to endow
the university with specific sources of revenue from land grants for the definite
purposes of higher education would be defeated, and this prinicple applies to all
other specific endowment by land grants from Congress—pooling of incomes from
lands will not bring about the original results desired and guaranteed to higher
education by Congress; (6) this measure has not been voted upon by the people
of New Mexico and in its actual results is not well understood by the people of
New Mexico or of the nation.

[Telegram]

ALBUQUERQUE, N. MEX., March 27, 1926.

NATHAN JAFFA,
A. A. SEDILLO,
J. A. REIDY,
FRANCES E. NIXON,
CHARLES H. LEMBKE,

Regents of the University of New Mexico.

STATEMENT IN BEHALF OF THE REGENTS OF THE UNIVERSITY OF NEW MEXICO IN
CONNECTION WITH SENATE RESOLUTION NO. 46

ALBUQUERQUE, N. MEX., March 4, 1926.
To the Public Lands Committee of the United States Senate:
The undersigned appear as attorneys and agents of the board of regents of the

University of New Mexico in opposition to this joint resolution. The opposition
of the university is upon two grounds: First, because the resolution is believed
to be an attack upon the university and an attempt to deprive it of money or
property to which it is justly entitled. In the second place, it is urged that the
resolution, if passed, would be wholly illegal and would not accomplish the
ultimate result intended.
The need for an institution of higher learning in New Mexico was first recog-

nized by the Congress of the United States by its act of July 22, 1854 (sec. 6),
under which two townships of the public lands were reserved for the purpose of
the establishment of a university in the then Territory of New Mexico. By the
act of Congress of June 21, 1898, the reservation made in 1854 was granted to the
Territory of New Mexico for university purposes, and an additional grant of
65,000 acres and all saline lands was also made for the same purpose. The next
grant for university purposes was by the act of 1910, commonly known as the
enabling act. This contained a grant of 200,000 acres for university purposes.
By both the act of 1898 and the act of 1910 other grants to other institutions,
purposes, or things were made. We show the purpose, acreage, etc., of all these
grants in a schedule thereof, made Exhibit A to this statement. It will be noted
that the land granted for all purposes is 12,055,598.55 acres. Pursuant to the
terms of the two acts the lands have been all selected for the different purposes
and selecnons approved, such approval having substantially the same effect as a
patent.

Until a year and a half ago, the revenue or money derived from these grant
lands consisted almost entirely of rental for grazing purposes, and moneys derived
from the sale thereof. The great bulk of the land sold was grazing land and
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brought the minimum price of $3 or $5 per acre. With some minor differences,the income or money realized for the benefit of the different purposes or objectsof the two grants has been the same, in proportion to the size of the differentgrants, until a little more than a year ago, when a small oil field was discovered intownship 18 south, range 28 east, New Mexico principal meridian, which hasresulted in oil royalties from State lands in such township.
Under the act of 1898, lands had been selected for university purposes in suchtownship to the extent of approximately 13,680 acres, which were clear listed onJuly 18, 1903. Oil has been discovered on the greater part, if not all, of this 13,680acres. In accordance with the plan laid down in both the granting acts of Con-gress, the royalties realized and to be realized from these lands would go into thepermanent or current funds of the university, subject, however, to legislativecontrol as to the expenditure thereof. This situation has arisen entirely throughaccident, unless the intervention of Divine Providence in behalf of a small, poor,struggling, but ambitious instit tion may be credited. This has excited thecupidity of other institutions or of persons in charge of other projects supportedor endowed by Federal grants of lands. The result has been the passing by theNew Mexico Legislature of Joint Resolution No. 10, which proposes to changethe whole scheme or plan of the original Federal grant of lands. This resolutionwas prepared, caused to be introduced, and fostered in its passage by persons orinstitutions having in view the getting for themselves of a part of the oil royaltieswhich the university had been so fortunate as to acquire. To accomplish thisresult the proponents of the proposed constitutional amendment seek to haveCongress consent to a general pooling of the different land grants to the State ofNew Mexico.
In the form which this question now reaches Congress, it carries with it at leastthe semblance of being the expression of the desire of a majority of the peopleof New Mexico, speaking through their legislature. In considering the matter,the true situation and object sought to be accomplished should, we believe, bekept in view.
It is urged in behalf of this plan that it is necessary in order to preserve theoriginal proportions between the different purposes of the grants. We answerthis by saying that this is not the real purpose. We say that the object soughtby the proponents of this scheme is to take away from the university somethingwhich good fortune has brought it and to acquire the same for themselves. Theuniversity strenuously objects to this procedure and appeals and asks for fairplay—for a square deal. It asks that it be permitted to keep what fairly andlegally belongs to it and that Congress do not lend its aid to the scheme to deprivethe university of this small good fortune.
In their anxiety to acquire this property the persons fostering the scheme have

even overreached themselves. The results to the university would be disastrous
and the benefits to the institutions or things fostering this legislation and needing
funds will be negligible. This statement is explained by the following consid-
erations:

Within the developed oil field there is as much or more common-school land asuniversity. Hence, the common schools will receive as much or more oil royalties
as the university under the present status. Added to this is the fact that the
original grant of lands for common schools in New Mexico is nearly twice, as to
number of sections, that of the grants to any other State except Arizona and
Utah. The common schools are amply and generouslyj provided for in New
Mexico, both by grants of lands and the power to levy general and local taxes.
Contrasted with this, the university is supported by legislative largess and a
grant of land of only approximately 300,000 acres, as compared to a grant for
common schools of approximately 8,500,000 acres. The total acreage of Federal
land grants in New Mexico is a little over 12,000,000 acres. The grant to the
university is about 310,000 acres and to common schools about 8,500,000 acres.
Under the system proposed, the university would get about 0.025 and the com-
mon schools 0.70 plus. The extent of participation in oil royalties expressed in
approximate percentages of other institutions or purposes would be:
Public buildings_ 0. 01
Agricultural college. 02
Permanent water reservoirs 04
Improvement of Rio Grande 008
Insane asylum 004
School of mines 016
Deaf and dumb school 004
Reform school 004

S R-69-1—vol 2-20
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Normal schools 0.025
Institution for blind 004
Mines hospital 008
Military institute  012
Penitentiary 012
Deaf, dumb, and blind 008
Charitable, penal, and reform institution 008
Santa Fe and Grant County bonds 083

Stated shortly, the great benefit of this proposed amendment would be to the
common schools, which are already generously and amply provided for, and the
percentage of benefit going to the proponents of the scheme would be very
small indeed. Instead of preserving a proper proportion between the original
objects or purposes of the grant, this scheme would only increase the proportion
of the common schools, which received 70 per cent of the grant in the first place
and need no further aid now.
The second ground of objection to this resolution is to a large degree technical,

but arises out of the anxiety and hurry of the persons formulating this plan.
Senate Joint Resolution No. 46 in form is a consent by Congress that Joint
Resolution No. 10 of the 1923 New Mexico Legislature be submitted to a vote
of the electors. We contend that Senate Joint Resolution No. 46, even if
passed, would be futile for the reason that Joint Resolution No. 10 is so defective
as to constitute no authority for the submission of the constitutional amend-
ment proposed thereby to the electors of New Mexico. This contention is
based upon the following considerations:
We believe that a condition precedent to action by the New Mexico Legisla-

ture in the way of a resolution proposing an amendment to the New Mexico
constitution with reference to the compact with the United States, is the per-
mission of the United States through an act of Congress. As a preliminary
premise it can be stated that this proposed amendment constitutes a change or
amendment of Article XXI, "Compact with the United States" of the New
Mexico constitution. This is clearly correct for these reasons: The enabling
act, section No. 10, provides in effect that any money derived from lands granted
for a specific purpose shall be placed in the fund established for such purpose and
never diverted to another purpose. By section 9, Article XXI, of the New
Mexico constitution the State and its people consented to all the terms and
conditions of the grant of lands provided for in the enabling act. In effect, the
terms and conditions of the grant of lands were written into the constitution.
The proposed amendment would change these terms and conditions.

Article XIX of the New Mexico constitution contains the procedure for the
amendment thereof. Section 1 is general in its nature and appears to have been
followed for the purpose of the resolution under consideration. It is, however,
not applicable to the situation. A resolution proposing to amend the constitu-
tion relative to the compact with the United States must conform to section 4 of
Article XIX. This section 4 is as follows:
"When the United States shall consent thereto, the legislature, by a majority

vote of the members in each house, may submit to the people the question of
amending any provision of Article XXI of this constitution on compact with the
United States to the extent allowed by the act of Congress permitting the same,
and if a majority of the qualified electors who vote upon any such amendment
shall vote in favor thereof the said article shall be thereby amended accordingly."

As already stated, in our opinion this makes congressional action a condition
precedent to the initiation of a constitutional amendment of this character by
the legislature. A careful analysis of the language used demonstrates this. It
is provided that when the United States consents, the legislature may submit
the amendment to the people. This certainly implies that Congress must first
act as a condition precedent to any action by the State. It might be urged
that the mere order of action is not material and that all that was intended was
concurrent action by the State and the United States. Reference to the balance
of this section shows this argument to be not well taken. It is provided that the
legislature can only propose an amendment to the extent of the consent or per-
mission of Congress. How can the legislature act until the limits of the amend-
ment they are empowered to submit are first fixed by Congress?
As an illustration, it can be easily supposed that a certain member or certain

members of the New Mexico Legislature might vote one way on a joint resolu-
tion initiated by that body and another and different way on a joint resolution
initiated by Congress and containing limitations which were not agreeable. In
other words, the provision that• Congress must first consent before any State
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legislation has or might have the effect of changing the result of the vote by theState legislature, and hence must be followed.

Further, it might be suggested that the American scheme of government doesnot permit Congress to thus control or dictate to a State as to the amendment ofits constitution. This is generally true, but when it is considered that the amend-
ment has to do with the compact of the United States with the State, the reasonfor the right is apparent. At the time the United States granted and confirmed
these lands to the State, it was under no legal obligations so to do. It was in the
position of either making the grant or not, and hence had the clear right to dictate
any terms in connection therewith. This it did and not only attached certain
trusts and conditions but required the State to accede thereto in its constitution,
and also place in its constitution section 4 of Article XIX, preventing an amend-
ment upon the subject matter, unless the United States should first consent
thereto.
The effect of the whole transaction was to create a solemn and binding contract

or compact supported by a consideration between the United States and the
State. The State has no legal or moral right to violate this contract. It is to be
noted also that Article XIX, on amendments, was drafted by the Congress of
the United States, and its passage or inclusion in the State constitution made a
condition to statehood.
In closing, we direct the attention of the committee to the testimony of George

S. Downer before a subcommittee of the Committee on Public Lands pursuant to
Senate Resolution No. 347, found at page 3640 of part 13 of the hearing held by
such committee, which has to do in part with the question presented in Senate
Joint Resolution No. 46.

Respectfully submitted.

EXHIBIT A

DOWNER & KELEHER,
By GEORGE S. DOWNER.

Purpose
Act of
June 21,
1898

Enabling
act Total

Acres Acres AcresCommon school (0 (2) 8,404,000Public buildings 32, 000 100, 000 132, 000
University { 3 44, 598.
 4 65,000

55} , 200, 000 309, 598, 55
Agricultural college 100,000 150,000 250,000Permanent water reserve 500, 000 500, 000Improvement of Rio Grande 100,000 100, 000Insane asylum 50, 000 50, 000School of mines 50.000 150, 000 200,000Deaf and dumb school_ 50, 000 50,000Reform school 50, 000 50, 000Normal schools 100, 000 200,000 300,000Institution for blind 50, 000 50, 000Mines hospital 50,000 50, 000 100,000Military Institute 50, 000 100, 000 150, 000Penitentiary 50, 000 100, 000 150, 000Deaf, dumb, and blind 100,000 100,000Charitable, penal, and reform institution 100, 000 100, 000Santa Fe and Grant County bonds 

Total 
1,000, 000 1,000, 000

 12,055, 598. 55

Sections 16 and 36 of each township.
3 Sections 2 and 32 of each township.
3 Two townships reserved in 1854.
4 All saline lands.
Withdrawn.



I



Calendar No. 557
69TH CONGRESS } SENATE { REPORT

/8t Session No. 556

AMENDMENT OF PARAGRAPH 18, SECTION 1 OF THE
INTERSTATE COMMERCE ACT

APRIL 5, 1926.—Ordered to be printed

Mr. MAYFIELD, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany S. 750]

The Committee on Interstate Commerce, to which was referred the
bill (S. 750) to amend paragraph (18) of section 1 of the interstate
commerce act as amended, reports the same to the Senate with amend-
ments.
The bill as amended leaves to the Intersate Commerce Commission

the jurisdiction over entirely new railroad construction conferred
upon it by paragraph (18) of section 1 of the commerce act, but ex-
isting carriers desiring to extend their lines are not required to secure
from the commission certificates of public convenience and necessity.

The unparalleled industrial development of America during the
last century is largely due to the magnitude and efficiency of its
transportation system. Cheap and rapid transportation has been
and remains the most vital factor in our whole economic structure.
We ought not to deny to the vast undeveloped and semideveloped
areas of the country, existing principally west of the Mississippi
River, the benefits of those same instrumentalities that have made
transportation cheap and rapid in the eastern half of the Nation.
The interest of the entire country requires and the sentiment of the
people demands that the unwise and unnecessary restrictions imposed
on the extension of existing carriers should be entirely eliminated.
A proposal to extend a railroad is not a lawsuit and ought not to

be treated as such, and the delay, as well as the expense, incident to
the determination of applications for certificates of convenience and
necessity is sufficient to defeat many meritorious proposals and indefi-
nite delay is tantamount to a denial of justice. Conditions favor-
able for underwriting new railroad projects in the United States
have always been of periodical recurrence. Such ventures must be
launched when the financial tide is coming in. Many applications
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for certificates to extend existing railroads are now pending before
the commission. Any of the projects that lacks merit, whether it be
sanctioned or refused by the commission will die of its intrinsic weak-
ness. Those that have the necessary financial and commercial sup-
port, by these very facts, stand approved as meritorious.
Production is beginning to constitute a strain on transportation.

There should be a safe margin. The extent and efficiency of our
transportation system set a limitation on the volume of our produc-
tion. In the interest of greater progress and prosperity, artificial
restrictions imposed upon the development of our transportation
system as applied to existing carriers should be removed. •
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RELIEF OF CERTAIN FORMER OFFICERS OF THE UNITED STATES
NAVAL RESERVE FORCE AND UNITED STATES MARINE CORPS

RESERVE

APRIL 5 (calendar day, APRIL 6), 1926.—Ordered to be printed

Mr. SHORTRIDGE, from the Committee on Naval Affairs, submitted
the following

REPORT

[To accompany S. 34801

The Committee on Naval Affairs to whom was referred the bill
(S. 3480) for the relief of former officers of the United States Naval
Reserve Force and United States Marine Corps Reserve who were
erroneously released from active duty and disenrolled at places other
than their homes or places of enrollment, having considered the same,
report favorably thereon with certain amendments and as amended
recommend that the bill do pass:

Line 3, strike out the words "Secretary of the Navy" and insert
in lieu thereof the words "General Accounting Office."

Line 6, after the word "formed," strike out the word "from"
and insert the words "within one year from date and."
Page 2, line 4, change the period to a colon and add:
Provided, That the provisions of this act shall be applicable only to former

officers of the United States Naval Reserve Force or United States Marine Corps
Reserve who were actually released from active duty or disenrolled under honor-
able conditions prior to July 1, 1922.

The purpose of the bill is to authorize the payment of mileage, at
the rate of 8 cents per mile, to those officers who were erroneously
released from active duty and disenrolled at places other than their
homes or places of enrollment.
The bill as amended meets with the approval of '6he Navy De-

partment, as shown by the following letter from the Secretary of the
Navy, dated March 29, 1926:

NAVY DEPARTMENT,
Washington, March 29, 1926.

The CHAIRMAN COMMITTEE ON NAVAL AFFAIRS,
United States Senate, Washington, D. C.

MY DEAR MR. CHAIRMAN: Replying further to the committee's indorsement
of March 10, 1926, inclosing a bill (S. 3480) for the relief of former officers of the
United States Naval Reserve Force and the United States Marine Corps Reserve
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who were erroneously released from active duty and disenrolled at places other
than their homes or places of enrollment, and requesting the views and recom-
mendations of the Navy Department thereon, I have the honor to inform you
as follows:

During the World War many persons were enrolled in enlisted ratings in the
United States Naval Reserve Force and thereafter, without any break in con-
tinuity of their reserve service, were given provisional assignments as officers.
Subsequently they were disenrolled as officers at the place where their provisional
assignments were given them and no mileage was allowed under such circum-
stances, thereby necessitating the officers concerned to proceed to their homes or
places of enrollment at their own expense.
The Navy Department could not legally reimburse these officers for the

expenses so incurred by them, because such persons had no legal right to mileage
in lieu of the expenses incurred in traveling from their places of disenrollment to
their homes or places of enrollment. The law (acts of July 1, 1918, 40 Stat. 712,
and March 3, 1901, 31 Stat. 1029; and article 4490, U. S. Navy Regulations)
authorizing mileage to officers required that travel should be performed under
orders. -
As no travel orders in such cases had been issued to the officers concerned,

they could not be considered as having performed the travel in question under
orders. Furthermore, as these officers had been disenrolled and were out of the
service at the time such travel was performed, they unquestionably did not have
the status of officers.

It is impracticable to determine with accuracy the cost of this proposed legis-
lation. Approximately 31,000 reserve officers were released from active service
following the World War, and in order to ascertain the cost involved it would
be necessary to search the records of each of these officers. The clerical force of
the Navy Department is inadequate for this purpose.

This proposed legislation was referred to the Director of the Bureau of the
Budget with the information above stated as to cost, and it was further stated
that the Navy Department contemplated recommending favorable action on
the bill S. 3480, provided it were amended so as to provide for the payment of
mileage by the General Accounting Office rather than by the Secretary of the
Navy, place a time limit of one year within which the travel must have been
performed, and limit the application of the bill to officers released from active
duty prior to July 1, 1922. Under date of March 5, 1926, the Navy Department
was informed that this report would not be in conflict with the financial program
of the President.

Accordingly the Navy Department recommends that the bill S. 3480 be.
amended as follows:
(1) In line 3, page 1, strike out the words "Secretary of the Navy" and insert

in lieu thereof the words "General Accounting Office."
(2) In line 6, page 1, after "formed," strike out the word "from" and insert

in lieu thereof the words "within one year from date and."
(3) In line 4, page 2, change the period to a colon and add the following proviso:
"Provided, That the provisions of this act shall be applicable only to former

officers of the United States Naval Reserve Force or United States Marine Corps
Reserve who were actually released from active duty or disenrolled under honor-
able conditions prior to July 1, 1922."
The Navy Department recommends the enactment of the bill S. 3480, provided

it be amended as above suggested.
Sincerely yours,

CURTIS D. WILBUR,
Secretary of the Navy.
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AGREEMENT BY THE SECRETARY OF WAR WITH THE
CLARENDON COMMUNITY SEWERAGE CO.

APRIL 5 (calendar day, APRIL 6), 1926.—Ordered to be printed

Mr. CAMERON, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany H. R. 39211

The Committee on Military Affairs, to which was referred the bill
(H. R. 3921) authorizing the Secretary of War to grant the Clarendon
Community Sewerage Co. a right of way for a sewer line through the
Fort Myer Military Reservation, having considered the bill, reports
thereon with the recommendation that it do pass.
The Sewerage Co. is not organized for profit, and under its charter

those who are connected with it can receive no dividends. It serves
the public without any remuneration. Operating in Arlington
County, Va., which is in close proximity to the District of Columbia,
it has already laid about 10,000 feet of pipe which drains into a
septic tank. What is now desired is to lay in addition one 10-inch
pipe aceross the two military roads and the northwest corner of the
Fort Myer Military Reservation

' 
for a distance of about 1,300 feet,

not near any of the buildings on the reservation, and on that part of
it which is valueless for any other purpose. Should the permission
sought be granted, the sewer will be made use of by the authorities
in control of the Fort Myer Reservation, and thus will be of direct
advantage to the Government, as well as the civilian population
affected, ed, not only in the way of disposing of waste which would other-
wise accumulate, but in the way of averting disease from those who
occupy and live outside of the reservation. The pipe, if laid, will
empty into the Fort Myer sewer not far from the McClellan gate.
The work is to be done undtr such agreement as the Secretary of
War may. make.
The view of the Secretary of War is set forth in his letter to the

chairman of the House Military Committee, under date of February
4, 1926, which is hereto appended.
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FEBRUARY 4, 1926.
Hon. JOHN M. MORIN,

Chairman Committee on Military Affairs, House of Representatives.
MY DEAR MR. MORIN: Complying with your request of January 26, 1926, as

to the views of the War Department with respect to H. R. 3921, authorizing the
Secretary of War to enter into an agreement with the Clarendon Community
Sewerage Co. granting it a right of way for a sewer through the Fort Myer Mili-
tary Reservation, etc., I beg to advise that the matter of the construction of
such a sewer has previously been considered by the War Department and its
reaction to the application of the Clarendon Community Sewerage Co. was
favorable, but under existing laws at the time the application was made there
was no authority for the Secretary of War to grant such an easement.
I believe the bill submitted—with slight amendment—to be in the interest of

the War Department as well as the Clarendon Community Sewerage Co. When
this matter was formerly before the War Department for consideration it was
proposed that the War Department should have the right to connect its outlet
sewer for the Fort Myer stables and incinerator plant with the sewer proposed
to be constructed by the Clarendon Community Sewerage Co. in order to afford
an outlet for sewerage from the said stables and incinerator plant and for other
purposes, and in the event that H. R. 3921 shall become a law it would be desir-
able and in the interest of the Government that the military authorities at Fort
Myer should have the privilege of connecting with the sewer to be constructed
by the Clarendon Community Sewerage Co. It is also to be noted that the
right of way for the construction of the sewer in question is a valuable right for
which the grantee should pay the United States a reasonable compensation.
The bill, as presented, grants a right which terminates at the end of five years
without privilege of renewal and in the absence of relief legislation the War
Department might be placed in the position of suffering an unlawful use of the
reservation or exercising an unconscionable authority.
In view of the foregoing, the following amendments are urged:
Line 7, following the comma after the word "Virginia," insert: "subject to

such terms and conditions and providing for such compensation to the United
States as may be agreed to by the Secretary of War and the Clarendon Com-
munity Sewerage Co."
Page 2, line 5, after the word "years," eliminate the rest of line 5 and all of

line 6, and substitute: "renewable from time to time thereafter for five-year
periods, within the discretion of the Secretary of War, upon terms and condi-
tions acceptable to him, and revocable at any time within the discretion of the
Secretary of War."
As thus amended, the bill is approved by the War Department as being in

the interest of the Government as well as of the Clarendon Community Sewer-
age Co.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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1st Session No. 561

AUTHORIZING THE STATE OF IDAHO TO EXCHANGE
CERTAIN LANDS

APRIL 5 (calendar day, APRIL 9), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. J. Res. 171]

The Committee on Public Lands and Surveys, to whom was re-
ferred the resolution (H. J. Res. 171) authorizing the Secretary of the
Interior to approve the application of the State of Idaho to certain
lands under an act entitled "An act to authorize the State of Idaho
to exchange certain lands heretofore granted for public-school pur-
poses for other Government lands," approved September 22, 1922,
having considered the same, report favoraltly thereon with the recom-
mendation that the resolution do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands, which is appended hereto and made a part of
this report, as follows:

[House Report No. 488, Sixty•ninth Congress, first session[

The Committee on the Public Lands, to whom was referred the joint resolu-
tion (H. J. Res. 171) authorizing the Secretary of the Interior to approve the
application of the State of Idaho to certain lands under an act entitled "An
act to authorize the State of Idaho to exchange certain lands heretofore granted
for public-school purposes for other Government lands," approved September
22, 1922, reports the same back with the recommendation that it do pass with
the following amendments:
In line 5, page 2, after the word "the" strike out the word "said."
On same page and line after the word "lands" insert the following: "described

in an act entitled 'An act, to authorize the State of Idaho to exchange certain
lands heretofore granted for public-school purposes for other Government lands
approved September 22, 1922.' "
The necessity for this action upon the part of Congress arises out of inability

to carry out the provision of an act of Congress approved September 22, 1922,

which authorized the State of Idaho to exchange certain lands theretofore
granted for public-school purposes for other Government lands described in

the act.
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The lands described embrace approximately 3,280 acres and constitute
numerous detached sections of land that individual citizens undertook to acquire
some 15 or 20 years ago.
The lands were forfeited to the United States under court decree, and upon

June 18, 1917, by Executive order, were withdrawn from all kinds of public entry
with the exception of certain tracts included, as to which title had already passed
from the United States. Following this withdrawal, the Congress, by act of
September 22, 1922, authorized the State of Idaho to exchange certain lands, but
by reason of a decision of the Supreme Court of Idaho, dated July 5, 1923, in the
ease of Newton v. State Board of Land Commissioners (219 Pac. Rep. 1053) it
was held that the State may not make the exchange of lands contemplated on
account of the constitutional provision of the Idaho constitution which requires
the State to receive a minimum price of $10 per acre for the school lands that it
was proposed to exchange.
Under the circumstances it seems desirable that the State of Idaho be permitted

to complete other grants that had been made by the Federal Government to the ;
State for school or other purposes by exchanging such grant lands to the Federal
Government and receiving in return the lands referred to in the act of September
22, 1922.
The resolution has the favorable indorsement of the Secretary of the Interior,

copy of whose letter, under date of February 27, 1926, bearing upon the resolution,
is attached hereto.

DEPARTMENT OP THE INTERIOR,
Washington, February 27, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT: I have your request of February 17, 1926, for report

on H. J. Res. 171, authorizing the Secretary of the Interior to approve the appli-
cation of the State of Idaho for certain lands referred to and described in an act
of Congress approved September 22, 1922.
By the act of September 22, 1922 (42 Stat. 1018), an exchange was authorized

with the State of Idaho of certain public lands described in said act for school
section lands granted to the State and subsequently included within the
boundaries of national forests.
By reason of a decision of the Supreme Court of the State of Idaho, dated July

5, 1923, in the case of Newton v. State Board of Land Commissioners (219 Pac.
Rep. 1053), holding that the State may not waive its right to granted school
sections and exchange same for other lands after title to such school sections has
become completely vested and indefeasible in the State, it appears that the
exchange authorized by the act of September 22, 1922, can not be carried into
effect. As the law now stands, the public lands described in said act may not
be otherwise disposed of under any public land law.
The purpose of the resolution under consideration is to permit the State of

Idaho to select these lands under any or all of the State grants not heretofore
satisfied, in quantity sufficient to complete such grants, and in part satisfaction
of the school-land grant to the State in lieu of lands to which the State has not
acquired title because of withdrawals for mineral or other purposes.

In aid of the legislation embodied in the act of September 22, 1922, the public
lands sought by the State were withdrawn by Executive order of June 18, 1917,
with the exception of certain tracts included in the act as to which title had
already passed from the United States, and they were not, therefore, affected
by the act. This withdrawal still remains in force awaiting action under the
exchange authorized. The actual acreage affected by said act of 1922 is approxi-
mately 3,280.
In view of the fact that it appears that the exchange contemplated by the act

of September 22, 1922, can not be consummated, and as the lands sought by the
State are held suspended from any other disposition, I would recommend that
House Joint Resolution 171 be enacted.

Very truly yours,
HITBERT WORK.

There is also attached hereto and made a part of this report a copy of the act
of September 22, 1922, describing the lands for the exchange of which was
authorized by said act.
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[PuBLic—No. 341-67TH CONGRESS1

(H. R. 94991

AN ACT To authorize the State of Idaho to exchange certain lands heretofore granted for public-school
purposes for other Government lands

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled.—That the Secretary of the Interior be, and he is
hereby, authorized, in his discretion, upon the recommendation of the Secretary
of Agriculture, to accept title from the State of Id ho to certain sections sixteen
and thirty-six within the boundaries of nationarforests of Idaho which were
granted for public-school purposes and in exchange therefor to issue patents for
equal values of any or all of the following-described lands found and determined
to be nonmineral in character:
In township thirty-nine north, range three east: Section ten the southeast

quarter; section fourteen, the north half of the north half and the northwest
quarter of the southwest quarter; section fifteen, the southeast quarter of the
northeast quarter and the north half of the southeast quarter; section twenty-
three, the southeast quarter and the south half of the northeast quarter and the
south half of the southwest quarter; section twenty-four, lot one, the northwest
quarter of the northeast quarter, the north half of the northwest quarter•

' 
lot

three, the northwest quarter of the southeast quarter and the north half of the
southwest quarter; section twenty-five, lot one, the west half of the northeast
quarter and the southeast quarter of the northeast quarter; section twenty-six,
the north half of the north half.
In township forty north, range three east: Section twenty-five, the southwest

quarter of the southwest quarter; section twenty-six, the southeast quarter of
the southeast quarter; section thirty-five, the north half of the northeast quarter.
In township thirty-six north, range five east: Section three, lots three and four;

section four, lots one and four, the southwest quarter of the northwest quarter
and the north half of the southwest quarter, and the south half of the northeast
quarter and the east half of the southeast quarter; section 

twelve, 
the southeast

quarter of the southwest quarter; section thirteen, the east half of the northwest
quarter and the northeast quarter of the southwest quarter; section seventeen,
the northwest quarter, the northwest quarter of the southwest quarter and the
north half of the northeast quarter; section eighteen, the northeast quarter of

the northeast quarter.
In township thirty-seven north, range five east: Section thirty-three, the east

half of the southeast quarter; section thirty-four, the northwest quarter of the
southwest quarter and the south half of the southwest quarter.
In township thirty-eight north, range two east: Lots two, three, six, and seven,

section thirty.
In township thirty-eight north, range five east: Section twenty-five, the west

half of the southwest quarter.
In township thirty-nine north, range five east: Section seventeen, the south-

east quarter; section nineteen, lots three and four, and the northeast quarter of

the southwest quarter and the northwest quarter of the southeast quarter;

section twenty-one, the southeast quarter.
In township thirty-eight north, range six east: Section twenty-nine, the

northwest quarter; section nineteen, lots three and four, and the east half of the

ou thwest quarter.
All on the Boise base and meridian.
Approved, September 22, 1922.
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Calendar No. 565
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Se1st ssion No. 562

ENLARGEMENT OF CUSTOMS WAREHOUSE AT SAN
JUAN, PORTO RICO

APRIL 5 (calendar day, APRIL 9), 1926.—Ordered to be printed

Mr. Wm.'s, from the Committee on Territories and Insular Pos-
sessions, submitted the following

REPORT

[To accompany H. R. 9314]

The Committee on Territories and Insular Possessions, to whom
was referred H. R. 9314, to provide for the enlargement of the
present customs warehouse at San Juan

' 
P. R., having considered

the same, report favorably thereon with the recommendation that
the bill do pass.
The Treasury Department's view of this matter is as follows:

MARCH 26, 1926.

MY DEAR MR. CHAIRMAN: Your letter of the 6th instant addressed to the First
Assistant Postmaster General, transmitting copies of H. R. 9831 and H. R. 9314,

allotting certain funds from the Porto Rico tariff fund for the erection and com-
pletion of customs buildings in Porto Rico and asking for the facts in this con-

nection has been referred to this department for attention.
H. R. 9314 provides for the construction of customs offices on the roof of the

customs warehouse. The customs offices at San Juan are now located in the

Federal Building at that port and have sufficient space in which to transact the

customs business. The post office located in the Federal Building, however,

is in urgent need of additional space according to reports received by the depart-

ment. The proposition to construct quarters for customs officers on the roof

of the customs warehouse at San Juan is made to relieve congestion in the Federal

Building so as to provide much needed space for the post office. It is not essential

to the proper functioning of the customs service in the islands but will concen-

trate the work of the headquarters port of the customs service in one building

and in this respect be an added convenience to the importers as well as the

officers of the service.
H. R. 9831 provides for the completion and repair of customs buildings in Porto

Rico under allotments provided by the acts approved January 10, 1920, and June

7, 1924, and also authorizes and directs the payment to Antonio Higuera of

$1,826.80 for extra work in connection with the consiiruction of the customs

warehouse at San Juan, and $300 for expense incurred in connection with the

testing of the foundations before the building was erected.
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There is transmitted herewith a letter dated January 13, 1926, addressed to
the collector at San Juan by the commissioner of the interior of Porto Rico, under
whose technical supervision the building was constructed which fully states the
facts connected with the charge of $1,826.80 for work in excess of the contract
and in excess of the expenditures authorized by the department.
A copy of the letter of October 7, 1925, addressed to the department by the

collector at San Juan, and a copy of a letter from the commissioner of the interior
to the collector at San Juan under date of December 26, 1925, giving the facts
in detail concerning the additional charge of $300 for the testing of foundations
before the erection of the customs warehouse was commenced, are also inclosed.
The $7,700 mentioned in this bill for the completion of repairs to certain

buildings is needed to complete the work of repairs of buildings damaged by the
earthquake for which the allotment originally made by the act was not sufficient.
It is desirable that these buildings be fully completed, which can be done if the
amount mentioned in the bill, $7,700, is made available.

Very truly yours,
A. W. MELLON,

Secretary of the Treasury.
Hon. FRANK B. WILLIS,

Committee on Territories and Insular Possessions,
United States Senate.
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1st Sessior No. 563

SURVEY FOR CONTROL OF EXCESS FLOOD WATERS OF MISSISSIPPI
RIVER BETWEEN POINT BREEZE AND FORT JACKSON, LA.

APRIL 5 (calendar day, April 10), 1926.—Ordered to be printed

Mr. RANSDELL, from the Committee on Commerce, submitted
the following

REPORT

[To accompany H. R. 9957]

The Committee on Commerce, to whom was referred the bill
(H. R. 9957) authorizing a survey for the control of excess flood
waters of the Mississippi River below Point Breeze in Louisiana and
on the Atchafalaya outlet by the construction and maintenance of
controlled and regulated spillway or spillways, and for other purposes
having considered the same, report favorably thereon and recommend
that the bill do pass without amendment
The bill has the approval of the Department of War, as will appear

by the annexed report on the House bill and made a part of this report.

'House of Representatives Report No. 588, Sixty-ninth Congress. first session]

The Committee on Flood Control, to which was referred H. R. 9957, after
public hearings on and full consideration of the bill, report it to the House with
the recommendation that it do pass. The bill reads as follows:
"Be it enacted by the Senate and House of Representatives of the United States of

America in Congress assembled, That the Secretary of War be, and he is hereby,
authorized and directed to cause a survey to be made, and estimates of the costs
of such controlled and regulated spillway or spillways as may be necessary for
the diversion and control of a sufficient volume of the excess flood waters of the
Mississippi River between Point Breeze and Fort Jackson in Louisiana, in order
to prevent the waters of said river exceeding stages of approximately 16, 17,
18, 19, and 20 feet on the Carrollton gauge at New Orleans, arid of approximately
46, 47, and 48 feet on the gauge at Simmesport on the Atchafalaya Outlet, and
the Secretary of War is hereby authorized to cause the Mississippi River Com-
mission to transmit to him all engineering records, data, field notes, and such
other information in its possession as he may deem desirable and useful in
carrying out the purposes of this act.
"SEC. 2. The Secretary of War is authorized to use $50,000, or so much thereof

as may be necessary, from funds heretofore appropriated for flood control, Missis-
sippi River, to carry out the objects and purposes of this act: Provided, That no

S R-69-1—vol 2-21
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spillway shall be constructed as a result of the survey authorized by this act

whereby the waters of the Mississippi River would be diverted into Mississippi

Sound.
. "SEC. 3. The Secretary of War is hereby authorized and directed to report to

the Congress as soon as practicable the results of the survey authorized by this

act."
The purpose of this bill is to secure an examination and survey, under the

direction of the Secretary of War and the Chief of Engineers, with an estimate

of the cost of a spillway or spillways on the Mississisppi River below Point

Breeze in Louisiana and on the Atchafalaya Outlet, for the diversion and control

of excess flood waters of the Mississippi River. By excess flood waters is meant

that volume of water that may not be safely confined within the levees and thus

carried to the Gulf of Mexico.
The hearings before your committee established substantially the following

facts:
That under existing flood control law and with the appropriations made by

Congress and the contributions of local interests, the entire levee line from

Rock Island, Ill., to the Gulf will be practically completed up to Mississippi

River Commission grade and section within the next three or four years. This

means that any flood of a volume heretofore known can be safely confined within

the levees to the mouth of Red River, sometimes referred to as Old River, which

is the only remaining unclosed natural outlet or spillway.
In high stages of the Mississippi River excess flood waters are diverted through

Old River into the Atchafalaya and thence to the Gulf.
All engineers connected with the work of flood control agree that it would

not be practical to construct a spillway or waste weir north of Red River, because

any water so diverted from the Mississippi River must be returned to its chan-

nel, whereas south of Red River such flood waters can be conducted by a shorter

route directly to the Gulf.
That the method of controlling the flood waters of the Mississippi River by

the construction of levees and bank revetment has been successful from Rock

Island, Ill., to Red River in Louisiana in so far as the system has been completed,

and has met the expectations of the advocates of the levee system and fulfilled

the predictions of the engineers dealing with the problem. But the closure of

natural outlets and the reclamation of natural storage basins made available for

habitation and cultivation by the construction of levees have necessarily increased

the rapidity of the run-off and confined the floods in a more restricted channel

thereby increasing the flood heights as the work has proceeded down the river.

This was expected.
On account of this necessary result it has been urged by many able engineers

conversant with the problem that after the flood waters have been carried within

the levees to a point sufficiently near the Gulf to make diversion of a portion

thereof through controlled spillways practical, that such a course would be

necessary and should be undertaken. In fact, extended investigations have been

made and much important data collected upon that question by the Mississippi

River Commission and the Chief of Engineers. It may be said that the prelimi-

nary examination has been made, and that the point has been reached where a

survey such as provided for in this bill should be completed.
The gravity of this problem was urged before your committee when the flood

control act of 1923 was under consideration. The then chairman, Mr. Roden-

berg, of Illinois, in his report referred to the matter as follows:
"As the country above has been developed and drainage districts created which

precipitate the surplus water into the river, the flood level in the lower reaches

of the river has been continually and progressively elevated.
"Due to this fact, many people of Louisiana, and particularly of New Orleans,

have advocated other methods of controlling the floods in addition to those
heretofore employed by the commission. The necessity of regulated spillways

below Red River, both above and below the city of New Orleans, was urged

upon the committee with great earnestness and force."
Your committee favorably reported to the Sixty-eighth Congress H. R. 12004,

a bill substantially the same as the present bill, which was passed by the House
and Senate, but reconsidered in the Senate because of some fear that the excess
flood waters of the Mississippi River might be diverted into Mississippi Sound
to the detriment of the Mississippi coast. This objection has been met and the
safeguards desired incorporated in the present bill. The report on H. R. 12004
stated in part:
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"Your committee was much impressed by the showing made at the hearings
by engineers representing the State of. Louisiana and the city of New Orleans that
it would be practical to increase the discharge capacity of the Atchafalaya
outlet and thereby regulate flood heights in such a way as to bring greater
safety to the territory both above and below that point, and therefore this phase
of the survey requested is important and desirable.
"The,hearings made evident the grave apprehension felt by those living in the

area south of Red River in Louisiana, and especially in the city of New Orleans,
as to the inadequacy of levees to afford full protection on account of the rapidly
increasing flood heights in recent years, and also the conviction and belief that
controlled and regulated spillways would afford ample protection and insure
safety.

"There were presented to your committee resolutions of indorsement of this bill
adopted by the Safe River Committee of One Hundred, New Orleans, La.; the
New Orleans Association of Commerce, New Orleans, La.; the National Flood
Prevention and River Regulation Commission, New Orleans, La.; the Com-
mission Council of New Orleans, La.; the Young Men's Business dlub of New
Orleans, La.; and the Chamber of Commerce of Alexandria, La."
The same report quoted the following resolution adopted by a convention of

all the levee boards in Louisiana, held at Baton Rouge, La., on January 12, 1925:
"Whereas it is recognized that the levee system is the primary defense of the

lands of Louisiana against floods from the Mississippi River; and
"Whereas bank protection in the form of mattress work and revetment is es-

sential to the safety and stability of all levess in locations more or less secure; and
"Whereas below Red River Landing, and especially in the territory adjacent

to New Orleans, the conditions of the foundations upon which the levees rest
limit the height to which they may be built, and thus make it imperative to
adopt other and additional relief measures for a proper safeguard against in-
creasing flood heights; and
"Whereas the flood waters of the Mississippi River and its major tributaries

flowing through Louisiana do not originate in Louisiana, but do wholly originate
in all the States comprising the broad Mississippi, Missouri

' 
and Ohio Valleys,

whose lands drain into streams tributary to the Mississippi, thus compelling at-
tention by the National Government to the problem of flood control in all its
phases: Therefore, be it
"Resolved by the levee boards of Louisiana in meeting assembled, That the Federal

Government be urged to continue its levee program and to increase its yearly
appropriation for levee work to the end that better progress be made; that more
suitable and much larger appropriations be made for bank protection than are
now made; that H. R. 12004, by Hon. Riley J. Wilson, be indorsed; and that the
prevention of the river exceeding a stage of 16 feet at New Orleans be recom-
mended."
In addition to these indorsements the present bill was indorsed by a conference

of levee boards held in New Orleans, La., April 29, 1925, and also at the annual
convention of the Mississippi River Flood Control Association, an organization
whose membership includes practically every levee board in the Mississippi
Valley, held in Memphis, Tenn., in July, 1925.

If the survey now requested should demonstrate that flood heights upon the
lower Mississippi River can be regulated by controlled spillways at a reasonable
cost, then some 2,700 square miles of land in the Atchafalaya and Tensas Basins
might be reclaimed and 12,000 square miles on the Mississippi River, below Red
River, now highly cultivated and thickly populated, would be made more secure.
The property values involved are more than $2,000,000,000, with an estimated
population of more than a million people, and this includes the city of New Or-
leans, with a population of more than 400,000 and property assets of more than
$1,000,000,000. The gravity of the situation is well established by the united
support given this bill.
The bill makes no additional charge upon the Public Treasury.
The report of the Chief of Engineers on this bill is as follows:

MARCH 8, 1926.
Hon. FRANK R. REID,

Chairman Committee on Flood Control,
House of Representatives, Washington, D. C.

MY DEAR MR. REID: I am in receipt of your letter Of. March 4, 1926, request-
ing my views on H. R. 9957, Sixty-ninth Congress, first session, "A bill author-
izing a survey for the control of excess flood waters of the Mississippi River



4 CONTROL OF EXCESS FLOOD WATERS OF MISSISSIPPI RIVER

below Point Breeze in Louisiana and on the Atchafalaya Outlet by the con-
struction and maintenance of controlled and regulated spillway or spillways,
and for other purposes," and in reply I may inform you that I know of no objection
to the favorable consideration of this bill so far as the interests committed to this
department are concerned.

Very truly yours,

•

H. TAYLOR,
Major General, Chief of Engineers.
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CUSTOMS BUILDINGS IN PORTO RICO

APRIL 5 (calendar day, APRIL 10), 1926.—Ordered to be printed

Mr. WILLIS, from the Committee on Territories and Insular Posses-
sions, submitted the following

REPORT

[To accompany H. R. 9831]

The Committee on Territories and Insular Possessions, to whom
was referred the bill (H. R. 9831) to provide for the completion and
repair of customs buildings in Porto Rico, having considered the same,
report favorably thereon with the recommendation that the bill do
pass.
The approval of the Secretary of the Treasury of this bill is given in

a letter which was submitted to the Senate in .connection with the
report on H. R. 9314, the part of the letter applicable to House bill
9831 being as follows:

MARCH 26, 1926.
MY DEAR MR. CHAIRMAN: Your letter of the 6th instant addressed to the

First Assistant Postmaster General, transmitting copies of H. R. 9831 and H. R.
9314, alloting certain funds from the Porto Rico tariff fund for the erection and
completion of customs buildings in Porto Rico and asking for the facts in this
connection, has been referred to this department for attention.

H. R. 9831 provides for the completion and repair of customs buildings in Porto
Rico under allotments provided by the acts approved January 10, 1920, and June
7, 1924, and also authorizes and directs the payment tc, Antonio Higuera of
$1,826.80 for extra work in connection with the construction of the customs
warehouse at San Juan, and $300 for expense incurred in connection with the
testing of the foundations before the building was erected.
There is transmitted herewith a letter dated January 13, 1926, addressed to

the collector at San Juan by the commissioner of the interior of Porto Rico, under
whose technical supervision the building was constructed which fully states the
facts connected with the charge of $1,826.80 for work in excess of the contract
and in excess of the expenditures authorized by the department.
A copy of the letter of October 7, 1925, addressed to the department by the

collector at San Juan, and a copy of a letter from the commissioner of the interior
to the collector at San Juan under date of December 26, 1925, giving the facts
in detail concerning the additional charge of $300 for the testing of foundations
before the erection of the customs warehouse was commenced, are also inclosed.
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The $7,700 mentioned in this bill for the completion of repairs to certain
buildings is needed to complete the work of repairs of buildings damaged by the
earthquake for which the allotment originally made by the act was not sufficient.
It is desirable that these buildings be fully completed, which can be done if the
amount mentioned in the bill, $7,700, is made available.

Very truly yours,
A. W. MELLON,

Secretary of the Treasury.
Hon. FRANK B. WILLIS,

Committee on Territories and Insular Possessions,
United States Senate.
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Mr. REED of Pennsylvania, from the Committee on Immigration,
submitted the following

REPORT

[To accompany H. R. 9761]

The Committee on Immigration, to whom was referred the bill
(H. R. 9761) to supplement the naturalization laws by extending cer-
tain privileges to aliens who served honorably in the military or naval
forces of the United States during the World War, having had the
same under consideration, reports it back to the Senate with amend-
ments and recommends that the bill do pass as amended.

This bill will renew for the benefit of aliens who served honorably
in our military or naval forces during the World War special exemp-
tions providing for expeditious naturalization that were granted
such aliens by war-time legislation which by limitation expired on
March 3, 1924. Under former legislation, carried in the act of May
9, 1918, and in the sundry civil appropriation act of July 19, 1919,
these alien war veterans were privileged to petition for citizenship
in the most convenient court having naturalization jurisdiction.
They were afforded immediate hearing by appearance before a
naturalization examiner without first meeting the necessity of filing
declarations of intentions or payment of fees, which usual require-
ments were waived. Upon proof of their right to receive such privi-
leges, these aliens were afforded every facility for expeditious natu-
ralization, 'conditioned on their ability to meet all the tests de-
manded by law of petitioners for citizenship.
The privileges to be extended by this bill are limited to those

aliens, not ineligible to citizenship, who served honorably in the
military or naval forces of the United States at any time after April
5, 1917, and before November 12, 1918, or during the time of actual
hostilities, and who were not discharged from such forces because of
alien age.

* 5-6-26
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While there are no accurate figures as to the number who might
avail themselves of the provisions of this bill, it may be interesting to
know the number of alien war veterans of the United States who took
advantage of the war-time legislation to become citizens. The Bureau.
of Naturalization reports the following numbers, by years:
1918   63,993
1919  128,335
1920  51,972
1921  17,636
1922  9,468
1923  7,109
1924  10,170

288, 683

It appears that there are still many aliens who served honorably
in our armed forces during the World War who, because of various
reasons, did not or could not take advantage of the war-time prefer-
ence legislation. Many aliens were under the mistaken apprehen-
sion that service in the armed forces of the United States automat-
ically gave them citizenship. Indeed, it has been represented that
many of these aliens were given the misguided advice that such
service gave them citizenship, and that there are many of them
living to-day who, having acted on that advice, believe themselves
to be citizens. And there are other alien war veterans who are still
undergoing treatment or who have but comparatively recently
emerged from invalidism because of injuries received in the service,
and who have never been able to. complete their naturalization.
The privileges to be extended by this bill, as amended, will be

for a period of two years from the date of its enactment. It is
believed that this will be sufficient time to take care of all such
cases of aliens who are desirous of becoming citizens. Without this
legislation these aliens will have to meet the requirements of the
naturalization laws as to filing of declarations of intentions, length
of residence, and payment of fees, and they would suffer a great
disadvantage compared with those aliens who were able to take
advantage of the war-time preference legislation and whose service
in our military forces was no more meritorious.

It is believed that the privileges given by this bill are but a measure
of simple justice to those aliens who did not use the shield of their
alienage to avoid service in our forces and who because of various
reasons were unable to seize the opportunity for expeditious naturali-
zation previously accorded. These aliens voluntarily met one of the
greatest tests of patriotic citizenship. It is believed that every op-
portunity should be extended them so that they may without delay
claim the rights of citizenship.
The American Legion has declared itself heartily in favor of the

bill and urged its speedy enactment into law. The committee was
given a copy of the resolution passed at its seventh annual conven-
tion at Omaha, Nebr., as follows:
Be it resolved by the seventh annual convention of the American Legion, That

Congress be requested to enact legislation extending the naturalization time limit
for honorably discharged veterans of the World War so they may be granted
naturalization without fee.
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Hon. HIRAM JOHNSON,
United States Senate, Washington, D. C.

MY DEAR SENATOR: Permit me to acknowledge you letter of January 27, 1926,
in which you request my views on S. 2608, recently introduced by Senator Reed
of Pennsylvania and entitled "A bill regulating immigration and naturalization
,of certain veterans of the World War."

Section 2 of S. 2608 adds to section 4 of the immigration act of May 26, 1924
(43 Stat. 153), another class of nonimmigrant aliens. It is clear that by this
section of the bill it is intended to extend the nonimmigrant status for the period
of one year to all male aliens who honorably served in certain military forces of
the United States during the World War and who are otherwise admissible to
the United States. It is noted that this section restricts the advantages of the
bill to aliens who served in the Army, the Navy, and the Marine Corps of our
military forces. As before observed, the department has no comment to make
on this point. Under section 25 of the immigration act of 1924, it will be noted,
an alien must be admissible under the provisions of all other immigration acts.
It is not necessary, therefore, that the clause relative to admissibility under other
immigration laws be carried in S. 2608. As the immigration act of May 26, 1924,
is considered to be in the class of permanent legislation, and, as the present section
is proposed to expire within one year after its passage, it is felt that it would be
more practicable not to include the provisions of this section within section 4 of
the 1924 immigration act as a new paragraph designated "f." It is suggested
therefore that section 2 of S. 2608 be rewritten to read as follows, slight changes
being made from the text for the sake of clarity:
"SEC. 2. That to the classes of nonquota immigrants designated by section 4

of the immigration act of May 26, 1924, be added the following class, which class
shall be subject to all the provisions of that act:
"'An immigrant who served in the United States Army, the United States

Navy, or the United States Marine Corps during the time the United States was
engaged in the World War and was honorably discharged therefrom and who
applies at a port of entry of the United States in possession of a valid unexpired
nonquota immigration visa secured at any time within one year from the date
,of the passage of this act.'"

The change suggested in the new draft of limiting the terms of the bill to all
who secure visas makes certain the application of the time period. This will
-prevent the hardships at ports of entry which certainly would occur on the
.arrival of such aliens after the expiration of the 12 months' period. By the pro-
posed change the limitation of the act will be precisely applied at the source at
the expiration of one year, that is, at the consular office abroad. As a nonquota

3

In the second section of the bill as amended, provision is made
for immigration of the same class of veterans as nonquota immi-
grants. A considerable number, perhaps 5,000, of our veterans
secured their discharges from the Army while in Europe, in order
to avail themselves of the opportunity to visit parents and relatives
living abroad. Many of these men have settled permanently in for-
•eign countries and do not desire to return but there are some whose
intention to return to the United States has never changed, but who
have been forced to delay their return for family or business reasons.
It has been earnestly urged to the committee by representatives of
the American Legion and other veteran organizations that provision
should be made to allow these men to return without awaiting the
issuance of a quota visa, which in some countries would mean a delay
of upwards of 10 years.
The committee feels that these veterans, most of whom saw battle

'service with our expeditionary forces, have earned the privilege which
this bill confers. The attitude of the Department of Labor is shown
by its report on S. 2608, containing provisions similar to the amend-
ment which the committee now proposes as section 2 of this bill:

DEPARTMENT OF LABOR,
Washington, February 18, 1926.
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immigration visa is good for four months, aliens will have ample time in which
to take advantage of the terms of the bill after securing a visa, may settle their
affairs abroad, and secure steamship accommodations without fear of being
debarred from entrance at our ports of entry in case of delays or accidents during
the last months of the operation of the act.

Trusting that the views expressed may be found to be of some assistance to
your committee, I beg to remain,

Cordially yours,
ROBE CARL WHITE,

Acting Secretary.
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Mr. WILLIAMS, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 7372]

The Committee on Public Lands and Surveys, to whom was referred
the bill (H. R. 7372) to amend section 27 of the general leasing act
approved February 25, 1920 (41 Stat. L., p. 437), having considered
the same, report favorably thereon with the recommendation that
the bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands (H. Rept. No. 509, 69th Cong., 1st sess.), which
is appended hereto and made a part of this report, as follows:

[House of Representatives Report No. 509. Sixty-ninth Congress, fiust session]

The Committee on the Public Lands, to whom was referred H. R. 7372,
to amend section 27 of the general leasing act approved February 25, 1920
(41 Stat. L. 437), having considered the same

' 
report it favorably to the House

with the recommendation that it do pass with the following amendment:
Page 3, line 10, after the word "coal," insert "or to increase the acreage which

may be acquired or held under section 17 of this act."
The above bill was introduced by the chairman at the request of the Secretary

of the Interior. A copy of the (Secretary's letter dated January 8, 1926, to the
chairman of this committee, transmitting the draft of the proposed bill for intro-
duction, which explains very fully the reasons for the enactment of the legisla-
tion, is attached hereto for the information of the House, as follows:

THE SECRETARY OF THE INTERIOR,
Washington, January 8, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT: I inclose herewith for consideration, and for intro-

duction if you deem proper, draft of a bill to amend section 27 of the general
leasing act approved February 25, 1920 (41 Stat. 437).
The present section 27 provides that no person, association, or corporation

may hold more than three oil and gas leases in one State, with the further limita-
tion that not more than one oil and gas lease can be held in the same geologic
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structure of a producing field; also that no corporation may hold an interest as
a stockholder of another corporation in more than such number of leases. An-
other provision is to the effect that no association, individual, or corporation
may hold interests as a member of an association or a stockholder of a corpora-
tion exceeding in the aggregate an amount equivalent to the maximum number
of acres of the respective kinds of mineral allowed to any one lessee under the act.
As to coal, phosphate, or sodium, the section provides that not more than one

lease can be held at any one time in any one State.
A strict construction of these provisions limits an individual, association, or

corporation to the direct holding of not more than one oil lease in a structure and
not more than three in a State, and not more than one coal, phosphate, or sodium
lease each in a State, no matter what the acreage of the lease may be. For exam-
ple, if, because of private holdings or other leases, there remain available in
an oil field but 20 acres

' 
the lessee thereof is debarred from holding another lease

in the structure, and if he holds three 20-acre leases in the State, no matter how
extensive may be his investments in drilling and other mining equipment, he can
acquire no further area from the Government under the leasing act in that State.
A corporation is also debarred, if it holds three 20-acre leases in the same State,
from holding any indirect interest as a stockholder of another corporation, no
matter what may be its capital investment or its desire to develop oil or gas on a
substantial scale. The same condition applies as to the limitations on coal,
phosphate, and sodium leases, one lease of each of these minerals held in a State
debarring the holding of another one, no matter how small an acreage may be
available at a given place.

It has been suggested that the best interests of the oil and other industries and
of the Government in the proper handling and conservation of the deposits named
would be amply secured by an acreage limitation, whether held directly or in-
directly. In other words, that no corporation, individual, or association should
be allowed to hold, directly or indirectly, through stock ownership or otherwise,
more than 2,560 acres in a structure of a producing oil or gas field, and not more
than three times that area within the limits of a State at any one time, and that
with respect to coal, phosphate, and sodium the aggregate amount of holdings at
any one time in any one State be limited to not exceeding 2,560 acres of each of
said minerals.
The subcommittee of the Federal Oil Conservation Board, consisting of repre-

sentatives of the War Department, the Navy Department, the Department of
Commerce, and the Department of the Interior, have submitted the following
recommendation:
"A further and more specific amendment of the oil leasing law appears needed in

the aid of better conservation. Section 27 of the general leasing act in seeking to
protect the public welfare from monopoly places limitations that are obscure in
meaning. and difficult of administration, but, worse than that, have a tendency
to cause too small holdings, which in turn tends to overdrilling and overproduc-
tion and this directly militates against conservation. The proposed remedy is a
simple acreage limitation of leases held directly or indirectly by any corporation,
individual, or association and that acreage should be the maximum referred to
elsewhere in the act, viz, 2,560 acres in a single structure and three times that
area in a State."
In addition to reasons suggested by the committee, it may be pointed out that

an amendment such as proposed would simplify the administration of the act by
this department and the courts, and make clear to all concerned exactly what
holdings they may have under the general leasing act. Every interest held,
whether directly or indirectly, would be reduced to acres and the amount which
any lessee or permitee could hold in a structure or in a State definitely and mathe-
matically fixed; also where leases in producing areas are offered for sale under
the bonus system, as provided in the act, it would have a tendency to increase
competition and the amounts the Government would receive in bonuses.

Very truly yours,
HUBERT WORK. Secretary.
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Mr. CAPPER, from the Committee on the District of Columbia,

submitted the following

REPORT

[To accompany H. R. 38021

The Committee on the District of Columbia, to whom was re-
ferred the bill (H. R. 3802) to amend the act known as the "District
of Columbia traffic act, 1925," approved March 3, 1925, being public,
No. 561, Sixty-eighth Congress, and for other purposes, having

considered the same, report favorably thereon with the recommenda-

tion that the bill do pass with the. following amendments:
Page 2, line 7, following the words "Sec. 2" insert the following:
That section 7 of said act be, and the same is hereby, amended so

that as amended the same shall hereafter read."
Page 3, line 13, after the words "passenger vehicle" insert the fol-

lowing words: "or a motor cycle or motor bicycle."
Page 3, line 15, strike out the comma and the words "or a motor

cycle, or a motor bicycle" following the word "guardian," and insert

in lieu thereof a period.
Page 3, lines 19 and 20, strike out the words "for the notation of

convictions of violations of the traffic laws of the District" and insert

in lieu thereof the following: "wherein the police court judges or

their subordinates are required to note serious convictions of traffic-

violations or of the traffic laws of the District."
Page 5, line 10, after the word "may" insert the following words:

"with or without a prior hearing."
Page 5, line 11, after the colon insert the following words:

Provided, That in each case where a permit is revoked or suspended, the reas
ons

therefor shall be set out in the order of revocation.

Page 5, line 12, insert the word "further" after the word "Pro-

vided."
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Page 5, line 14, strike out the words "may appeal to," and also
strike out all of lines 15, 16, 17, and 18, and insert in lieu thereof the
following:
may within ten days after such denial, revocation, or suspension apply to any
justice of the Court of Appeals of the District of Columbia for a writ of error to
review the action of the director of traffic (or his assistant) complained of. And
the said court is authorized to promulgate rules governing the application for
the writ, and the record and proceedings thereon, and to affirm, modify, or re-
verse the action of the director of traffic (or his assistant) where the writ is al-
lowed pursuant hereto; and the decision of said court shall be final: Provided
further, That the application to said court for a writ of error shall not operate as
a stay of such order of the director or his assistant.
Pages 5 and 6, strike out all of section 4 and insert the following:
SEC. 4. That said act be, and the same is hereby, amended by adding after

subdivision. (d) of section 6 of said act the following:
"(e) All prosecutions for violations of provisions of this act, excepting section

2 only thereof, and all amendments to the said act or regulations authorized and
promulagated under the authority of said act and amendments thereto shall be
in the police court of the District of Columbia by information filed by the cor-
poration counsel of the District of Columbia or any of his assistants."
SEC. 5. That said act be, and the same is hereby, amended by striking out all

of subdivision (a) of section 9 of said act and inserting in lieu thereof the following:
"(a) No vehicle shall be operated upon any public highway in the District at a

speed greater than 22 miles per hour, except in such outlying districts and upon
such arterial highways or boulevards as the director may designate. In such
outlying districts, and on such arterial highways or boulevards, and on all other
public thoroughfares or bridges and alleys, the speed of all vehicles, except street
cars, shall be governed by the provisions of this act and the regulations pro-
mulgated thereunder."

The bill reported as amended makes relatively few changes in the
existing traffic law of the District of Columbia, itS primary purpose
being to correct vital omissions and to clarify and simplify adminis-
tration of the present law.

Briefly summarized, the bill as amended is intended to accomplish
the following purposes:

1. To extend control over traffic to any appliance moved over
a highway on wheels or traction tread, including draft animals and
beasts of burden, the present law being limited to motor vehicles.

2. To extend control of traffic to "all vehicles, pedestrians, and
animals, of every description at rest or in motion; and the director
shall regulate and control all traffic upon the streets, alleys; and
public highways within the District of Columbia." Present control
is limited to motor vehicles.

3. T9 provide a means for the reissuance of motor-vehicle opera-
tors' permits, all of which automatically expired on March 31, 1926,
the situation now being that many unfit persons are operating motor
vehicles without a permit, all permits having lapsed. The bill pro-
vides for the issuance or reissuance of operators' permits for a period
not in excess of three years, and renewable for periods of three years.
Applicants for permits who have not heretofore possessed them shall
by practical demonstration and otherwise give proof of mental,
moral, and physical qualification to safely operate motor vehicles;
upon renewal such proof may be waived in the discretion of the
traffic director. The fee for the permit is fixed at $3.
As amended, the bill requires police court officials to note on

operators' permits convictions of serious traffic violations.
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4. To provide a simpler and better means of revoking permits of
unfit operators of motor vehicles. Under the present law, permits
can not be canceled or suspended until after a conviction in court.
The present situation is best illustrated by the fact that 12 persons
who are now confined to institutions for the care of the insane and
mentally unfit still hold operators' permits which can not be revoked..
Another instance is that of a driver of a motor car who, while speed-
ing and transporting liquor, collided with another car and killed a
woman. He was convicted of manslaughter, but his permit can not
be revoked because manslaughter is not an offense under the traffic
act.
The power of revocation' conferred by the bill is safeguarded

against abuse by the requirement that it shall be exercised "with or

without a prior hearing," but in each case of revocation "the reasons
therefor shall be set out in the order," and power is vested in the
Court of Appeals of the District of Columbia, under regulations
which it shall prescribe governing writs of error, to affirm, modify,

or reverse the action of the director of traffic. Appended hereto and

made a part of this report is a letter from the Court of Appeals of the

District of Columbia fully explaining this provision.
The provisions with reference to suspension and revocation of

permits incorporated in the bill are practically the same as those in

effect in such States as Connecticut, Delaware, Maine, Massachusetts,

New Hampshire, New York, Pennsylvania, and Vermont.
Your committee, after holding hearings and giving the matter most

careful consideration, has eliminated section 4 of the bill as passed

by the House, such section providing that—

the vehicular approach to all railroad stations * * * and the street curb

space fronting all hotels, restaurants, cafés, and other commercial plac
es of

business in the District of Columbia are charged with a public interest and
 the

f ee use of the same by the general public is essential and necessary for th
e health,

safety, comfort, convenience, and general welfare of the officers and em
ployees

of the Federal Government and of the general public.

The purpose of the section in question is not clear, and no method

of enforcement was provided in the House bill. If the purpose is to

give closer access to the Union Station and to prominent hotels to

independent and individual taxicab owners (those not holding con-

tracts with the owners of the properties), then consideration must

be given to the fact that the space immediately surrounding the

Union Station is privately owned and not a public thoroughfare;

and in the case of the hotels; the District courts have upheld the

right of the proprietors to keep in constant attendance; at their

places of business, conveyances for the use of guests. If regulation

of this matter is deemed advisable by the District Commissioners or

Congress, it can best be embodied in a separate bill, the committee's

purpose being to incorporate in the present bill only such matters

as it deems essentially noncontroversial. Attention is called to the

fact that the District Commissioners, who have authority and power

to regulate and control taxicab operators and hackers, to establish

locations for cab stands, etc., have not felt it necessary to request

such legislation as is proposed under section 4 of the House bill.

For these reasons, the committee has eliminated the section.
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The committee has added a provision (sec. 4 as amended) providing
that all prosecutions for violations of the traffic act or regulations
shall be in the police court by information filed by the corporation
counsel of the District of Columbia or any of his assistants, except in
case of the commission of a felony by use of a "smoke screen" defined
and prohibited under section ,1 1 of the existing traffic law.
Under present procedure in the traffic court first and second offenses

for speeding, first offense for reckless driving, and violations of all
regulations, are presented to the court by information filed by the
corporation counsel or his assistants, while cases which might involve
jury trials, such as third offense speeding, second offense reckless
driving, first offense driving without a permit, and first offense leaving
after colliding, have been presented by information filed by the United
States district attorney. This practice leads to much duplication
of work and considerable confusion, owing to the fact that an indi-
vidual may be brought in for offenses which must be presented to the
court by both the United States attorney and the corporation counsel.
There seems to be no good reason why all these cases, except for use
of a smoke screen (a felony), should not be presented by an assistant
to the corporation counsel. As it is at present, there are two sets of
attorneys handling almost identical classes of cases. They are all
municipal cases and ought to be presented to the courts by the same
set of attorneys, under the supervision of the District Commissioners.
The committee has also amended the House bill by adding a pro-

vision (sec. 5) superseding subdivision (a) of section 9 of the present
law, which provides that "no motor vehicle shall be operated upon
any public highway in the District at a rate of speed greater than 22
miles per hour, except in such outlying districts and on such arterial
highways as the director may designate."
Because of a recent court decision, there is serious question as to

whether it is possible under the existing law, as set out above, to
enact a regulation which makes it possible to hold the speed of any
vehicle in the District of Columbia, at any place, to less than 22 miles
an hour, including traffic on bridges, in alleys, and in the congested
district.

It is also a grave question whether, under the existing law cited, it
is possible to enact a regulation requiring solid-tire trucks and other
commercial vehicles to travel at a less speed than 22 miles per hour.
Unless the subdivision cited is modified, the courts may in all liklihood
dismiss cases of first, second, and third offense speeding of trucks and
other commercial vehicles where the speed is now fixed at from 15 to
18 miles per hour. It is well recognized that a large, heavy truck
should not be permitted to proceed at as high a rate of speed as a
passenger car; and it is also clear that on 'bridges, in alleys, near
schools, and at dangerous curves, the speed of all motor vehicles
should be reduced, though the present law has been held to legalize
a rate of 22 miles per hour in practically all situations.
The new provision added by amendment not only covers these

situations but also provides for a speed greater than 22 miles per hour
on boulevards designated by the director of traffic, the present such
designation applying only to outlying districts and arterial highways.
The purpose is to provide greater flexibility of the law, permitting
speed in excess of 22 miles per hour where safe and necessary to
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relieve traffic congestion, and reducing the rate of travel to less than
22 miles per hour where advisable in the interest of public safety.
As amended, this part of the act will read:
No vehicle shall be operated upon any public highway in the District at a

speed greater than 22 miles per hour except in such outlying districts and upon
such arterial highways or boulevards as the director may designate. In such
outlying districts and on such arterial highways or boulevards, and on all other
public thoroughfares or bridges and alleys, the speed of all vehicles except street
cars shall be governed by the provisions of this act and regulations promulgated
thereunder.

In conclusion, your committee points out that while no radical
changes of the traffic law are embodied in the bill, and it provides no,
increase of personnel or expense for enforcement, the effect of enact-
ment will be clarification of existing law and regulations and improve-
ment in administration and enforcement that should result in im-
proved handling of traffic.

COURT OF APPEALS OF THE DISTRICT OF COLUMBIA,
Washington, D. C., March 15, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SENATOR: The court desires to bring to your attention the provision in H. R.

3802, present session, now before you, providing for appeals from the director of
traffic to this court in certain cases of the revocation or suspension of an operator's
license.

In the removal of cases from the police, juvenile, and municipal courts, the
aggrieved party, under the acts governing said courts, may within a limited time
apply to any justice of this court for a writ of error to review the case. Under
our rules such applications are in the form of a simple petition, with opportunity
to opposing counsel to file objections. From the examination of the petition and
objections a justice may determine whether or not the case should be further
reviewed at length. If found without merit, the petition is denied; if considered
meritorious, the writ is allowed and the case reviewed on record and briefs after
argument.

Heretofore the police court has handled cases relating to infractions of the
traffic regulations, and this method of review on writ of error has proven satis-
factory after an experience of more than 25 years.
The matter is important to the court because of the fact that its jurisdiction

has been enlarged a number of times since its organization, while the original
number of justices is still the same as in 1893. The latest addition is appeals
from the United States Board of Tax Appeals, which alone will add a serious
volume to its business. It is therefore a matter of concern that appeals be kept,
within reasonable bounds as far as possible if the court with its present force is
to keep up with an increasing calendar.

It is believed in the instant case that justice can be done, procedure simplified,
and time saved by substituting the right to apply for a writ of error in place of
an absolute right of appeal, and the court recommends that the bill be amended
in this respect, to wit, to strike out all of section 13 after the word "act" in line
14, and to substitute in lieu thereof the following:
"may within 10 days after such denial, revocation, or suspension apply to any
justice of the Court of Appeals of the District of Columbia for a writ of error tG
review the action of the director of traffic (or his assiStant) complained of. And
said court is authorized to promulgate rules governing the application for the.
writ, and the record and proceedings thereon, and to affirm, modify, or reverse.
the action of the director of traffic (or his assistant) where the writ is allowed.
pursuant hereto; and the decision of said court shall be final: Provided further,
That the application to said court for a writ of error shall not operate as a stay
of such order of the director or his assistant."

Very respectfully yours,

S R-69-1—vol 2 22

GEORGE E. MARTIN, Chief Justice.
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APRIL 5 (calendar day, APRIL 10), 1926.—Ordered to be printed

Mr. NORBECK, from the Committee on Pensions, submitted the
following

REPORT
[To accompany H. R. 8132]

The Committee on Pensions, to whom was referred the bill (H. R.
8132) granting pensions and increase of pensions to certain soldiers
and sailors of the war with Spain, the Philippine insurrection, or the
China relief expedition, to certain widows, minor children, and help-
less children of such soldiers and sailors, and for other purposes,
having considered the same, report the bill back to the Senate with
the favorable recommendation'that the bill do pass with amendments.

This bill (H. R. 8132) is known as the Spanish war general pension
bill and is similar to S. 3300, which was favorably reported by this
committee March 6 (calendar day, March 8), 1926, and is now pend-
ing on the Senate calendar. The committee recommends that the
House bill be amended by striking out all after the enacting clause
and that the Senate bill (S. 3300) be substituted as an amendment,
and that further consideration of S. 3300 be indefinitely postponed.
The act of June 5, 1920, grants pensions of from $12 to $30 per

month to persons who served 90 days or more in the military or naval
service during the war with Spain, the Philippine insurrection, or the
China relief expedition, who are suffering from mental or physical
disabilities of a permanent character, not the result of vicious habits
and not necessarily due to service, which so incapacitates them for
manual labor as to render them unable to earn a support. Said act
also provides certain rates for those who have attained certain ages
(62, 68, 72, and 75). The act of September 1, 1922, extends the
benefits of the act to include any woman who served honorably as an
Army nurse, chief nurse, or superintendent of Nurse Corps under
contract for 90 days between the beginning of the war with Spain
and February 2, 1901, when the Nurse Corps was declared by law a
component part of the Army and to any nurse who was released from
service before the expiration of 90 days by reason of disability con-
tracted in line of duty.

Section 1 of this bill proposes to raise the maximum rate provided
in the act of June 5, 1920, of $30 to $50 per month, and also provides a
minimum rate of $20 instead of $12 provided in said act; the rate to
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be proportioned according to the degree of disability between the
minimum rate and the maximum rate as provided in the act of June 5,
1920, and also extends the benefits to nurses of the Spanish War who
were employed under contract for 90 days or more between April 21,
1898, and February 2, 1901, inclusive, and gives them the same rates
provided for soldiers.

Section 2 of this bill provides an increase of the rate of pensions
for widows and remarried widows of soldiers who served during the
Spanish War from $20 to $30 a month. It also provides for an in-
crease of the additional allowance to a widow or to a remarried widow
on account of a child under the age of 16 years, or on account of a help-
less child of the soldier from $4 to $6. This additional allowance of
$6 on account of a child is recommended in order that the widow of
a Spanish War soldier may receive the same additional allowance on
account of a child as a widow of the Civil War. The latter under
existing law receives an additional allowance of $6.

Section 3 of the bill provides the rate of $72 for a soldier or nurse
who served during the Spanish War as provided in the bill when
they may become helpless or blind or so nearly helpless and blind
by reason of age or physical or mental disabilities as to need or re-
quire the regular aid and attendance of another person, provided
they are not inmates of a National or State home. If in a home, the
maximum rate which may be allowed in such cases is limited to $50.

Section 4 of the bill provides for an automatic increase of the rate
of pension to those who are now on the pension roll. As to those who
are not now pensioners it is provided that the pension shall commerce
from the date of filing application in the Bureau of Pensions.

It is also provided in this bill that the issue of a check in payment
of a pension for which the execution of a voucher is not required
shall constitute payment and that in the event of the death of the
pensioner prior to the date of the period covered by the check, it shall
not be canceled but shall become a part of the estate of the deceased
pensioner and payable to his heirs.

Section 5 of the bill preserves to the soldiers, who have been
placed by the Secretary of War or by the Secretary of the Navy
on what is known as "The Army and, Navy medal of honor roll,'
the right to receive and be paid an additional sum of $10.

Section 6 of the bill refers to the recognition of a claim agent and
attorney and to the payment of their fees in the prosecution of claims
filed in the Bureau of Pensions. It is the usual provision carried in
all general pension bills.

Section 7 of the bill merely modifies and amends all previous acts
in conflict with this act.

This bill as originally introduced was similar to the bill (H. R. 8132)
reported out of the Pension Committee of the House February 20,
1926, and is now pending on the House side. However, the original
bill has been amended by the committee so as to eliminate any new
and unusual features of legislation not now covered by existing law,
and also to eliminate certain provisions providing for arrears of
pensions. The amendments recommended by this committee will
materially reduce the cost of the bill.
Following will be found the report of the Secretary of the Interior

on the House bill (H. R. 8132). The estimate of the Secretary of
the Interior of the cost of the House bill will be materially reduced
by reason of the changes in the bill recommended by this committee:
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DEPARTMENT OF THE INTERIOR,
Washington, February 17, 1916.

HOIL HAROLD KNUTSON,
Chairman Committee on Pensions, House of Representatives.

MY DEAR MR. KNUTSON: I am in receipt of your communication of the 22d
ultimo, inclosing a copy of a bill (H. R. 8132) proposing to grant pensions and
increase of pensions to certain soldiers and sailors of the war with Spain, etc.

Replying to your request for a report showing the estimated amount the bill
will increase the annual expenditure for pensions, I have to advise you that it is
estimated the annual increase will be $18,555,528.

Section 1 of the bill will affect approximately 114,724 pensioners who would be
increased at an average of about $11 per month. This would involve an increased
cost of $15,143,568.

Section 2 affects approximately 21,983 widows and minors' cases, including
14,000 children under 16 years of age, and would involve an additional cost of
approximately $3,309,960.

Section 4 will affect approximately 1,000 pensioners who would be entitled to
an increase at an estimated annual cost of $102,000.

There is no way to ascertain how many would be eligible under section 3 of
the bill, which provides a rate of $72 a month for those soldiers, sailors, marines,
or nurses who might be or might become, by reason of age or physical or mental
disabilities, helpless or blind or so nearly helpless or blind as to need or require
the regular aid and attendance of another person, with the proviso that no one
while an inmate of a soldiers' home shall be paid more than $50 a month, hence
it is not possible to estimate the cost as to this item.
A copy of this report was forwarded to the Director of the Budget, who, under

date of February 13, 1926, advises that the proposed report which contains
merely statistical cost data and makes no recommendation for or against the pro-
posed legislation, is not in conflict with the financial program of the President.

Very truly yours,
HUBERT WORK.

The following table will show the number of Spanish War soldiers,
their wives, and their widows who are now inmates of State soldiers'
homes in the several States enumerated:

State soldiers' home

Civil
War

soldiers
with
wives

Civil
War

soldiers
without
wives

Widows
of

Civil
War

soldiers

Spanish
War

soldiers
with
wives

Spanish
War

soldiers
without
wives

Widows
of

Spanish
War

soldiers

Boise, Idaho 91  25  
Vineland, N. J 22 49 142 1 3 1
Lisbon, N. Dak 3 8 12  1  
Veterans' Home, Napa County, Calif 310  556  
Orting, Wash 121 141 69 33 66  
Roseburg, Oreg 4 104 4  26 1
Retsil, Wash 102 111 72 17 36 2

Burkett, Nebr 94 97 204 5 11 2

Columbia Falls, Mont _ 12 29 22 1 20 1
Buffalo, Wyo 1 10 12 1 6  
Homelake, Colo  13 47 17 13 25 1
Fort Dodge, Kans 109 16 131 9 0 1
Oklahoma City, Okla 14 28 22  2  

Bristol, R. I 103  • 12  

Hot Springs, S. Dak  16 89 49 13 12  
Marshalltown, Iowa 98 229 240 3 36  
Quincy, Ill 149 384 248 17 57 1
Waupaca, Wis I 45 75 231 17 14  
Tilton, N 11 27  12  
Milford, Nebr 27 45 95  11 1

Minneapolis, Minn 30 173 116 1 57 1

LaFayette, Ind 77 39 385 29 12 4

Bennington, Vt 29  4  

Grand Rapids, Mich 31 267 241 5 82 3

Noroton Heights, Conn 107  80  
Sandusky, Ohio 450  210  

St. James, Mo 39 55 88 3 8  

Kearny, N. J 127  78  
Erie, Pa 6 78  8 56  
Oxford, Chenango County, N Y 9 4 149 2  1

Bath, Steuben County, N. Y . 198  62  

Chelsea, Mass. (no report).

Total 734 1, 0241, 022 3, 520 2, 549 20
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Hon. PETER NORBECK,
Chairman Committee on Pensions,

United States Senate.
MY DEAR SENATOR NORBECK: In response to your communication of the 6th

instant, inclosing copies of a bill S. 3300 (committee print) concerning which you
ask a report showing the number of pensioners by classes now on the roll affected
by the bill, with the additional cost thereof, I have to advise you that there are
now on the pension roll 106,053 persons who would be affected by the first section
of the bill, and it is estimated that during the period ending June 30, 1927, there
will be a net gain of 30,000. At the rates proposed in the bill the additional cost
to June 30, 1927, would be approximately $16,162,536.

Section 2 of the bill will affect 19,400 cases now on the rolls, besides 13,648
minor children. It is estimated that there will be a net gain of 3,000 pensioners
during the period ending June 30, 1927, and that the increased cost thereof to
that date would be approximately $2,773,572.

It is found that it is not possible at this time to estimate the number of persons
who might be affected by section 3 of the bill, although it is believed that it will be
a considerable factor in the future cost of pensions.

It is estimated that the total additional cost of this legislation for the period
ending June 30, 1927, will be approximately $18,936,108. During each succeed-
ing year for three years at least the probable cost will be about $18,000,000.
The number of Spanish War survivors who are pensioners and who are now in

national homes for disabled volunteer soldiers is approximately 5,800.
A copy of this report was submitted to the Director of the Budget, who, under

date of March 17, 1926, advised "that the proposed report, which contains only
cost data and makes no recommendation for or against the proposed legislation,
is not in conflict with the financial program of the President."

Very truly yours,

There are 11,454 soldiers in the National Homes for Disabled
Volunteer Soldiers, but of this number we have no statistics to show
how many of them are Spanish War soldiers. Wives and widows of
soldiers are not admitted to national soldiers' homes. No part of the
pension is deducted from an inmate of a national home for his main-
tenance or hospitalization, and in only a few of the State homes,
probably not more than five, make any deductions from the pensions
on account of maintenance in a State home. All Spanish War sol-
diers are admissible to hospitals under the control and operated by
the Veterans' Bureau. We have no data as to the number of Spanish
War soldiers in the hospitals of the Veterans' Bureau.

Following will be found the report of the Secretary of the Interior
dated March 20, 1926, upon the cost of this bill:

DEPARTMENT OF THE INTERIOR,
Washington, March 20, 1926.

HUBERT WORK.
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Mr. NORRIS, from the Committee on Agriculture and Forestry,

submitted the following

REPORT

[To accompany H. J. Res. 2131

The Committee on Agriculture and Forestry, to which was re-
ferred the joint resolution (H. J. Res. 213) for participation of the
United States in the Third World's Poultry Congress to be held
at Ottawa, Canada, in 1927, having considered the same, report
thereon with the recommendation that it do pass.
The necessity for participation on the part of our Government

in this World's Poultry Congress is explained and set forth in the
message of the President of March 13, 1926, together with the
correspondence relative thereto. The message of the President is
as follows:
To the Congress of the United States:

I transmit herewith a report by the Secretary of State recommending legisla-

tion by Congress authorizing an appropriation of $20,000, or so much thereof as

may be necessary to enable the participating and installation of a suitable

national exhibit at the Third World's Poultry Congress, to be held at Ottawa,

Canada, in July, 1927, in accordance with a request of the Secretary of Agricul-

ture, a copy of whose letter is attached to the report of the Secretary of State.

I share in the view of the Secretary of Agriculture and the Secretary of State

that participation by the United States in this World's Poultry Congress would

be in the public interest, and I recommend that the appropriation be authorized

and granted.

THE WHITE HOUSE,
March 13, 1926.

CALVIN COOLIDGE.

The PRESIDENT:
The undersigned, the Acting Secretary of State, has the honor to lay before

the President a copy of a letter from the Secretary of Agriculture setting fort
h

the interest the Department of Agriculture takes in this Government's participa-

tion, by delegates and exhibits, in the Third World's Poultry Congress to be

held at Ottawa, Canada, in July, 1927, and requesting, with a view to acceptance

of the invitation extended to this Government by the Government of the

Dominion of Canada, that legislation be obtained from Cqngress authorizin
g
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the President to designate official delegates on the part of the United States,
and an appropriation of $20,000 or so much thereof as may be necessary, to enable
the preparation and installation of a suitable national exhibit.
The reasons advanced by the Secretary of Agriculture in support of his request

seem to leave no doubt that compliance therewith would be in the public interest,
and I have therefore no hesitation in recommending that the request he trans-
mitted to the Congress with a view to obtaining the legislation sought by the
Secretary of Agriculture in the draft joint resolution which he submits.

Attention is invited to the statement of the Secretary of Agirculture that in
order to plan and construct an adequate exhibit in an economical and effective
manner it will be necessary to have funds available not later than July 1 next.
A letter from the Director of the Bureau of the Budget, stating that the

request is not in conflict with the financial program of the President is also
inclosed.

Respectfully submitted.

DEPARTMENT OF STATE,
Washington, March 12, 1926.

JOSEPH C. GREW.

BUREAU OF THE BUDGET,
Washington, March 6, 1926.

MY DEAR MR. SECRETARY: I have your letter of March 4, 1926, submitting
copy of a proposed report to the President recommending that Congress be re-
quested to authorize the acceptance of the invitation extended by the Government
of the Dominion of Canada to this Government to participate in the Third
World's Poultry Congress to be held at Ottawa, Canada, in July, 1927, and also
recommending that Congress be requested to authorize an appropriation for
$20,000, or so much thereof as may be necessary, to arrange for the preparation
and installation of a suitable exhibit.

In reply to your request for a statement as to whether the proposed report is in
harmony with the financial policy of the President, I have to advise you that the
proposed request for legislation authorizing the acceptance of the invitation and
authorizing an appropriation of $20,000 for the purpose stated would not be in
conflict with the financial program of the President.

Sincerely, yours,

The SECRETARY OF STATE.
H. M. LORD, Director.

DEPARTMENT OF AGRICULTURE,
Washington, February 11, 1926.

The SECRETARY OF STATE.
DEAR MR. SECRETARY: Further reference is made to the State Department's

letter of January 7, with copy of a note from the British Embassy, extending on
behalf of the Governor General of Canada, an invitation to the Government of
the United States to send delegates and exhibits to the Third World's Poultry
Congress to be held at Ottawa in July, 1927.
The United States is the most important poultry-raising country in the world,

producing more than one-third of the world's supply of poultry and eggs. The
industry ranks fifth in value of all the major agricultural industries of this country,
having a total annual production valued considerably in excess of $1,000,000,000.
It is very desirable, therefore, in the judgment of this department, that this im-
portant industry be suitably represented by accredited delegates and by national
exhibit at the coming congress, and it is recommended that the necessary authority
be secured to make this possible.
The congress to be held at Ottawa will be the first international poultry meeting

to be held in America. Indications are that it will be the most thorough attempt
ever made in any country to bring together at one series of sessions and exhibitions
the most advanced knowledge relating to the production, distribution, and use of
poultry products. The poultry congresses are held under the auspices of the
:International Association of Poultry Investigators and Instructors every third
year. The first congress was held at The Hague in 1921 and the second in Spain,
at Barcelona, in 1924. I am informed that the prestige of the poultry industry of
the United States has suffered in the eyes of foreign countries through failure of
the United States. to be officially represented by accredited delegates and a
national exhibit at either of the previous congresses, when most of the other
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lountries had extensive national exhibits portraying the fundamental features of
their respective poultry industries.

It is understood that a great many people will attend the congress from this
country, including, in addition to members of the staff of this department, repre-
sentatives of State agricultural colleges and experiment stations, officials of poul-
try organizations

' 
and prominent poultry breeders. In view of the wide interest

in the congress, it is believed desirable that authority be secured which will permit
the President to designate as many as 25 delegates to the congress, to be selected
from the staff of the Department of Agriculture and from representatives of out-
side interests. At the appropriate time this department will be glad to suggest
to the State Department the names of suitable delegates to the congress, for the
,consideration of the President in making the appointments.

While this 'would take' care of the matter of delegates, the poultry interests
of this country point out that only by means of a suitable national exhibit can
participation by the Unted States be made to adequately represent its poultry
industry, and that in this way, more effectively than in any other, information
can be given concerning the character and quality of breeding stock and poultry
products of the United States available for export purposes. They have urged
'upon the department the importance of an appropriate Government exhibit
.and the department would like very much to be in position to prepare and dis-
play such an exhibition dealing with the industry of the United States. The
exhibit contemplated, if the necessary authority and funds can be secured,
would conform in size and general plan to the one displayed at the World's
Dairy Congress held at Syracuse, N. Y., in 1923. It would portray to American
representatives, who will attend in large numbers, and to delegates from about
40 foreign countries, in a correlated manner the fundamental features concern-
ing the organization and development of the poultry, industry of the United
States, including the broad problems of production, distribution, and marketing
of poultry and poultry products. After a very careful study, it is estimated
that $20,000 is the minimum amount that would be required to defray the cost
of building, transporting, installing, and displaying such an exhibit, and its
return to the United States, where the material would be well suited for subse-
quent use at State and interstate fairs, and to cover the travel and subsistence
expenses of the members of the department staff to display and demonstrate
the exhibit, including a sufficient number of subject-matter specialists to properly
explain its different features.

Since in order to plan and construct an adequate exhibit in an economical and
effective manner it will be necessary to have funds available not later than July 1
next, it is recommended that Congress be requested at the earliest practicable
date to authorize acceptance of the invitation of the Canadian Government and
the appointment of delegates and the provision of the necessary appropriation
for participation by the United States in the Ottawa congress. The following
draft of a joint resolution for presentation to Congress is suggested for the con-
sideration of your department:

"Title: 'For participation of the United States in the Third World's Poultry
Congress to be held at Ottawa, Canada, in 1927.'
"Whereas the United States has been invited by the Government of Canada

to send delegates and an exhibit to the Third World's Poultry Congress, to be
held at Ottawa, Canada, during July and August, 1927: Therefore be it
"Resolved by the Senate and House of Representatives of the United States of

America in Congress assembled, That said invitation be accepted.
"SEC. 2. That the President is hereby authorized to designate official delegates

to enable the United States to participate in the proposed congress.
"SEC. 3. That the Secretary of Agriculture is authorized to prepare and install

a suitable national exhibit for display at the proposed congress, portraying in
a corielated manner the fundamental features concerning the organization and
development of the poultry industry of the United States, including the broad
problems of production, distribution, and marketing of poultry and poultry
products, and the sum of $20,000, or so much thereof as may be necessary, is
hereby authorized to be appropriated for the purpose of preparing, transport-
ing, and demonstrating such an exhibit."

Before receipt of the formal invitation from the Canadian Government, and
Acting upon informal advice from the Canadian Ministry of Agriculture and
prominent poultry organizations in the United States urging participation by the
Department of Agriculture by an exhibit at the Ottawa congress, this depart-
ment endeavored to have included in the Budget for 1927 an item of $20,000
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in a communication to the Director of the Bureau of the Budget, dated Novem-
ber 20, 1925. The matter was presented to the President shortly thereafter,
and the department was subsequently advised that the proper procedure would
be to wait until formal invitation of the Canadian Government was received,
after which proposed legislation could be submitted to the Bureau of the Budget
for consideration in connection with the financial program.
The Department of Agriculture is much interested in the matter and will be

glad to cooperate with your department in every way possible to secure early
action on the proposals made in the foregoing.

Sincerely yours,
W. M. JARDINE, Secretary.

A letter from the Secretary of Agriculture regarding the proposed legislation
is as follows:

MARCH 22, 1926.
Hon. GILBERT N. HAUGEN,

Chairman Committee on Agriculture,
House of Representatives.

DEAR MR. HAI:IGEN: Reference is made to the message of the President dated
March 13, 1926, contained in Senate Document No. 82, Sixty-ninth Congress,
first session, recommending legislation to enable the United States to accept
the invitation of the Government of Canada to the Third World's Poultry
Congress to be held at Ottawa, Canada, in 1927, and authorization of an appro-
priation of $20,000 to provide for the preparation, transportation, and demon-
stration by the Department of Agriculture of a suitable poultry exhibit at the
congress. The President's message, I understand, was referred to your com-
mittee for consideration. A copy of Senate Document No. 82, which contains
the message and letters from the State Department and this department ex-
plaining the purposes of the World's Poultry Congress, and of the proposed
exhibit, is inclosed herewith.

This department is much interested in securing favorable consideration of the
legislation recommended at the earliest date possible and will appreciate such
action as you may be in position to take to that end. In order to prepare a
suitable exhibit covering the American poultry industry in an effective and
economical manner it would be necessary for us to secure the appropriation
for that purpose during the present session of Congress, but an estimate can not
be submitted, of course until the necessary enabling legislation has been en-
acted. In order possibly to facilitate consideration of the matter, I take the
liberty of transmitting herewith a draft of a proposed joint resolution covering
the legislation as approved by the President.

Sincerely yours,
W. M. JARDINE, Secretary.
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Mr. COUZENS, from the Committee on Civil Service, submitted the
following

REPORT

[To accompany S. 3,560]

The Committee on Civil Service, to which was referred the bill
S. 3560, beg leave to report that they have had the same under con-
sideration and hereby report it favorably and recommend that it
do pass.
The bill is designed to grant to ex-service men and women, who are

employed by the Government, a leave of 60 days in 1927 in consid-
eration that ,they do not take their annual leave of 30 days in 1926
and permit the 30 days in 1926 to accumulate and be taken in 1927.
The bill would thus grant no additional leave to that now granted
by law.
The American Legion will hold its annual convention in Paris,

France, and it is felt by the officers of the Legion that the regular 30-
day leave would hardly justify their members in going to the expense
of taking the trip to Paris in 1927 to attend the convention.
Request was made of the heads of the various executive depart-

ments of the Government for an opinion on the bill and in every
instance there was no objection to its adoption. Copies of the letters
from the various executives to the Hon. Frederick R. Lehlbaeh,
chairman of the Civil Service Committee of the House of Represent-
atives, are attached hereto.
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DEPARTMENT OF THE INTERIOR,
Washington, March 24, 1926.

Hon. FREDERICK R. LEHLBACH,
Chairman Committee on the Civil Service,

House of Representatives.
MY DEAR MR. LEHLBACH: Your letter of March 13, 1926, has been received,

inclosing with request for report thereon H. R. 10057, a bill to authorize the
granting of leave to ex-service men and women to attend the annual convention
of the American Legion in Paris, France, in 1927.
Upon looking into this matter I find that, based upon a count of the World

War veterans in this department in Washington, the number of persons to be
affected by this act is approximately 14 per cent of the total number of employ-
ees, and applying this percentage to the whole department, there are approxi-
mately 1,878 veterans in the District of Columbia and in the field who would be
beneficiaries under this bill.
I have no objections to interpose to the favorable consideration of the bill,

provided it is so amended as to state specifically that the extended leave shall
be without pay and that the granting thereof by the head of the department
shall be conditioned upon the fact that their services can be spared; also that the
portion of the bill commencing at the end of line 8, which authorizes the use
during 1927 of any part of the 30 days annual leave not granted or used during
the year 1926, be eliminated.

Very truly yours,
HUBERT WORK.

UNITED STATES CIVIL SERVICE COMMISSION,
Washington, D. C., March 16, 1926.

Hon. FREDERICK R. LEHLBACH, M. C.,
House of Representatives.

MY DEAR MR. LEHLBACH: In reply to your letter of March 13, inclosing a copy
of H. R. 10057, by Mr. Britten, and asking for my comments, I would state that
the purpose of the bill is so clearly stated that it seems to leave no room for ques-
tion. It means that any department or independent executive establishment
in its discretion may grant the extended leave as authorized by the bill.

It does not seem that anything more is necessary to accomplish its purpose.
Very respectfully,

JOHN T. DOYLE, Secretary.

DEPARTMENT OF STATE,
Washington, March 22, 1926.

MY DEAR MR. LEHLBACH: I have received your letter of March 13, trans-
mitting a copy of a bill (H. R. 10057) entitled "A bill to authorite the granting
of leave to ex-service men and women to attend the annual convention of the .
American Legion in Paris, France, in 1927," and inviting comment thereon.
In reply I take pleasure in informing you that the provisions of the bill have been
noted and barring unforeseen contingencies there would be no objection inter-
posed to those ex-service men and women of the Department of State who
signify their intention of attending the annual convention of the American
Legion in Paris, France, in 1927, availing themselves of the privileges authorized
in the bill should it become a law.

Very sincerely yours,
FRANK KELLOGG.

Hon. FREDERICK R. LEHLBACH,
House of Representatives.

OFFICE OF THE ATTORNEY GENERAL,
Washington, D. C., March 16, 1926.

Hon. FREDERICK R. LEHLBACH,
Chairman Committee on the Civil Service,

House of Representatives, Washington, D. C.
MY DEAR MR. CHAIRMAN: Replying further to your letter of the 13th instant,

with which you inclosed for my comment a bill (H. R. 10057) to authorize the
granting of leave to ex-service men and women to attend the annual convention
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of the American Legion in Paris, France, in 1927, I beg to say that I know of

no objection to the enactment of this bill into law.
Respectfully,

JNO. G. SARGENT, Attorney General.

Hon. FREDERICK R. LEHLBACH, M. C.
Chairman Committee on the Civil Service,

House of Representatives, Washington, D. C.

MY DEAR MR. LEHLBACH: I have yours of the 13th instant inclosing a copy

of a bill (H. R. 10057) to authorize the granting of leave to ex-service men and

women to attend the Annual Convention of the American Legion in Paris,

France, in 1927, and requesting comment thereon.
I have caused an examination to be made of this bill and am aware of no objec-

tion to its enactment into law, especially in view of the fact that it does not affect

the act of May 3, 1893, which provides for the granting of annual leave with pay

not to exceed 30 days in any one year.
Cordially yours,

DEPARTMENT OF LABOR,
Washington, March 15, 1926.

JAMES J. DAVIS, Secretary.

Hon. FREDERICK R. LEHLBACH,
Chairman Committee on the Civil Service,

House of Representatives.

MY DEAR MR. LEHLBACH: I received your letter of the 13th instant requesting

comment on the bill (H. R. 10057) authorizing the granting of leave to ex-Aervice

men and women to attend the annual convention of the American Legion in

Paris in 1927.
This department has no objection to offer on the proposed legislation. The

interests of the Government appear to be conserved in that the department heads

are given discretion in respect to granting the leave authorized by the bill.

Sincerely yours,

WAR DEPARTMENT,
Washington, March 19, 1926.

HANFORD MACNIDER,
Acting Secretary of War.

DEPARTMENT OF THE NAVY,
Washington, March 19, 1926.

The CHAIRMAN COMMITTEE ON THE CIVIL SERVICE,
House of Representatives, Washington, D. C.

MY DEAR MR. CHAIRMAN: Replying to your letter of March 13, 1926, inclosing

a bill (H. R. 10057) to authorize the granting of leave to ex-service men and

women to attend the annual convention of the American Legion in Paris, France,

in 1927, and requesting the department's comments on this proposed legislation,

I have the honor to advise you as follows:
This bill contemplates that ex-service men and women who are employed in

the executive departments and independent establishments of Washington, D. C
.,

who desire to attend the annual convention of the American Legion in Pari
s,

France, in 1927, may be granted leave with pay in the calendar year 1927 not

taken in the calendar year 1926, together with such leave with pay as may be

granted in the calendar year 1927. The act of March 3, 1893, governs leave to

employees in the executive departments and independent establishments in

Washington, D. C.
The bill does not, however, clearly provide for similar leave for the many

ex-service men and women employed in the field services of the several executive

departments, who are granted leave with pay under the provisions of leave acts

other than the act of March 3, 1893, mentioned in the bill, which latter act, 
as

stated, only applies to the executive departments at Washington. The employees

of the Naval Establishment are granted leave under the provisions of the 
act of

August 29, 1916, which permits pro rata leave with pay at the rate of 30 days p
er

annum, after the completion of one year's service. It will be thus noted that
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leave to employees of the Naval Establishment is granted on the basis of the serv-
ice year and not the calendar year, as is the case in the executive departments.

This bill does not increase the number of days' leave with pay, but simply pro-
vides for the accumulation of leave with pay. It does not, therefore, appear thatany additional expenses is involved, unless the number of employees at any naval
activities who would avail themselves of the privileges of this bill would be so
large as to require the employment of substitutes during their absence to carry
on their duties.
However, in view of the provisions of the bill granting discretion to heads of

executive departments in connection with authorization of leave, it is believed
that no leave will be granted involving the employment of substitutes, and con-
sequently no additional expense is anticipated.
In l'riew of the foregoing, this department would have no objection to the en-

actment of the bill H. R. 10057.
Sincerely yours,

CURTIS D. WILBUR, Secretary of the Navy.

TREASURY DEPARTMENT,
Washington, D. C., March 25, 1926.

Hon. FREDERICK R. LEHLBACH,
Chairman Committee on the Civil Service,

House of Representatives.
DEAR CONGRESSMAN LEHLBACH: Careful consideration has been given to the

bill (H. R. 10057) transmitted with your letter of March 13, 1926.
This bill to authorize the granting of leave to ex-service men and women toattend the annual convention of the American Legion in Paris, France, in 1927,

contains nothing to which this department would object. If enacted into law
no embarrassment would result to the department in complying with the terms
thereof.

Very truly yours,

Hon. FREDERICK R. LEHLBACH,
Chairman Committee on the Civil Service,

House of Representatives.
MY DEAR CONGRESSMAN: I have received your letter of March 13, 1926,inclosing a copy of H. R. 10057, entitled "A bill to authorize the granting ofleave to ex-service men and women to attend the annual convention of theAmerican Legion in Paris, France, in 1927," and requesting comments thereon.As the bill does not contemplate granting to employees any additional leave ofabsence other than that to which they are entitled, under the law, but simplymakes accumulative unused portions of annual leave, with pay, I have no objec-tion to the enactment of such a law.

Sincerely yours,

A. W. MELLON, Secretary of the Treasury.

OFFICE OF THE POSTMASTER GENERAL,
Washington, D. C., March 27, 1926.

HARRY S. NEW, Postmaster General.

Hon. FREDERICK R. LEHLBACH,
Chairman Committee on the Civil Service,

House of Representatives, Washington, D. C.
MY DEAR CONGRESSMAN: I have your letter of the 13th instant requesting areport from this department on H. R. 10057 entitled "A bill to authorize thegranting of leave to ex-service men and women to attend the annual conventionof the American Legion in Paris, France, in 1927."
I see no objection to this bill, and recommend its passage.

Yours faithfully,
HERBERT HOOVER, Secretary of Commerce.

DEPARTMENT OF COMMERCE,
Washington, March 22, 1926.
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HILL CREST UNIT OF THE BOISE RECLAMATION
PROJECT

APRIL 5 (calendar day, APRIL 12), 1926.—Ordered to be printed

Mr. GOODING, from the Committee on Irrigation and Reclamation,
submitted the following

REPORT

[To accompany S. 37321

The Committee on Irrigation and Reclamation, to whom was re-
ferred the bill (S. 3732), making appropriations for the Hillcrest
and Black Canyon units of the Boise reclamation project, Idaho,
reports the same back with amendments and recommends that it
do pass.
The Hillcrest division is a unit of the Arrowrock division of the

Boise project, this main division being a part of the project dependent
on Boise River for its water supply. The Hillcrest division is the
only part of this general division remaining incomplete.
The gross area of this project is 18,000 acres. The net irrigable

area is 14,100 acres. This is in no sense a new project. When the
Boise project was thrown open for settlement nearly 20 years ago,
settlers, expecting that water would be furnished for this part of the
project, took up homesteads. Every acre of this land is patented
and much of it remains in the hands of the original homesteaders.
Twenty-five to thirty homes still stand on this division of the Boise
project which are monuments of a forlorn hope. There is evidence
on the Hillcrest project that the settlers were ready for water many
years ago. Brush was cleared away, but all that is now left in some
cases is the foundation upon which, at one time, rested the home-
steader's cabin.

There are six families still living on the Hillcrest project that have
not altogether lost faith that the Government will some day continue
its work and finish the project; 8595,600 have already been spent to-
ward furnishing water for the Hillcrest unit of the Boise project. The
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Reclamation Bureau estimates it will require an investment of $863,-
000 more to finish the project, and on three different occasions the
Secretary of the Interior has recommended appropriations for Hill-
crest project to the Budget, but the Budget, for some reason, has never
made any authorization for this project.
In 1918 the Government asked the settlers on the Hillcrest project

to form a district and be prepared to enter into contract with the
Government. This was done, and in September, 1921, the Govern-
ment did enter into a contract whereby it was to finish the project
and furnish water to the settlers, but since that time nothing has been
done. Practically five years have now passed, and with the exception
of the Secretary of the Interior, the Government has made no effort
to carry out its contract with the settlers on the Hillcrest project.

Hillcrest project is but 5 miles from Boise, the captal of the State,
and some parts of the project almost join the city of Boise. Practi-
cally all of the project is wqhin sight of the State capitol building,
and owing to its nearness to the capital of the State, these lands will
become very valuable as soon as water is supplied.
The Secretary of the Interior considers it economically sound to

finish the Hillcrest division of the Boise project so that the $595,600
that have already been spent on that project may start coming back
into the Treasury of the United States.
The committee recommends that the bill be amended as follows:
In line 3 strike out the words "sums are" and insert in lieu thereof

"sum is."
In line 3 after the word "hereby" insert "authorized to be."
In line 6 strike out the comma after the word "fund" and insert

in lieu thereof a period.
In line 6 strike out the words "to be available immediately."
In line 9 strike out the comma after the figures $450,000 and insert

in lieu thereof a period.
Strike out all of linel 10, 11, and 12.
Amend the title so as to read: "Authorizing an appropriation for

the Hillcrest unit of the Boise reclamation project, Idaho.
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VACATING CERTAIN STREETS AND ALLEYS WITHIN THE AREA
KNOWN AS THE WALTER REED GENERAL HOSPITAL, DISTRICT
OF COLUMBIA, AND AUTHORIZING THE EXTENSION AND
WIDENING OF FOURTEENTH STREET FROM MONTAGUE STREET
TO ITS SOUTHERN TERMINUS SOUTH OF DAHLIA STREET

APRIL 5 (calendar day, APRIL 12), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany S. 2477]

The Committee on the District of Columbia, to whom was referred
the bill (S. 2477) to vacate certain streets and alleys within the area
known as the Walter Reed General Hospital, District of Columbia,
and to authorize the extension and widening of Fourteenth Street
from Montague Street to its southern terminus south of Dahlia
Street, having considered the same, report favorably thereon with
the recommendation that the bill do pass with the following amend-
ments:
• In line 7, page 3, strike out the word "is" and insert in lieu thereof
the word "as."
Lines 13 and 14, page 3, strike out the words "motor busses."
Page 4, following line 3, insert a new section, as follows:
SEC. 5. That the plan of the permanent system of highways for the District

of Columbia shall be, and the same is hereby, amended so that Aspen Street,
between Georgia Avenue and Sixteenth Street northwest, as laid down on said
plan, shall be shifted southerly so that the north line of said Aspen Street shall be
coincident with the south line of said street as laid down on said plan prior to
the passage of this act; that the United States, in its own name, through its
Attorney General, shall institute condemnation proceedings in accordance with
the procedure laid down in Chapter XV of the Code of Law for the District of
Columbia for the purpose of acquiring a strip of land ninety feet wide immediately
south of and contiguous to the present south line of the Walter Reed General
Hospital Reservation, between Georgia Avenue and Sixteenth Street northwest:
Provided, That upon the conclusion of said proceedings title to the southern
forty-five feet of said strip of land shall become vested in the District of Colum-
bia for the purposes of a street, the same to constitute the northern one-half
of the new Aspen Street between Georgia Avenue and Sixteenth Street north-
west, and that title to the 'northern forty-five feet of said strip of land shall be
vested in the United States as part of the reservation for the Walter Reed
General Hospital: And provided further, That there is hereby authorized and ap-
propriated out of moneys in the Treasury of the United States not otherwise
appropriated a sum sufficient to pay for all damages and costs in connection
with, the proceedings authorized under this section.

S R-69-1—vol 2-23
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The object of the bill is twofold. It authorizes the relinquishment
or abandonment of certain streets and alleys included in the perma-
nent plan of highways for the District of Columbia, within the area
known as the Walter Reed Hospital grounds, and it provides for the
extension and widenino-

'' 
of Fourteenth Street NW., from Montagu,

Street to the southern boundary of the hospital reservation, as well
as a restricted use of a continuation of the street through the hos-
pital grounds, subject to regulation and control of traffic within the
reservation by the hospital authorities.
The closing of the streets and alleys within the reservation is neces-

sary in order to provide for additional hospital buildings and exten-
sions to existing buildings. Such streets and alleys are not now in
use by the public, but are merely part of the plan of 'highways adopted
some years ago. The. District Commissioners have recommended
their relinquishment.

There exists a very real and urgent need for the opening up of an
additional thoroughfare to the northern boundary of the District of
Columbia, to meet the requirements of the rapidly increasing popu-
lation in tie territory adjacent to the Walter Reed Hospital Reserva-
tion. The committee is informed that there are more than a thousand
homes in Maryland and the District of Columbia immediately
beyond the hospital, with an estimated population of 5,000 _people.
Property owners in that vicinity, as well as residents of the District
of Columbia generally, are confronted with a "traffic bottle neck" in
traveling to and from adjacent Maryland suburbs, due to the fact
that the only streets available are Sixteenth Street (connecting with
Alaska Avenue) and Georgia Avenue. Even Sixteenth Street, over
part of its length, is restricted against certain kinds of traffic, so that
practically the only unrestricted through highway is Georgia Avenue,
already congested and certain to become more so unless relief is
afforded by the opening of Fourteenth Street through the hospital
reservation. Rock Creek Park, the Soldiers' Home grounds, and the
grounds of a number of private institutions cut off many streets, with
the result that Georgia Avenue and Sixteenth Street are at the present
time the only direct routes from the northwestern section of the city
to the Maryland line, and are, in fact, the only streets opened
between Twelfth Street NW. and Thirty-ninth Street, or Chevy Chase
Circle.
Fourteenth Street is now open as far as Montague Street, which is

about 4,000 feet south of Walter Reed Hospital, and the District
Commissioners also desire to extend the street to the hospital reserva-
tion because the property owners are ready and anxious to develop
their properties. This is prevented, however, by a special provision
of the existing law relating to the opening of streets where benefits
equal damages, which specifically prohibits the extension of Four-
teenth Street, because of past differences of opinion as to limitation
and control of traffic through the hospital grounds. Walter Reed
Hospital authorities have objected to unrestricted traffic through the
reservation, because of the mental and physical disturbance to pa-
tients of the institution.
The bill hereby reported has been agreed upon in conferences be-

tween the District Commissioners, the members of the Senate and.
House District Committees, and those in charge of Walter Reed Hos-
pital. It permits traffic through the hospital reservation, on Four-
teenth Street extended, except as to street cars and solid-tire trucks,
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which are prohibited. The grade of the street through the hospital
reservation shall be subject to the approval of the Secretary of War,
and regulation and control of traffic within the limits of the reservationis to be under the supervision of the hospital authorities.
In view of the fact that the extension of the street will be of great

benefit to the people of the District of Columbia as a whole, and that
there are some residences and other improvements located in the
direct line of the street as it is to be extended and widened, a pro-
vision has been incorporated in the bill to the effect that the con-
demnation jury shall separately report the damages for structures
between Montague Street and the hospital reservation, and if the
total damages for both land and structures does not exceed the bene-
fits by more than the value of such buildings, the excess of damages
shall be borne by the District. This departs from the usual require-
ment that damages awarded shall not exceed benefits assessed, and is
considered necessary and advisable by the District Commissioners.
The cost if any is to be appropriated entirely from District revenues.
There are no existing structures on the hospital grounds which are
in line with the proposed extension.
However, when Fourteenth Street is extended, there will be need

for the opening of Aspen Street, on the south side of Walter Reed
Hospital, intersecting with Fourteenth Street. Some of the struc-
tures of the hospital are located in the line of Aspen Street, which
has not been opened. These include a power house, laundry, ice
plant, steam pipes, and other like service buildings, which would
have to be destroyed if Aspen Street were opened along the line
laid down in the permanent highway plan. A section has been
added to the bill, therefore, as the result of agreement between
District and hospital authorities, approved by the House and Senate
committees, which provides for the relocation of Aspen Street 90
feet to the south, the necessary land to be acquired by and at the
cost of the United States in view of the fact that the land now in
the present line of Aspen Street will become a part of the hospital
reservation. Half of the strip to be acquired will be developed by
the hospital authorities as a park area to remove or lessen the un-
sightliness of the structures mentioned, which would otherwise
immediately face or front the new street.
Appended hereto and made a part of this report is a letter from

the District Commissioners, giving additional information.

COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
Washington, January 12, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia have the honor to transmit

herewith a draft of a bill entitled "A bill to vacate certain streets and alleys
within the area known as the Walter Reed General Hospital, District of Columbia;
and to authorize the extension and widening of Fourteenth Street from Montague
Street to its southern terminus south of Dahlia Street," which they request be
introduced and enacted during the present Congress.
The object of this bill is to authorize the closing of certain streets and alleys

within the Walter Reed Hospital reservation and to provide for the extension and
wideriihg of Fourteenth Street NW. from Montague Street to the southern
boundary of the Walter Reed Hospital reservation in accordance with the plan of
the permanent system of highways for the District of Columbia. The closing of
the streets and alleys within the reservation is necessary in order to provide for
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additional buildings and extensions to existing buildings within the reservation.
The commissioners have no objection to the closing of any of the streets and
alleys included within this area with the exception of Aspen and Fourteenth
Streets.
There is a general law which authorizes the commissioners to institute con-

demnation proceedings for the opening of streets in accordance with the highway
plan (U. S. Stats. vol. 37, p. 950), which provides that the entire cost of acquiring
the necessary land, plus the cost of the proceedings, shall be assessed as benefits.
The proposed bill provides that the cost of all land to be condemned for the ex-
tension and widening of Fourteenth Street between the limits named, plus the
cost and expense of the condemnation proceeding, shall be assessed against any
property which the jury shah find to be benefited, and that no greater amount of
excess of damages and costs over benefits than the value fixed by the jury for
improvements within the lines of Fourteenth Street between Montague Street
and the southern boundary of the hospital reservation shall be paid out of the
revenues of the District of Columbia. It is estimated that it would cost approxi-
mately $175,000 to condemn the 'and and improvements required for the opening
of Fourteenth Street between the limits named ($145,000 for the land, including
the cost of the proceeding, and $30,000 for the improvements).
Inasmuch as the opening of this street is required primarily for the logical and

orderly development of the community at large, it is the opinion of the com-
missioners that it would be equitable and proper for the District of Columbia
to share in the cost, at least, to the extent provided in the bill.

Fourteenth Street, extended, as laid down on the highway plan, runs through
the Walter Reed Hospital reservation, which is continuous from Georgia Avenue
to Sixteenth Street, a distance of approximately one-half mile. There has been
a very insistent demand for the opening of this street in order to accommodate
the ever-increasing traffic. The hospital authorities have recognized that Four-
teenth Street would eventually be extended through the reservation, for no build-
ings, not even of a temporary character, have been erected on the reservation
within the lines of the proposed street.
There is inclosed a section of the highway map showing in blue the streets pro-

posed to be vacated and closed and in red the extension of Fourteenth Street be-
tween Montague and Aspen Streets. The streets shown in dotted lines within the
hospital reservation, except Fourteenth Street, while they appear on the highway
extention plan, will never be opened.
When the bill providing for the opening of Fourteenth Street was originally

introduced, the hospital authorities were strenuously opposed to the plan and, as
a result, the Higlfway Commission, consistng of the Secretary of Vial., the
Secretary of the Interior, and the Chief of Engineers of the United States Army,
held a public hearing in the District Building on June 23, 1921. and as a result of
that hearing, the commission recommended the opening of the street through the
hospital reservation

' 
the then Secretary of War, a member of the commission,

having concurred in this recommendation.
In order to overcome any objection that might be made that traffic through

the hospital reservation would endanger the lives of patients, the commissioners
have inserted a proviso which would prohibit the operation of street railway
cars, motor busses, and trucks equipped with solid tires on Fourteenth Street
through the reservation, and would place the regulation and control of traffic
within the limits of the reservation under the supervision of the, hospital author-
ities. It is also provided that the grade of Fourteenth Street through the hospital
reservation shall be subject to the approval of the Secretary of War.

There is no District legislation now pending that is of more vital importance
to the development of the northern part of the District of Columbia than the
bill submitted. This part of the District and the adjacent communities in the
State of Maryland are being developed very rapidly and with the normal growth
of motor transportation the opening of Fourteenth Street as an additional arterial
highway leading into the District from the north will be necessary to relieve
traffic conditions on Georgia Avenue, Alaska Avenue, and Sixteenth Street.
The Director .of the Bureau of the Budget has informed the commissioners

that the proposed legislation is in accord with the financial program of the
President.

Very respectfully,
BOARD OF COMMISSIONERS OF THE

DISTRICT OF COLUMBIA,
By CUNO H. RUDOLPH, Pvesident.
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AMENDING AN ACT AUTHORIZING PURCHASE OF CERTAIN LANDS

BY THE CITY OF McMINNVILLE, OREG.

APRIL 5 (calendar day, APRIL 12), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 8534]

The Committee on Public Lands and Surveys, to whom was referred
the bill (H. R. 8534) to amend an act entitled "An act to authorize
the purchase by the city of McMinnville, Oreg., of certain lands
formerly embraced in the grant to the Oregon & California Railroad
Co. and revested in the United States by the act approved June 9,
1916," approved February 25, 1919 (40 Stat. 1153), having considered
the same, report favorably thereon with the recommendation that
the bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands which is appended hereto and made a part of
this report, as follows:

!House Report No 449, Sixty-ninth Congress, first session.1

The Committee on the Public Lands to whom was referred the bill (H. R. 8534)
to amend an act entitled "An act to alter and amend an act entitled 'An act
granting lands to aid in the construction of a railroad and telegraph line from the
Central Pacific Railroad, in California, to Portland, in Oregon,' approved July 25,
1866, as amended by the acts of 1868 and 1869, and to alter and amend an act
entitled 'An act granting lands to aid in the construction of a railroad and tele-
graph line from Portland to Astoria and McMinnville, in the State of Oregon,'
approved May 4, 1870, and for other purposes," having considered the same,
report it to the House with the recommendation that it do pass with the following
amendment:
Amend the title of the bill to read:
To amend an act entitled "An act to authorize the purchase by the city of

McMinnville, Oreg., of certain lands formerly embraced in the grant to the
Oregon & California Railroad Co., and revested in the United States by the
act approved June 9, 1916," approved February 25, 1919. (40 Stat. 1153.)
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The reasons for the enactment of the above bill are fully explained in a letter
from the Secretary of the Interior, dated February 26, 1926, to the chairman
of this committee, which letter is herein set out in full for the information of the
House, as follows:

DEPARTMENT OF THE INTERIOR,
Washington, February 26, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT: I have your request for report on H. R. 8534, a bill

to amend the act approved February 5, 1919 (40 Stat. 1153), by eliminating
therefrom the SW. X SW. sec. 3, and N. SE. X sec. 13, T. 3 S., R. 6 W.,
Willamette meridian, Oregon.
The said act of February 5, 1919, authorized the Secretary of the Interior tc-

issue a patent to the city of McMinnville, Oreg. for the SW. X NW. X, N.
SW. X, SW. X SW. X, NW. 34 SE. 3, SE. SE. X sec. 3, NW. 3, N.NE. X, SE. X SW. X, SE. X sec. 11, N. S. and N. 3 sec. 13, T. 3 S.,
R. 6 W., Willamette meridian, Oregon, embracing 1,160 acres, on condition that
the city shall first pay to the United States the sum of $2.50 per acre for all of
said lands and the appraised price of the timber on all such lands as may be
classified as timber lands. The purpose thereof it appears is to provide the
means whereby the city may secure an adequate water supply and to insure
protection of the same. The lands involved were formerly embraced in the
grant to the Oregon & California Railroad Co., and revested in the United States
under the act of June 9, 1916. (39 Stat. 218.)
The present bill proposes to eliminate from those lands which the city of McMinn-

ville is authorized to purchase by the said act of February 25, 1919, such subdivi-
sions in sections 3 and 13 as have been classified as timberlands, thereby leaving
the remaining lands subject to such purchase at the rate of $2.50 per acre in addition
to the appraised price of the timber on the SE. X NW. X, sec. 11, which tract
has been classified as timberland and is shown to contain 510,000 feet, board
measure, of merchantable timber.
It does not appear that the interests of the Government will be adversely

affected by the proposed amendment, and I have therefore no objection to the
passage of the bill.

Attention is, however, called to the fact that the title to this bill does not agree
with the amendment as proposed in the bill itself and the title should therefore
be changed to read as follows:
"A bill to amend an act entitled 'An act to authorize the purchase by the city

of McMinnville, Oreg. of certain lands formerly embraced in the grant to the
Oregon & California Railroad Co. and revested in the United States by the act
approved June 9, 1916,' approved February 25, 1919. (40 Stat. 1153.)"

Very truly yours,
HUBERT WORK.
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RESERVING LANDS IN COOS COUNTY, OREG., FOR PARK
PURPOSES

APRIL 5 (calendar day, APRIL 12), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 8817]

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (H. R. 8817) reserving certain described lands in Coos
County, Oreg., as public parks and camp sites, having considered
the same, report favorably thereon with the recommendation that
the bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands (H. Rept. No. 451, 69th Cong., 1st sess.), which
is appended hereto and made a part of this report, as follows:

[House of Representatives, Report No. 451, Sixty-ninth Congress, first sessionl

The Committee on the Public Lands, to whom was referred H. R. 8817, reserv-
ing certain described lands in Coos County, Oreg. as public parks and camp sites,
having considered the same, report it to the House with the recommendation
that it do pass with the following amendment:
Page 1, line 10, strike out the word " Williamette " and insert in lieu thereof

the word "Willamette."
The above bill has the approval of the Secretary of the Interior, as is indicated

in his letter of February 26, 1926, to the chairman of this committee, which
letter is herein set out in full for the information of the House, as follows:

DEPARTMENT OF THE INTERIOR,
Washington, February 26, 1926.

HOD. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.

MY DEAR MR. SINNOTT: I have your request for report on H. R. 8817, reserv-
ing certain described lands in Coos County, Oreg., as public parks and camp sites.
The lands described in this bill embrace four separate and distinct tracts, all

located in Coos County-and lying within the former Coos Bay wagon road grant,
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but now revested in the United States under the act of February 26, 1919 (40
Stat. 1179).
A field investigation covering these lands has been made and the reports based

thereon together with such additional facts bearing on the subject as are dis-
closed by the records of this department, indicate that the lands are well adapted
for the purpose sought, which is a laudable one and should be encouraged.

Attention is called to the fact that the word " Williamette," in line 10 of the
bill, should be corrected to "Willamette."

Very truly yours,
HUBERT WORK.
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CONSOLIDATION OF RAILWAY PROPERTIES

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany S. 3840]

The Committee on Interstate Commerce, having had under con-
sideration the bill S. 3840, recommends to the Senate that it do pass.
In order that there may be no possible misunderstanding with respect

to the action of the committee upon the bill nor with respect to this

report, it is deemed wise to submit a word of explanation. This bill,

in substance and effect, was introduced by the Senator from Iowa,

Mr. Cummins, on December 21, 1925, and numbered S. 1870. It

was referred to the Committee on Interstate Commerce. Hearings

were ordered upon it and they were begun January 21, 1926, and con-

tinued on January 22, 23, 28, and February 5, 6, 16, 18, 19, 24, and

25 when the hearings were closed after accumulating a showing of

318 pages.
Thereafter, the committee, in executive session, considered the bill

during five or six separate meetings. Many amendments—some im-

portant—some unimportant—were offered in the committee and

adopted. A vote was then had upon a motion to report the bill, as

amended, favorably and that motion was agreed to. Inasmuch as

the bill involves a somewhat complicated and intricate subject, it

was then agreed by unanimous consent that its author should take

the bill, as so amended, and introduce a new bill which should be his

original bill with the amendments that had been agreed to in the

committee. This was simply for the purpose of presenting the action

of the committee in a form easily understood. It was further unani-

mously agreed that the new bill, when so introduced, should be referred

to the committee and that thereupon the author of the bill should be

authorized to report it favorably without further action on the part

of the committee.
This will explain why it is that the bill reported is S. 3840 instead

of S. 1870 and will connect the hearings held upon S. 1870 with the
bill now reported to the Senate.



2 CONSOLIDATION OF RAILWAY PROPERTIES

It is thought desirable, in order to fix responsibility for this report,,
to say that while a very considerable majority of the committee;
voted to report the bill favorably and while the facts to which refer-
ence will be hereafter made are fully established in the hearings, the
reasons or argument for its enactment into law have been prepared
by its author and have not been specifically acted upon by other
members of the committee.
Every charge made for transportation, or indeed for any other

public service, is a burden upon industry. We must have, however,
adequate and efficient transportation service; but manifestly, the
charges for it ought to be the lowest charges that will maintain the
service. The object of this bill is to secure the lowest railway rates
that will maintain adequate and efficient railway service.

Before attempting to analyze or explain the several sections of the
bill, it seems wise to refer, in a somewhat general way, to the facts
known to every inquiring person and fully shown in the record of
the hearings which furnish the basis for the belief that the consolida-
tion or unification of our railways into comparatively few systems is,
in the highest degree, imperative if the people of the country are to.
enjoy the lowest railway rates that will maintain adequate and effi-
cient service.
A brief survey of what may be called our "railway plant" and rail-

way facilities will be of assistance. In the continental United States-
there are (using round numbers) 250,000 miles of single main track
railway. There are 40,000 miles of second, third and fourth main
tracks; 116,000 miles of terminal, switching, side and passing tracks,
aggregating 406,000 miles. There is the roadbed upon which these
tracks rest; the bridges, culverts and tunnels over which or through
which they pass. There are 70,000 locomotive engines; 58,000 cars
used in passenger trains, exclusive of sleeping, parlor, dining and pri-
vately owned cars. There are 2,500,000 freight cars, not including
freight cars owned by private enterprises. There are almost an
infinite variety and number of station houses, roundhouses, machine
shops, elevators, warehouses and office and other buildings that can
not be specifically enumerated but can easily be visualized. These
tracks and their facilities constitute more than one-third, nearly
one-half, of all the railway tracks and facilities of the whole world,
and over these tracks and with these facilities there is moved every
year more than half of the railway freight and almost one-half of the
passenger traffic of the earth.

These interesting facts are mentioned mainly to suggest that the
United States has many railway problems peculiar to itself and that
little valuable information can be secured .by consulting the experi-
ence of other countries. These tracks and facili',ies are owned by
about 1,500 and are operated by about 1,000 ,eparate and independ-
ent railway companies. Of these companies about 190 (the number
varying from year to year) are classified by the Interstate Commerce
Commission as roads of Class I. This means a road whose annual
gross operating revenue is $1,000,000 or more. These roads represent
a single track mileage of about 236,000 miles. The remaining mile-
age is distributed among the roads of Class II and Class III with
revenues less than $1,000,000 per year.

Another vital fact is that, upon the average, 80 per cent of all rail-
way traffic is competitive in character; that is to say, the shipper or
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traveler has the choice of two or more railways either at the initial
point or somewhere along the line of the freight movement or journey.
The significance of this fact lies in the obvious conclusion that the
rates for this competitive business must be the same, or substantially
the same, from origin to destination.
The "net railway operating income" of a railway, under the rules

of the Interstate Commerce Commission, is the amount which remains
to the company, from operation, after paying the expenses of opera-
tion and maintenance and, theoretically considered, that could be dis-
tributed by the company in the way of interest upon bonds or other
obligations and dividends upon stock. The net railway operating in-
come of all the railways in the United States was, in 1922, $769,411,093
in 1923, $974,917,715; in 1924, $987,123,417 (for 1925 the reports are not
yet complete). If all the railway properties were owned by a single
corporation, this net railway operating income for 1924 would have
paid more than 5 per cent upon the value of these properties, as
tentatively determined by the Interstate Commerce Commission in
1920, with the capital investments since that time added. This,
it is believed, would closely approach a fair return.
When, however, we inquire with respect to the distribution of this

aggregate net operating income, we come to the real question involved
in the policy of consolidation. The evidence submitted to the com-
mittee shows beyond controversy that no considerable part of our
railway mileage can be abandoned. On the other hand, it is not con-
troverted that our railway companies will be compelled for many years
to come to invest from $750,000,000 to $1,000,000,000 annually
of new money; that is to say, funds not derived from operation, in
order to enlarge and improve their properties to meet the constantly
growing demands of commerce. There are but two methods that can
be employed to secure this new money. One is to borrow it; the other 
is to issue and sell capital stock for it. To borrow it the company
must have good credit and be able to convince the investor in its bonds
that it can carry the interest and, at the maturity of the loan, pay the
principal. To sell stock at anything like par the company must be
able to show that from its operating revenues it can pay the cost of
operation and maintenance, its fixed charges, and a fair dividend
upon its capital stock.

Bearing these things in mind, we are ready to inquire how the
aggregate net railway operating incomes of 1922, 1923, and 1924
were distributed. It would prolong this report unduly to set forth
the net railway operating income of each of the railway companies
performing the service of transportation. For these details, refer-
ence must be made to the hearings. The following facts will be suf-
ficient upon which to rest a conclusion:

First, it may be said that the 22,000 miles of Class II and Class
III roads, as a whole, barely earned operating expenses although
there was moved a greater tonnage in each of these years than ever
before. Specific illustrations of the situation will be confined to
Class I roads which carry about 96 per cent of our entire traffic.
Seventy railway companies of Class I, operating over 54,000

miles for the years 1922, 1923, and 1924 had an average net railway
operating income of less than 3 per cent upon their property invest-
ment accounts. We use the property investment account because
the Interstate Commerce Commission has not yet finished its



4 CONSOLIDATION OF RAILWAY PROPERTIES

valuation of all these properties. Twenty-one of these companies
did not earn the cost of operation and maintenance. It is obvious
that a railway company which earns less than the expense of opera-
tion and maintenance must very quickly cease operation, and it is
equally obvious that a railway company which does not earn 3 per
cent upon its value can not furnish adequate and efficient trans-
portation for those who rely upon it for that service. A table,
showing the names, mileage, yearly net operating incomes for the
three years mentioned, is attached to this report. Thirty addi-
tional railways of Class I earned, during these years, an average
net railway operating income of less than 4 per cent.
Without taking into account, at the present moment, the economies

that may be secured through consolidation, it is submitted as an
inevitable conclusion, that if a process of wise consolidation is not
soon entered upon and rapidly carried forward, not less than 60,000
miles, and it may reach 80,000 miles, of our rail transportation sys-
tem must be either abandoned or, at the best, will be rendering the
most unsatisfactory and inefficient service.
These facts present the chief, though not the only, reason for the

passage of this bill. Argument upon these conditions seems to be
unnecessary. If the facts are fairly understood, consolidation, in

isome form, s a foregone conclusion.
While the continued and successful operation of all our railway

lines is the principal reason for consolidation, it will be borne in
mind that many students of the subject believe that great economies_,
both in operation and in maintenance, would be attained through
intelligent and supervised consolidation. Unnecessary train service
could be avoided; great overhead expenses could be eliminated;
repairs upon equipment could be immensely reduced and haulage
of empty cars could be largely overcome. It has been estimated
that, with the service now being rendered, there could be a saving
of from $300,000,000 to $500,000,000 annually, all of which could
be utilized in a reduction of freight and passenger rates.
It is hoped that this showing, drawn from the evidence submitted

to the committee, will leave no doubt in any mind respecting the
desirability of pursuing the policy of reasonable unification under the
supervision of the Interstate Commerce Commission and always
with an eye single to the public interest. The committee has not
had in mind increasing profits for the railway companies. Its atten-
tion has been directed, solely to the highest efficiency in service and
"the lowest rates at which that service can be performed.

In order clearly to understand just what the present situation is,
it is necessary to refer to the existing legislation upon this subject.
In the transportation act, 1920, section (5) of the interstate commerce
act was amended and paragraphs (4), (5), and (6) of that amendment
are as follows:
(4) The commission shall, as soon as practicable, prepare and adopt a plan

for the consolidation of the railway properties of the continental United States
into a limited number of systems. In the division of such railways into such
systems under such plan, competition shall be preserved as fully as possible and
wherever practicable the existing routes and channels of trade and commerce
shall be maintained. Subject to the foregoing requirements, the several systems
shall be so arranged that the cost of transportation as between competitive
systems and as related to the values of the properties through which the service
is rendered shall be the same, so far as practicable, so that these systems can
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employ uniform rates in the movement of competitive traffic and under efficient

management earn substantially the same rate of return upon the value of their

respective railway properties.
(5) When the commission has agreed upon a tentative plan, it shall give the

same due publicity and upon reasonable notice, including notice to the governor

of each State, shall hear all persons who may file or present objections thereto.

The commission is authorized to prescribe a procedure for such hearings and to

fix a time for bringing them to a close. After the hearings are at an end, the

commission shall adopt a plan for such consolidation and publish the same; but

it may at any time thereafter, upon its own motion or upon application, reopen

the subject for such changes or modifications as in its judgment will promote

the public interest. The consolidations herein provided for shall be in harmony

with such plan.
(6) It shall be lawful for two or more carriers by railroad, subject to this act,

to consolidate their properties or any part thereof, into one corporation for the

ownership, management, and operation of the properties theretofore in separate

ownership, management, and operation under the following conditions:

(a) The proposed consolidation must be in harmony with and in furtheranc
e

of the complete plan of consolidation mentioned in paragraph (5) and must
 be

approved by the commission.
(b) The bonds at par of the corporation which is to become the owner of

 the

consolidated properties, together with the outstanding capital stock a
t par of

such corporation, shall not exceed the value of the consolidated prop
erties as

determined by the commission. The value of the properties sought to be con-

solidated shall be ascertained by the commission under section 19a of
 this act,

and it shall be the duty of the commission to proceed immediately to t
he ascer-

tainment of such value for the properties involved in a proposed cons
olidation

upon the filing of the application for such consolidation.

(c) Whenever two or more carriers propose a consolidation under th
is section,

they shall present their application therefor to the commission, 
and thereupon

the commission shall notify the governor of each State in which any
 part of the

properties sought to be consolidated is situated and the carriers inv
olved in the

proposed consolidation, of the time and place for a public hearing. If after such

hearing the commission finds that the public interest will be promoted
 by the con-

solidation and that the conditions of this section have been or will b
e fulfilled, it

may enter an order approving and authorizing such consolidation
, with such

Modifications and upon such terms and conditions as it may prescr
ibe, and there-

upon such consolidation may be effected, in accordance with such ord
er, if all the

carriers involved assent thereto, the law of any State or the decision
 or order of

any State authority to the contrary notwithstanding.

The future policy of railway regulation, in so far as it relates to

this subject, was set forth in paragraph (4). The procedure to ac-

complish that policy was set forth in paragraphs (5) and (6). In

accordance with the provisions of these paragraphs the Interstate

Commerce Commission employed Prof. William Z. Ripley, of Har-

vard University, a distinguished economist, to prepare and present

to the commission his view of the tentative plan mentioned in para-

graph (5). He was engaged in this work about one year and then

presented his plan to the commission. The commission then tool.

up the matter and agreed upon a tentative plan which was published

and, after giving the notice prescribed by the law, it entered upon

the hearings preliminary to the adoption of the final plan. These

hearings were carried on in every part of the country and were not

finally concluded until some time in January or February-, 1925
-

Since that time the commission has been engaged in the effort to

agree upon a plan. It has beep unable to do so largely, if not whol
ly,

because its interpretation of the present law requires a consolidat
ion

into a single ownership of the railways which are to constitute 
any

given system. It must be conceded that this view of the existing

statute presents an insuperable obstacle in the practical pr
ocedure

of consolidation. It has been compelled to resort to paragraph (2)



6 CONSOLIDATION OF RAILWAY PROPERTIES

of section (5) as the authority for whatever unifications have taken
place. It is this unfortunate situation that led to the introduction
of the bill now being reported; and with these preliminary observa-
tions touching the existing statute, the committee turns to the
analysis of the bill now under consideration.

III

The first section of the present bill is to relieve the Interstate Com-
merce Commission of the duty imposed upon it in the way of the
preparation of the plan of consolidation or unification for a period of
five years and to substitute for a plan during that time a procedure
for voluntary applications, upon the part of railway companies for
leave to consolidate, merge, or unify, to become effective only upon
the order of the commission, which can only be entered when it is
believed by the commission to be in the public interest. Paragraphs
(4), (5), and (6) of section (5) of the present law are amended so as
to comprise paragraphs (1) to (29), inclusive.
Paragraph (1) -declares a public policy and, inasmuch as every-

thing which follows must be 'brought to the test of this policy, it is
worth while to quote it although it does not differ materially from the
provisions of the existing law:
(1) Inasmuch as the public interest requires that adequate transportation

service shall be furnished by carriers to the public at the lowest rates consistent
with such service and a fair return upon the value of the railway properties held
for and used in such transportation, and inasmuch as the varied conditions under
which such transportation occurs render it impossible to accomplish that end
without the further consolidation of carriers and unification of railway properties,
it is hereby declared to be the policy of Corgress that a limited number of systems
should be established by the consolidation of carriers or the unification of railway
properties within the continental United States, that will, so far as practicable,
maintain the existing routes and channels of trade and commerce and preserve
as between themselves evenly balanced and cffective competition equalizing, so
far as practicable, the opportunities of originating traffic and of its interchange
and delivery. Such systems shall be arranged, so far as practicable, that they
can employ uniform rates in the movement of competitive traffic and under
efficient management earn substantially the same rate of return upon the value
of their respective railway properties.

Paragraph (2) provides that it shall be lawful for one or more
carriers to make application to the commission for its approval of
a consolidation, including a merger, or for the unification of railway
properties by the acquisition, through purchase, exchange, lease, or
otherwise, of another railway or other railways, or for the unifica-
tion of control by the acquisition, through purchase, exchange,
lease, or otherwise of securities issued by any other carrier. It may
be observed that these provisions cover not only the consolidation
contemplated in paragraph (4) of the present law but also the uni-
fication of control provided for in paragraph (2) of section (5).
Paragraph (3) specifies certain requirements which must be con-

tained in the application.
Paragraph (4) specifies additional information that must be pre-

sented to the comnlission with the application.
Paragraph (5) refers to the notice and hearing that must be given

by the commission upon the application.
Paragraph (6) should be particularly noted. It provides that if,

fter the hearing, the commission finds that paragraphs (2), (3), and
(4) have been complied with and "that the public interest will be



CONSOLIDATION OF RAILWAY PROPERTIES 7

promoted by the proposed consolidation or unification" and "that
the proposed consolidation or unification is in harmony with and in
furtherance of the policy declared in this section, the commission shall
enter an order approving and authorizing the consolidation or
unification on the terms and conditions and by the methods set forth
in the application, or with such modifications thereof, or upon such
terms, conditions, and methods as it may prescribe."

Paragraph (7) permits any carrier, not included within the original
proposal, to file a petition of intervention and be made a party to the
proceeding. This is to enable any carrier, which believes it ought
to be included in the consolidation or unification proposed, to present
its case to the commission so that its rights may be examined and the
fundamental policy preserved and carried into effect.

Paragraph (8) provides that, before the order of approval shall
become effective the board of directors and the holders, of the voting
securities of the several carriers affected shall have given their
consent to the order.
Paragraph (9) prescribes that consent must be given by a majority

of the directors and a majority, in amount, of the voting securities.
Paragraphs (10), (11), (12), (13), and (14) define the effect of any

order of approval respecting the properties and liabilities involved
in the consolidation, merger, or unification.
Paragraph (15) applies provisions of the existing law to conditions

which may exist under any order approving a consolidation, merger,
or unification under this bill.
Paragraph (16) provides that any holder of any securities who did

not consent to the order of the commission may, within 90 days after
the meeting was held, notify the carrier of his dissent.
Paragraph (17) provides that the voting securities held by any

nonassenting security holder shall be purchased by the carrier or the
corporation which is to manage, operate, or control the property and
that if it is not purchased within 90 days that the carrier or corpora-
tion must begin condemnation proceedings for the acquisition of such
securities; and if the carrier or corporation does not begin such pro-
ceedings within 90 days, the nonassenting holder may institute them.
This paragraph, and another which will be mentioned later, gives
absolute protection to the holder of any security who does not assent
to the consolidation, merger, or unification and it may be remarked
here that ,paragraph (c) of paragraph (29) defines the term
"securities" as follows:

(c) The term "securities" includes shares, bonds, or other evidence of interest

or indebtedness issued by a carrier.

Paragraph (18) is an exemption from taxation of the processes
employed in bringing about a consolidation or unification if it is in.
pursuance of a consolidation or unification approved by the commis-
sion. It also provides that "gain from the sale or other disposition
of property or income from any distribution, in connection with any
such consolidation or unification, shall not be subject to tax by or
under the authority of any State or any political subdivision thereof."
And further, "Any such consolidation or unification shall be held to
be a reorganization within the meaning of that term as used in part
(1) of Title II of the revenue act of 1926."
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IV

Having dealt with the proceedings for consolidation or unification
which follow an application by one or more carriers, we now reach
another phase of the subject. It is hoped, and confidently believed,
that within five years after the passage of the proposed act there will
occur many consolidations or unifications, all of them as prescribed
by the Interstate Commerce Commission and in harmony with and
in furtherance of the policy declared in paragraph (1). But it may
well be that at the end of this period the work will not be complete and
so paragraph (19) provides that if, at the end of five years from the
passage of this bill, the limited number of systems to be established
in accordance with the policy set forth in paragraph (1) have not,
in the opinion of the commission, been adequately provided for in its
orders, the commission shall, as soon as practicable, prepare and by
order, entered after notice and public hearing, adopt and publish
a plan for the completion of such limited number of systems, either
by the establishment of additional systems or by the allocation to any
existing system of any carrier or properties not included in any such
approved consolidation or unification.
Paragraph (20) restates the policy to be observed in adopting the

plan in precisely the same language employed in paragraph (1)
applicable to consolidations or unifications upon applications by the
carriers.
Paragraph (21) recognizes that there may be terminal properties

or outside lines which ought to be omitted from any established
system and discretion is given to the commission in that regard.
Paragraph (22) prohibits, after the five-year period has expired

and the plan has been adopted and promulgated, consolidation or
unification unless in accordance with the plan.
Paragraph (23) contains the necessary provisions for enabling the

carrier which is to operate the system to acquire the ownership or the
control of the railway property or properties which have not been
theretofore brought into the system and, to this end, condemnation
proceedings are authorized. Paragraphs (24), (25), (26), and (27)
are continuations of this subject.
Paragraph (28) deserves particular mention. Attention has

already been called to the fact that from 1921 to 1925 the commis-
sion was engaged in holding hearings throughout the country upon a
tentative plan for consolidations provided for in the existing law and
also in hearings upon applications under paragraph (2) of section (5).
In the course of these hearings the commission accumulated an
immense volume of testimony and this evidence, with the maps
and tables which accompanied it, furnish the most complete infor-
mation ever gathered together respecting the railways of the United
States and the service they render. It is very desirable that this
repository of information be at the command of the commission in
the work it is authorized to do under this bill. It is therefore pro-
vided in paragraph (28) that "Any of the evidence included in the.
records of the commission in its proceedings under paragraph (2),
(4), or (5) of this section, as in force prior to the passage of the.
railway consolidation act of 1926, and any abstract or written ma-
terials made by the commission and based upon such evidence, shall
be available to and may be used by the commission in its proceedings,
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upon an application made under this section after the passage of this
act or in adopting the plan provided for in paragraph (19); bur
any such evidence, abstract, or materials so used shall, by reference
or otherwise, be made a part of its record in such proceedings."

Paragraph (29) is a paragraph of definitions and needs no ex-
planation.

V

Section (2) of the bill consists mainly of paragraphs of readjust-
ment in order that this bill may connect properly with the existing

law and repeals paragraphs (2) and (3) of section (5) of the inter-

state commerce act concerning which an explanation has already

been made.
VI

Section (3) of the bill rewrites paragraphs (6), (7), and (8) of sec-
tion 15a of the interstate commerce act as amended. These para-

graphs are commonly known as the "recapture" provisions of the

existing law. The substantial changes—
(a) The test of excess earnings is the average of the three immedi-

ately preceding years instead of year by year.
(b) Instead of using the fund accumulated by the Government

from such excess earnings for the purpose of loaning to carriers, it

is in this bill provided that the sums paid in shall be distributed by

the commission among the carriers which have failed during the pre-

ceding calendar year to earn a net operating income of 5 per cent in

amounts proportionate, as nearly as may be, to the amounts by which

each carrier has so failed.
(c) After the plan provided for in paragraph (19) shall have been

adopted, the amounts paid in as excess earnings, collected from the

roads within any system, are to be distributed only to the roads

within that system.
The committee fully appreciates the complexity of the proposed

legislation; but it begs to remind the Members of the Senate that it

is complex only because the subject itself is complicated and it pre-

sents its recommendation and report expressing the hope that Sena-

tors will Le able to give this measure the study which its importance

demands.

S R-69-1—vol 2 24
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TABLE I.-Railroads in Class I with average net railway operating incomes of less
than 3 per cent during the years 1922, 1928, and 1924

[Figures in italics indicate deficits

Name of railroad company

Average miles of road oper-
ated

Per cent of return on in-
vestment in road and
equipment total (book
value), including
leased lines I

1922 1923 1924 1922 1923 1924 Aver-

Ann Arbor R. R. Co 293.86 293.86 293.86 2.24 2.3 & 2 2.58
Atlantic, Birmingham & Atlanta Ry. Co 639. 88 639. 88 639. 88 I. 14 . 4 .3 • 41
Atlantic & St. Lawrence R R. Co 166.78 166.78 166.78 8.73 15.6 11.3 11. 94
Atlantic City R. R Co 176. 96 170. 13 169. 53 1.79 1. 8 1.0 I. 36
Baltimore, Chesapeake & Atlantic Ry. Co 87. 61 87. 61 113. 21 . 46 3. 6 . 8 I. 62
Bingham & Garfield Ry. Co 34.79 34.80 34.05 .69 2.2 1.7 .73
Boston & Maine R. R 2, 242. 57 2, 242. 57 2, 241. 60 2. 81 1. 2 3. 5 2. 50
Buffalo, Rochester & Pittsburgh Ry. Co_  589. 72 590.05 591.55 .79 4.0 3.5 2.76
Canadian Pacific (lines in Maine) 233.70 233. 72 233.73 . 29 1.1 1.4 . 73
Central Vermont Ry. Co 456.49 408.85 408. 85 1. 67 1. 1 2.1 1. 62
Chicago & Alton R. R. Co_ 1, 050. 51 1, 050. 40 1, 050. 86 1.06 3.5 2.8 2.45
Chicago & Eastern Illinois Ry. Co 945. 13 945. 13 945. 13 3. 41 3. 8 1. 7 2. 77
Chicago & Erie R. R. Co 269.56 269.56 269.56 4.55 1.1 3.4 .01
Chicago Great Western R. R Co 1, 496. 06 1, 406. 06 1, 496. 06 . 16 1.2 1.3 .88
Chicago, Milwaukee & St. Paul Ry. Co 11, 029. 86 11, 010. 74 10,986. 92 1.90 2. 7 2. 6 2. 40
Chicago, Peoria & St. Louis R. R. Co 226. 95 247. 13 247. 13 5.41 2. 2 2.9 3.50
Cincinnati, Indianapolis & Western R. R. Co _ _ 347. 28 321.70 321.62 .36 1.7 1.8 1.23
Colorado & Southern Ry. Co 1,099. 26 1,099. 26 1, 091. 63 1. 23 .9 1.9 1.34
Columbus & Greenville Ry. Co 191. 64 167. 70 167.70 7. 70 . 1 1.0 2 93
Copper River & Northwestern Ry. Co 194. 98 194. 98 194. 98 1. 60 2.3 1. 2 1. 70
Denver & Rio Grande Western R. R Co 2, 593. 60 2, 595. 67 2, 600. 30 2. 97 1.6 1. 4 1. 99
Denver & Salt Lake R. R. Co 255. 18 255. 18 255. 18 I. 16 .6 .3 .08
Detroit & Mackinac Ry. Co 385. 64 375. 84 375. 42 . 64 1.8 3. 5 1.98
Duluth, South Shore & Atlantic Ry. Co__  591. 30 591.30 591.30 . 18 1.2 .9 .76
Duluth, Winnipeg & Pacific Ry. Co 178.89 178.88 178.89 .24 .5 1.3 . 52
Erie R. R Co 2,039. 86 2,055. 23 2, 055. 89 . 52 3.9 3.3 2. 57
Evansville, Indianapolis & Terre Haute Ry. Co_ (2) 137. 90 146. 26 (2) . 2 2. 2 1. 20
Fort Smith & Western R. R Co _ 249.75 249.75 249.75 1.36 .9 3.5 1.92
Fort Worth & Rio Grande Ry. Co _ 235. 22 235.22 456. 64 3.15 .5 . 2 1. 14
Georgia & Florida Ry 405. 13 406. 16 406. 16 .59 1.4 1. 2 1.06
Grand Trunk Western Ry. Co 347.37 347.37 347.37 1.54 3.9 .9 2. 21
Green Bay & Western R. R. Co 257.46 234. 15 234. 15 1.51 1. 1 1.7 1. 43
Houston East & West Texas Ry. Co 191. 60 191. 60 191. 60 2.37 1. 6 1.7 1.89
Kansas City, Mexico & Orient Ry. Co 272. 20 272. 20 272. 20 .68 . 2 . I . 19
Kansas City, Mexico & Orient Ry. Co. of Texas_ 465. 75 465. 75 465. 75 4. 69 I. 0 2. 4 1.09
Kansas City, Oklahoma & Gulf Ry. Co 314. 45 314. 42 314. 42 2. 89 1. 3 . 2 1. 46
Lehigh Valley R. R. Co 1, 334. 78 1, 372. 72 1,374. 62 . 26 2.7 4. 6 2. 52
Los Angeles & Salt Lake R. R Co 1, 139. 80 1, 190. 85 1, 209. 10 1.58 3.6 1.8 2.32
Louisiana Railway & Navigation Co 343. 67 343. 67 338. 63 .40 .6 I. 1 .03
Maryland, Delaware & Virginia Ry. Co 82. 62 65. 37 (2) 3. 59 4. 7 (2) 4. 14
Minneapolis & St. Louis R. R Co  1, 649. 90 1, 649. 90 1, 647. 26 1.35 1.2 1.4 .38
Missouri & North Arkansas Ry. Co 323. 29 364.57 364. 57 .09 2.7 1. 5 1.37
Missouri Pacific R. R. Co 7, 261. 78 7, 235. 72 7,359. 97 2. 14 2. 1 3.6 2. 61
Morgan's Louisiana & Texas Railroad &
Steamship Co _ 400. 67 400. 67 400.67 .04 .7 .3 .14

New Jersey & New York R. R. Co 45. 72 45. 72 45. 72 6. 65 3. 2 2.9 3. 18
New York, Ontario & Western Ry. Co 569. 49 569. 49 569. 49 .39 1. 0 1.7 1. 03
New York, Susquehanna & Western R. R. Co_ 135. 97 135. 97 135.97 .77 .0 .0 .25
Northwestern Pacific R. R. Co 500. 44 496. 80 488. 36 2. 30 2. 0 1.8 2. 03
Oregon-Washington Railroad & Navigation Co_ 2, 231.30 2,236. 51 2, 232. 89 .80 .6 1.6 .46
Pittsburg & Shawmut R. R. Co _  102.96 102.96 102.96 .06 1.8 1.4 1.08
Pittsburg & West Virginia R. R. Co 89.01 92.34 92.34 2.08 3. 1 3.8 2. 99
Pittsburg, Shawmut & Northern R. R. Co 210.48 210.52 210.56 . 51 .3 .5 .45
Quincy, Omaha & Kansas City R. R. Co 252.72 250.84 250.84 2.63 2.8 2.6 5.ô8
Rutland R. R. Co 413.01 413.01 413.01 2.17 3.2 2.87 ' 2.74
St. Joseph & Grand Island Ry. Co 258.50 258.50 258.50 .37 .9 1.5 .92
St. Louis, San Francisco & Texas Ry. Co 134.41 134.41 137.95 .27 1.0 6.2 2.49
St. Louis Southwestern Ry. Co. of Texas 807.33 807.20 969.81 3.63 I . 4 1.3 1.24
San Antonio, Uvalde & Gulf R. R. Co 317.26 317.26 317.26 .13 2.0 2.3 1.47
San Antonio & Aransas Pass Ry. Co 739.36 739.36 739.36 1.02 3.1 2.7 2.27
Spokane International Ry. Co  . 165.69 165.69 165.69 4.33 2.2 1.6 2.71
Spokane, Portland & Seattle Ry. Co 556.00 554.62 554.60 2.67 3.0 3.2 2.95

1 In compiling the percentage of return for the years 1923 and 1924, the figures representing the total
investment included cash on hand, materials, and supplies. The figures for 1922 do not include these items.

2 Not in Class I.
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TABLE I.-Railroads in Class I with average net railway operating incomes of less
than 8 per cent during the years 1922, 1.923, and 1924-Continued

[Figures in italics indicate deficits]

Name of railroad company

Average miles of road oper
ated

Per cent of return on in-
vestment in road and
equipment total (book
value), including
leased lines

1922 1923 1924 1922 1923 1924 Aver-
age

Staten Island Rapid Transit Ry. Co 23. 54 23. 54 23. 54 5. 67 2. 5 2. 8 3. 66
Texas & New Orleans R. R. Co 507. 95 507. 95 507. 95 . 36 1.3 1. 2 . 15
Toledo, Peoria & Western R. R. Co 247. 70 247. 70 247. 70 2. 08 2. 8 . 7 1.84
Trinity & Brazos Valley Ry. Co 368. 89 368. 89 368. 89 . 12 3. 2 . 8 . 77
Ulster & Delaware R. R. Co 128.88 128.88 128.88 .80 2.3 2.4 1.30
Utah Railway Co 102.18 102.18 102.18 3.08 2.3 3.3 2.89
Western Maryland Ry. Co 804. 44 804. 44 804. 44 2. 22 3. 2 2. 5 2. 64
Western Pacific R. R. Co 1,042. 45 1,043. 40 1, 042. 68 1. 98 2. 7 2. 5 2. 39
Wheeling & Lake Erie Ry. Co 511.60 511.60 511.60 .46 3.1 2.7 2.08

Total mileage, 70 railroad companies 54, 360. 78 54, 380. 78 54,923.90  

TABLE II.-Railroads in Class I with average net railway operating incomes of
more than 3 per cent and less than 4 per cent during the years 1922, 1923, and
1924

Name of railroad company

Average miles of road oper-
ated

1922 1923 1924

Arizona Eastern R. R. Co 382. 66 382. 66 382.66
Buffalo & Susquehanna Railroad Corporation_ _ 253. 54 253. 54 253.54
Carolina, Clinchfield & Ohio Ry 281. 00 291.20 291.20
Central New England Ry. Co 295. 87 295.87 294.71
Central Railroad of New Jersey 694. 60 693.39 692.19
Chicago & North Western Ry. Co 8, 403. 82 8, 452. 53 8,462.83
Chicago, Rock Island & Pacific Ry. Co 7, 655. 00 7, 635. 13 7,611.46
Chicago, St. Paul, Minneapolis & Omaha Ry.
Co  1,749. 19 1,749.19 1,749. 19

Delaware dr Hudson Co 886.65 894.63 894. 62
Duluth & Iron Range R R. Co 280.67 279.15 278. 93
El Paso & Southwestern Ry. Co 1, 139. 88 1,139.90 1, 139.90
Galveston, Harrisburg & San Antonio Ry. Co 1, 379. 58 1,379.85 1, 379. 60
Gulf, Mobile & Northern R. R Co 436. 51 465.95 465. 95
Kansas City Southern Ry. Co 767. 60 767.60 773. 01
Maine Central R. R. Co 1, 194.94 1,201.20 1, 207. 65
Minneapolis, St. Paul & Sault Ste. Marie Ry.
Co 4,304. 13 4, 396. 49 4, 402. 53

Mississippi Central R. R. Co 257. 00 257. 00 257.00
New Orleans & Northeastern R. R Co 207. 74 207. 74 207. 74
New Orleans Great Northern R. R Co 274.69 274. 69 274. 69
New York, New Haven & Hartford R. R. Co_ _ 2, 002. 70 2, 000. 85 1, 985. 97
Norfolk Southern R. R. Co 930. 15 931.45 931.88
Northern Pacific Ry. Co.. 6, 640. 64 6, 668. 99 6, 679. 94
Pennsylvania R. R. Co 10, 534. 43 10, 509.92 10, 508. 00
Port Reading R. R. Co 21. 19 21. 19 19. 71
Seaboard Airline Ry. Co 3, 576. 11 3, 576. 11 3, 571. 19
Texas & Pacific Ry. Co 1, 952. 74 1, 952. 74 1, 952. 74
Tennessee Central Ry. Co 287. 92 288. 29 296. 56
Wabash Ry. Co 2, 472. 96 2, 476. 59 2, 489. 95
West Jersey & Seashore R. R. Co 359. 20 359. 20 359. 24
Yazoo & Mississippi Valley R. R. Co 1, 381. 22 1,380. 12 1,380. 08

Total mileage, 30 railroad companies 61, 004. 33 61,183.16 61,194.66

Per cent of return on in-
vestment in road and
equipment total (book
value), including
leased lines 1

1922 1923 1924 Aver-
age

3.52
2.38
4. 30
2.62
2. 10
3.72
3.85

4.39
1.06
5.52
3.92
2.47
2.98
3.26
4.60

3.45
2.26
. 17
3.74
3. 10
3.50
3.63
3.72
2.24
2.13
2.84
2.64
1.82
3.20
2.33

4. 1
4.8
3. 7
3.5
2.6
3.0
3.6

3.3
5. 1
5. 1
3.0
2.6
3.3
2.8
3.0

3.8
3. 1
4.3
4.0
3. 3
3.6
2. 9
3.9
5.2
3. 7
3. 7
6.4
3. 7
3.2
2. 6

3.2
2.3
3.7
5. 7
5. 5
3.2
4. 1

3.7
5. 8
8

4:8
5. 7
4. 2
3. 1
3.36

3.0
5.0
5.7
2.9
4. 8
3.8
3.4
3.6
3. 1
4. 1
4.0
6. 8
3. 7
2. 7
5. 7

3.62
3.16
3.90
3.91
3.40
3.33
3.85

3.79
3.98
3.80
3. 90
3.59
3.49
3.05
3.65

3.41
3.45
3.39
3.55
3.73
3.63
3.31
3.74
3. 51
3.31
3.51
3.52
3.07
3.03
3.54

1 In compiling the percentage of return for the years 1923 and 1924, the figures representing the total

investment included cash on hand, materials, and supplies. The figures for 1922 do not include these

items.
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ist Session No. 581

AMEND SECTION 220 OF THE CRIMINAL CODE

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be prin
ted

Mr. CUMMINS, from the Committee on the Judiciary, submitte
d the

following

REPORT

[To accompany S. 31151

The Committee on the Judiciary, having had under consideratio
n

the bill (S. 3115) to amend section 220 of the Criminal Code, r
ecom-

mends that it do pass without amendment.
The bill amends section 220 by inserting three words as fol

lows:

"or revenue stamp." It is already a crime to forge, counterfeit, or

knowingly utter or use any counterfeited postage stamp is
sued by

any foreign government, and the effect of the bill is to m
ake it like-

wise a crime to forge, counterfeit, or knowingly utter or use an
y forged

or counterfeited revenue stamp of any foreign government.

The need of the legislation is clearly set forth, first, in a 
letter

written by the Department of State to the Treasury Depa
rtment

under date of January 26, 1926; second, in the reply of t
he Treasury

Department to the foregoing communication; and, third
, in a letter

written by the Secretary of the Treasury to the chairman of 
the Senate

Judiciary Committee. A copy of each of these communic
ations is

made a part of this report.

DEPARTMENT OF STATE,
Washington, January 26, 1926.

The SECRETARY OF THE TREASURY.

SIR: I have the honor to inform you that I am adv
ised by the American

ambassador to Cuba that a letter sent to the emba
ssy May 29, 1925, by Mr.

Julian T. Baber, operative in charge, United State
s Secret Service, New Orleans

district, indicates that May 23, one Charles E. Do
ran was arrested in New Or-

leans as he was about to take ship for Habana and
 that there was found among

his effects a large amount of counterfeit reve
nue stamps of the Republic of

Cuba. The letter further stated that Doran woul
d be removed to St. Louis, Mo.,

and tried jointly with the printer and engraver of 
the counterfeit stamps.

The ambassador is interested in receiving details as 
to the trial of Doran and

I should therefore be glad if you could find it conve
nient to furnish such details,

including, of course, the outcome of the trial.
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The ambassador further states that the Cuban Government has manifested
great interest in the case mentioned and other attempts to counterfeit Cuban
revenue stamps in the United States and has formed the opinion that it is not
practicable under the existing statutes of this country to punish persons guilty
of such an act. Therefore the ambassador asks whether, in case it is not already
a crime to counterfeit the revenue stamps of a foreign government, it would be
possible in connection with efforts which he understands your department con-
templates making to obtain additional legislation concerning the counterfeiting
of labels and internal revenue stamps in connection with the smuggling of liquor
into the United States, at the same time to obtain an amendment to section 220
of the penal laws of this country extending the provisions concerning the counter-
feiting of postage stamps of a foreign government to include the internal revenue
stamps of a foreign government.
I should be glad to transmit to the ambassador any information which you

may be disposed to furnish with regard to the last point mentioned.
I have the honor to be, sir,

Your obedient servant,
JOSEPH C. GREW, Undersecretary

(For the Secretary of State).

FEBRUARY 11, 1926.
The SECRETARY OF STATE:
SIR: Receipt is acknowledged of your letter of January 26, 1926, in which

you refer to a letter to the Cuban Embassy on May 29, 1925, by Mr. Julian
T. Baber, operative in charge, United States Secret Service, New Orleans dis-
trict, advising of the arrest of one Charles E. Doran on a charge of counter-
feiting Cuban revenue stamps; and you suggest that the Cuban Government
is interested in the passage of legislation by the American Congress providing
for the punishment of the counterfeiters of the revenue stamps of foreign coun-
tries; and I have to advise that this matter has been brought to the attention,
respectively, of the chairmen of the Senate and of the House Judiciary Com-
mittees, with the suggestion of an amendment to section 220, Criminal Code
of the United States, definitely making the counterfeiting of revenue stamps
of foreign countries a crime, and copies of the letters to the chairmen are
inclosed herewith.

Respectfully, A. W. MELLON.
Secretary of the Treasury.

Inclosure No. 2215.

Hon. ALBERT BAIRD CUMMINS,
Chairman Senate Judiciary Committee,

United States Senate, Washington, D. C.
MY DEAR MR. CHAIRMAN: There is transmitted herewith a copy of a letter

from the Undersecretary of State, dated January 26, 1926, containing, among
other things, a suggestion of the enactment of legislation making the counter-
feiting of the revenue stamps of foreign countries by an American citizen a crime.
A copy of the reply thereto is likewise inclosed, all for such consideration as your
committee may feel disposed to give to the suggestion.

Respectfully,

TREASURY DEPARTMENT,
Washington, February 11, 1926.

A. W. MELLoN, Secretary of the Treasury.
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DISTRIBUTION OF THE SUPREME COURT RE
PORTS

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered t
o be printed

Mr. CUMMINS, from the Committee on the Judiciary,
 submitted the

following

REPORT

[To accompany S. 3841]

The bill S. 3841, having been considered by the Commi
ttee on

the Judiciary, is reported with the recommendation t
hat it do pass

without amendment.
The bill amends section 227 of the Judicial Code of March

 3, 1911,

as amended by the act of July 1, 1922, which provid
es for the free

distribution of copies of the United States Supreme Cour
t reports.

The purpose and effect of the bill is to add 18 copies of the

Supreme Court reports to the list for free distribution
. These addi-

tional copies are for the War Department and the co
mmittee can

make no clearer statement of the need for these copie
s than is con-

tained in the letter of the Secretary of War, addressed
 to the chair-

man of the Judiciary Committee, a copy of which i
s as follows:
MARCH 22, 1926.

Hon. ALBERT B. CUMMINS,
Chairman Committee on the Judiciary,

United States Senate.

MY DEAR SENATOR CUMMINS: I am submitting he
rewith a bill to amend sec-

tion 227 of the Judicial Code of March 3, 1911, as am
ended by the act of July 1,

1922 (42 Stat. 816). This section provides for the free distribution of co
pies of

the United States Supreme Court reports. The dele
ted words are words appearing

in the present law which are eliminated by the pr
oposed amendment. The un-

derscored words are words not in the present law 
which are introduced by the

proposed amendment. The purpose of the propo
sed amendment is to require

the Attorney General to furnish one copy of ea
ch volume of these reports to the

Secretary of War for each military headquarters ex
ercising general court-martial

jurisdiction in the Army, the number so provided
, however, not to exceed 25

copies, and to require the Attorney General to fu
rnish the law library of the

Judge Advocate General of the Army two copie
s of each volume.

The present law requires the Attorney General 
to furnish "to the Secretary

of War for the use of the proper courts and officers 
of the Philippine Islands, and

for the headquarters of military departments in t
he United States, 12 copies."

This provision has in practice proved unsatisfactory to the Army. The

present act does not indicate how many copies ar
e to go to the proper courts and

officers of the Philippines and how many to the mi
litary departments in the

United States. The proposed legislation keeps distinct the numb
er of copies to
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be furnished the Army and those to be furnished for the courts and officers of thePhilippine Islands. The present language appeared originally in the act ofJuly 1, 1902 (32 Stat. 630), at the time when we were first establishing civilgovernment in the Philippine Islands and were reorganizing the Army, and wascarried forward into the Judicial Code of 1911. It is clear that 12 copies arenot enough for the needs of both the Philippine government and the Army. Upto the middle of the year 1923, the Secretary of War had been distributingseven copies for the use of the courts and officers of the Philippine Islands andonly five copies to the Army but at that time it became necessary to change thisdistribution so as to provide for the headquarters of four corps areas in theUnited States and for headquarters of the Philippine department, those head-quarters not therefore having been supplied with these reports. This necessarily
resulted in a decrease in the number given to the courts and officers of the Philip-pine government although the Chief of the Bureau of Insular Affairs advisedthat the number of copies given to him for use of the Philippine courts and
officers should not be decreased. Therefore, the proposed amendment providesthat the number to be provided for the proper courts and officers of the PhilippineIslands shall be seven copies. The purpose of the provision for furnishing copiesfor headquarters of military departments was to provide a copy to every organiza-tion exercising general court-martial jurisdiction throughout the Army. In 1902
the phrase "military departments" was sufficiently descriptive to accomplishthis. At the present time it is not sufficient. At this time there are 21 head-quarters exercising general court-martial jurisdiction in the Army. Several ofthese, such as the tactical divisions, would not be included within the phrase"military departments." Yet the commanding officer at these headquartersexercises court-marital jurisdiction and he and his staff have the same need ofthese reports as the commander of a territorial department. In order to ac-complish this, it is proposed to amend the present law quoted above so as toread as follows:
"To the Secretary of War for military headquarters which now exercise or mayhereafter exercise general court-martial jurisdiction such number, not to exceed,in time of peace, 25 copies, as the Secretary of War may from time to timespecify."
The number of copies is placed at 25 in order that if the number of generalcourt-martial jurisdictions is increased in time of peace there may be an automaticprovision for supplying the new ones, up to 25, with copies of future reports.The present law provides that one copy of the Supreme Court Reports shall befurnished to the Judge Advocate General of the Army, but no provision is made forfurnishing copies to his law library. In the case of the Secretary of the Interiorand the Attorney General, there is express provision made not only for copiesto the Secretary of the Interior and the Attorney General, but also to the lawlibrary of these officers. The proposed bill contains a corresponding provisionfor two copies for the Judge Advocate General's library. These two additionalcopies are much needed.
A verbal change for clearness sake has been made by making the phrase,"Judge Advocate General, War Department," read, "Judge Advocate Generalof the Army." The effect of the changes herein proposed will be to provide fora net increase in the free distribution of the reports of 18 copies. It is not theintention of the proposed amendment to require that back copies shall be fur-nished to new military headquarters which may come under the act. It is theintention that the legislation shall be prospective only.
The office of the Attorney General has been consulted as to this proposed legis-lation and advises that the Attorney General has no objection.
If any additional information from the War Department is desired, I shall bepleased to furnish it.
If the Committee on the Judiciary wishes to have hearings upon the proposedlegislation, the following-named officers are designated to appear before yourcommittee: Maj. Gen. John A. Hull, the Judge Advocate General; Col. BlantonWinship, Judge Advocate General's Department.
The Director of the Bureau of the Budget has been consulted and states thatthis proposed legislation is not in conflict with the financial program of the Presi-dent.
A similar letter has been addressed to the chairman Committee on the Judi-ciary, House of Representatives.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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DESTRUCTION OF PAID UNITED STATES CHECKS

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany H. R. 8034]

The Committee on the Judiciary, having had under consideration
H. R. 8034, "To authorize the destruction of paid United States
checks," reports the bill and recommends that it do pass with the
following amendment:
On page 2, line 9, after the word "preserved" strike out the period,

insert a comma, and the following:

Provided further, Such checks as may be of historic or sentimental interest may

also be preserved.

The purpose of this bill is obvious. It is simply to prevent the
accumulation of useless papers.





Calendar No. 586
69TH CONGRESS } SENATE j REPORT

let Session No. 584

PLACING UNDER THE CIVIL SERVICE ACT THE PERSONNEL OF
THE TREASURY NOW UNDER THE PROHIBITION ACT

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. COUZENS, from the Committee on the Civil Service, submitted
the following

REPORT

[To accompany H. R. 3821]

Your Committee on Civil Service, to which was referred the bill
H. R. 3821, an act to place under the civil service the personnel
of the Treasury Department, authorized by section 38 of the national
prohibition act, herewith reports the act favorably and recommends
that it be passed with the following amendment:

Strike out all after the enacting clause and insert the following:
That the executive officers authorized to be appointed by the Commissioner

of Internal Revenue to have immediate direction of the enforcement of the
provisions of the national prohibition act of October 28, 1919, and persons
authorized to issue permits, and agents and inspectors in the field service of
the prohibition enforcement force of the Internal Revenue Bureau shall be
appointed in accordance with the provisions of the act of January 16, 1883,
entitled "An act to regulate and improve the civil service of the United States."
SEC. 2. After six months from July 1, 1926, the incumbents of positions

hereby made subject to the competitive requirements of the civil service act
may only be retained in their respective positions as the result of their names
being reached for certification under the competitive requirements of the civil
service rules, unless they have been already appointed in the manner prescribed
by said rules, but shall not be barred from such competitive examination because
of age.

SEC. 3. That all acts or parts of acts inconsistent with the provisions of this
act are hereby repealed.

The object of the bill is to place under the civil-service regulations
those positions in the Prohibition Unit which were exempt from civil-
service regulations in section 38 of the Volstead Act. Quite a large
proportion of the employees of the Prohibition Unit are already under
civil-service regulations, the entire clerical force being so appointed.
There was some fear on the part of your committee that the lan-
guage in H. R. 3821 was not sufficiently definite and that it might
leave the impression that many of the employees who have already
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obtained their service through civil-service regulations must go
through another examination by the Civil Service Commission.
The committee felt that the amendment reported made the act more
definite, this thought being in line with the views of Dr. John T.
Doyle, secretary of the Civil Service Commission.

Section 38 of the Volstead Act provides for the appointment of
the personnel of the Prohibition Unit subject to civil-service regula-
tions, but makes certain exceptions. The effect of the bill now re-
ported by your committee strikes out the exceptions, or, in other
words, places the entire personnel of the unit within the scope of
the civil service law.

0
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1st 'Session No. 585

PROVIDING AN ADDITIONAL WING TO THE DISTRICT
OF COLUMBIA JAIL

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-

mitted the following

REPORT

[To accompany H. R. 102041

The Committee on the District of Columbia, to whom was referred

the bill (H. R. 10204) to provide an additional wing to the District

of Columbia Jail, having considered the same, report favorably

thereon with the recommendation that the bill do pass with the

following amendments:
Strike out all of line 3 and insert in lieu thereof the words "That

the Commissioners of the District of Columbia be authorized ".

Line 5 insert the words "not less than" after the word "accommo-

date."
Line 6 strike out the period and insert the words "at a cost not

exceeding $300,000."
The object of the bill as amended is to authorize the Commissioners

of the District of Columbia to enter into contracts for the erectio
n

of a new dormitory wing of two stories at the District Jail
 in Wash-

ington to accommodate not less than 100 beds to each
 floor, at a

cost not exceeding $300,000.
Arrests and convictions within the District of Colum

bia have

increased so rapidly in recent years that the District Jail i
s constantly

filled far beyond its original capacity. The result is that short-term

prisoners are crowded in cells where they live penned u
p for days at

a time without exercise, and where they must 
sleep at night on

insanitary, straw-filled pallets thrown on a floor litte
red with filth

and refuse. For instance, in a cell 7 by 5 feet in dimensions, and a

small adjoining lavatory, there were recently confine
d seven inmates,

four of whom had to sleep on the floor. The cell was originally

designed to accommodate two men. In other ce
lls of practically the

same size there were six, seven, eight, and even 
nine men. Some
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idea of the increased burden put upon the capacity, of the jail is
gained from the fact that the number of prisoners cared for in the
fiscal year ending June 30, 1921, was 3,804, while for the year ending
June 30, 1926, approximately 12,000 prisoners .will be confined to
the jail. Under such conditions it is impossible to keep the jail in
sanitary conditions and it constitutes a serious menace to public
health, as well as a breeding ground for crime through too close
association of all manner and degree of offenders against the law.
The District Commissioners, based upon an investigation made

by the municipal architect, estimate that an appropriation not ex-
ceeding $300,000 will enable the building of sufficient additional
accommodations. Such appropriation has the approval of the Di-
rector of the Budget. The commissioners' letter is appended and
made a part of this report.

COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
Washington, April 1, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia desire to submit the

following on House bill 10204, Sixty-ninth Congress, first session, entitled "An
act providing an additional wing to the District Jail," which passed the House
on March 22, and which is now pending before your committee.
The object of this bill is to provide additional housing facilities at the District

Jail, which have long been needed due to the overcrowded condition of the
present building. An investigation made by the municipal architect indicates
that in order to provide adequately for the needs of the situation the sum of
$300,000 will be necessary.
The commissioners believe that the proposed legislation should be favorably

considered when amended so as to provide for the authorization of an appropria-
tion of not exceeding $300,000, to be payable in like manner as other appropria-
tions for the District of Columbia. They suggest the bill be amended by striking
out all the matter after the enacting clause and inserting in lieu thereof the fol-
lowing:
"That the Commissioners of the District of Columbia be, and they are hereby,

authorized to construct an additional building at the District Jail at a cost cif
not exceeding $300,000, to be payable in like manner as other appropriations for
the District of Columbia."
The proposed legislation was submitted to the Director of the Budget, who

advises as follows:
"The purpose of this proposed legislation is to provide adequate additional

housing facilities at the District Jail. Such expenditure as may be necessary to
accomplish this purpose would not be in conflict with the financial program of the
President."

Very truly yours,
BOARD OF COMMISSIONERS OF THE

DISTRICT OF COLUMBIA,
By CUNO H. RUDOLPH, President.
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CONVEY TO THE CITY OF LAKELAND, FLA., CERTAIN

GOVERNMENT PROPERTY

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. FERNALD, from the Committee on Public Buildings and Grounds,

submitted the following

REPORT

[To accompany S. 3691]

The Committee on Public Buildings and Grounds, to which was

referred the bill (S. 3691) to convey to the city of Lakeland, Fla.,
certain Government property, having duly considered same, hereby
make report of it to the Senate with the recommendation that the

bill do pass as amended.
Amend the bill as follows:
After the word "Florida," line 11, insert:

Provided, however, That the city of Lakeland shall not have the right to sell

or convey the described premises, nor to devote the same to any other than

street purposes, and shall not erect thereon any structures or improvements

except such as are incidental to such purposes; and in the event that said premis
es

shall not be used for street purposes and cared for and maintained as such, t
he

ight, title, and interest of the United States hereby authorized to be conveyed

shall revert to the United States.

The city of Lakeland has passed an ordinance for widening the

full length of Lemon Street. Other property owners on the street

have donated the necessary land to the city for the purpose, and this

bill provided for the conveyance of a strip of land 5 feet wide, ex-

tending a distance of 122 feet, the length of the present post-office

site.
The bill as amended has the approval of the Treasury Department,

as will be seen by the following report:
TREASURY DEPARTMENT,

Washington, April 8, 1926.

CHAIRMAN COMMITTEE ON PUBLIC BUILDINGS AND GROUNDS,
United States Senate, Washington, D. C.

SIR: Reference is made to the request contained in your letter
 of the 25th

ultimo for a report on bill S. 3691, which provides that the 
Secretary of the

Treasury be empowered and directed to convey by the usual qu
itclaim deed to
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the city of Lakeland, Fla., for street purposes, and no other, that portion of the
present post-office site in said city 5 feet in width, extending along Lemon Street
a distance of 122 feet, for the purpose of widening said Lemon Street.

It is recommended that the following provision be inserted after the word
"Florida," in line 11 of the aforesaid bill:

"Provided, however, That the city of Lakeland shall not have the right to sell
cr convey the described premises, nor to devote the same to any other than street
purposes, and shall not erect thereon any structures or improvements except such
as are incidental to such purposes; and in the event that said premises shall not
be used for street purposes, and cared for and maintained as such, the right, title,
and interest of the United States hereby authorized to be conveyed shall revert
to the United States."
The department has no objection to offer to the passage of the proposed

legislation if amended in accordance with the above recommendation.
Respectfully,

GARRARD B. WINSTON,
Acting Secretary al the Treasury.
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DISTRICT OF COLUMBIA APPROPRIATION BILL, 1927

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. PHIPPS, from the Committee on Appropriations, submitted the
following

REPORT

[To accompany H. R. 10198]

The Committee on Appropriations, to which was referred the

bill (H. R. 10198) making appropriations for the government of the
District of Columbia and other activities chargeable in whole or in

part against the revenues of such District for the fiscal year ending

June 30, 1927, and for other purposes, reports the same to the Senate

with various amendments, and presents herewith information relative

to the changes made:

Amount of bill as passed House  $33,759,291

Amount deducted by Senate (net) _______ _ 61,520

Amount of bill as reported to Senate_ _ __ 33,697,771

Amount of estimates for 1927  34,053,022

Amount of appropriations, 1926 36,188,402

The bill to the Senate—as reported

Under the estimates for 1927 

Under the appropriations for 1926 2,

355,

490,

251

631

S R-69-1—vol 2-25
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The changes in the amounts of the House bill recommended by the
•committee are as follows:

INCREASE

Coroner's office, salaries_ $900

Street and road improvement and repair:

Street improvements—

Increase—

Northwest: For paving Oak Street, Ogden Street to
Sixteenth Street 

Northwest: For paving Ninth Street, Quincy Street
to Rock Creek Church Road 

Northwest: For paving Rock Creek Church Road,
Georgia Avenue to Spring Road 

Northeast: For paving Second Street, T Street to

7,

4,

5,

600

300

600

Rhode Island Avenue 

Northwest: For grading University Avenue, south of

2,000

Massachusetts Avenue 7,000

Increase, street improvements__ _ 26, 500

Decrease—

Northwest: For paving Nicholson Street west of
Colorado Avenue 

Northeast: For paving Franklin Street, Sixth Street
to Seventh Street 

Northwest: For paving Cleveland Avenue, Cathe-
dral Avenue to Garfield Street 

Northwest: Audubon Terrace, Linnean Avenue to

7,

7,

14,

900

200

000

Broad Branch Road (grading) 15,000

Decrease, street improvements__ _ _____ _ 44,100

Net decrease, street improvements__ _ 17,600

•Gasoline tax and road fund—

Increase—

Northwest: K Street, Twelfth Street to Connecticut
Avenue 

Northwest: K Street, Connecticut Avenue to Eight-
eenth Street 

Northwest: Belmont Street, Fourteenth Street to

19,

8,

400

800

Fifteenth Street 

Northwest: Chapin Street, Fourteenth Street to

11,200

Fifteenth Street 12,500
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Street and road improvement and repair—Continued.

3

Gasoline tax and road fund—Continued.

Increase—Continued.

Southeast: Third Street, E Street to Virginia
Avenue $7,400

Northeast: Fourteenth Place, North Carolina
Avenue to D Street 9,500

Northeast: D Street, Fourteenth Street to Fifteenth
Street 8,900

Northeast: Orleans Place, Sixth Street to Seventh
Street 4,000

Northeast: Morton Place, Sixth Street to Seventh
Street 4,000

Increase, gasoline tax and road fund _ _ _ _ 85,700

Decrease—

Northwest: Pennsylvania Avenue (south side),
Washington Circle to Twenty-fifth Street 5,000

Southeast: Minnesota Avenue, Good Hope Road to
Eighteenth Street 28,000

Northwest: Thirty-fifth Street, Prospect Street to
Wisconsin Avenue 75,000

Northwest: Calvert Street, Connecticut Avenue to
Twenty-ninth Street 24,000

Northwest: Varnum Street, Seventeenth Street to
Eighteenth Street 8,000

Northwest: Eighteenth Street, Varnum Street to
Webster Street _  5,300

Northwest: Webster Street, Seventeenth Street to
Eighteenth Street 8,000

Northwest: Thirteenth Street, Upshur Street to
Allison Street 21,000

Northwest: Eleventh Street, New York Avenue to
Massachusetts Avenue 45,000

Decrease, gasoline tax and road fund _ 219,300

Net decrease, gasoline tax and road fund _ 133,600

Increase--

Purchase of small park areas 10,000

Repairs 400,000

Net increase, street and road improve-
ment and repair.   258,800
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Playgrounds, salaries   $6, 160

Public schools:

Sanitary paper towels  2, 400

Buildings and grounds—

Langley Junior High School•  100, 000

Rent of school buildings  3, 000

Total, public schools_ _ _____ 105, 400

Police court:

Salaries  300

National Zoological Park:

Public exhibition building for birds  49, 000

Water department:

Site new third high-service reservoir  25, 000

Total, increase  445, 560

DECREA SE

Public Utilities Commission:

Salary of attorney at law  6, 000

Public schools:

Buildings and grounds—

Francis Junior High School  25, 000

New McKinley Technical High School  200, 000

Junior High School to replace Garnet Patterson School_ 100, 000

Petworth School combined gymnasium and assembly
hall  75, 000

West School, combined gymnasium and assembly hall  75, 000

Total, public schools 475, 000

Public welfare:

Personal services  10, 080

Medical charities—

Washington Home for Incurables  5, 000

Georgetown University Hospital  3, 000

George Washington University Hospital  3, 000
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Public welfare—Continued.

Southern Relief Society $5,000

Total, public welfare__ 26,080

Total decrease 507,080

Net decrease - 61,520

Amount of bill as reported to Senate_ 33,697,771

The following amendments were approved by the
the chairman of the subcommittee authorized to
to the bill in the Senate:

committee, and
offer the same

AMOUNT APPROPRIATED BY GOVERNMENT

On page 2, in line 8, after the word "appropriated" insert , to be
advanced July 1, 1926

STREETS

On page 26, after line 13, insert as a separate paragraph the fol-
lowing:
In addition to the provision of existing law requiring contractors to keep new

pavements in repair for a period of one year from the date of the completion of the
work, the Commissioners of the District of Columbia shall further require that where
repairs are necessary during the four years following the said one-year period, due
to inferior work or defective materials, such repairs shall be made at the expense of the
contractor, and the bond furnished by the contractor shall be liable for such expense.

STREET LIGHTING

On page 32, in line 25, after the numerals "$750,000," insert:

: Provided, That this appropriation shall not be available for the payment of rate
for electric street lighting in excess of 87M per centum of rates heretofore established
by law, and rates established by the commissioners in accordance with law, and pay-
ment for electric current for new forms of street lighting shall not exceed two cents
per kilowatt-hour for current consumed.

ADMISSION OF NONRESIDENT PUPILS TO PUBLIC SCHOOLS

On page 40, after line 8, insert as a separate paragraph the fol-
lowing:

The children of officers and men of the United States Army, Navy, and Marine
Corps, and children of other employees of the United States stationed outside the
District of Columbia shall be admitted to the public schools without payment of
tuition.

FIRE DEPARTMENT SALARIES

On page 49, line 16, strike out "Columbia, $1,825,430" and insert
in lieu thereof the following:
Columbia," including the present chief clerk of the fire department, who shall be ap-
pointed a battalion chief engineer in the fire department of the District of Columbia
and shall act as ex officio chief clerk, $1,828,680.

On page 49, line 18, strike out "$7,080" and insert in lieu thereof
$3,780.
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MERIDIAN HILL PARK

On page 80, line 16, after the numerals "$15,000," insert the fol-
lowing:
: Provided further, That not to exceed $5,000 may be expended by contract or other-

wise for architectural or other professional services without reference to the classification
act of 1923 or civil service rules, as approved by the director, in the development of
Meridian Hill Park.

DISBURSEMENT OF FUNDS

On page 91, after line 23, insert as a separate paragraph the fol-
lowing;

Sec. 7. That in disbursing funds appropriated for the expenses of the government
of the District of Columbia the commissioners of said District shall require such
form of receipt as evidence of payment as may be deemed sufficient in the opinion
of the corporation counsel of said District to give full legal acquittance to the Dis-
trict of Columbia. •



Calendar No. 594
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1st Session f No. 588

MONUMENT TO GENERAL BOLT VAR

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. FESS, from the Committee on the Library, submitted the
following

REPORT

[To accompany S. 2643]

The Committee on the Library, to which was referred the bill (S.
2643) to provide for the cooperation of the United States in the erec-
tion in the city of Panama of a monument to Gen. Simon Bolivar,
reported the same with the recommendation that said bill do pass.

This measure is recommended by the President in his message to
Congress on December 21, 1925, in which he wrote:

In fulfillment of a promise made to the Government of Panama, I request of
the Congress the enactment of legi dation authorizing an appropriation of $10,000
to cover the proportion of the United States of the expenses to be incurred in
the erection at the city of Panama of a monument to the South American liber-

ator, Gen. Simon Bolivar, in pursuance of a resolution adopted at the Fifth In-

ternational Conference of American States held at Santiago, Chile, in 1923.
There is inclosed herewith for the information on the Congress a copy of a

report by the Secretary of State, with an accompanying translation of a note
from the minister of Panama, on the subject.
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1st Session No. 589

ALLOTMENT OF WAR TROPHIES TO AMERICAN LEGION
MUSEUM

APRIL 5 (calendar day, APRIL 13), 1926.—Ordered to be printed

Mr. ROBINSON of Indiana, from the Committee on Military Affairs,

submitted the following

REPORT

[To accompany S. J. Res. 91]

The Committee on Military Affairs, to whom was referred the

Joint resolution (S. J. Res. 91) directing the Secretary of War to

allot trophies to the American Legion Museum, having had the same

under consideration, report the same back without amendment and

recommend its passage.
The report of the Committee on Military Affairs of the House of

Representatives on a similar House joint resolution (H. J. Res. 114)

,explains the purpose of the measure and contains a letter from the

Secretary of War recommending an amendment which has been

incorporated in the joint resolution.
The report above referred to is as follows:

The Committee on Military Affairs, to which was referred the joint
 resolution.

H. J. Res 114, having considered the same, report thereon with t
he recom-

mendation that it be passed with the following amendment:

Strike out all after the enacting clause and insert the following in
 lieu thereof:

"That the Secretary of War be directed to allot and deliver with
out cost to

the United States, to the National Museum of the American Le
gion at its national

headquarters, a representative collection of captured and surre
ndered war de-

vices and trophies of the World War, to be selected from those 
war devices and

trophies not otherwise allotted and accepted for distribution in 
accordance with

law: Provided, That acceptance, shipment, and delivery shall be
 made within a

reasonable time and under the laws and regulations, except as 
herein provided,

that are now applicable to acceptance, shipment, and del
ivery of war, devices

and trophies to the States, Territories, possessions of the Uni
ted States and the

District of Columbia."
The purpose of this legislation is to permit certain of the ca

ptured and sur-

rendered trophies of the World War to be presented to the Am
erican Legion, to

be placed in the museum in the new national headquarters build
ing at Indianapolis,

Ind. This new headquarters building has been completed and e
verything is in

readiness for the placing of the trophies in the museum. Your committee feel

the object of the bill to be meritorious and urge adoptio
n of the resolution with
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the amendments suggested by the War Department. The letter of the Secre-
tary of War in regard to the measure is nrctde a part of this report, as follows:

FEBRUARY 18, 1926.
Hon. JOHN M. MORIN,

Chairman Committee on Military Affairs.
House of Representatives.

MY DEAR MR. MORIN: In compliance with your request of January 26, 1926,
I am pleased to submit the following report on H. J. Res. 114. The subject of
the proposed legislation is "Allotment and distribution of war trophies to the
American Legion Museum."
The applicable provisions of law on this subject are: The existing law as

contained in the act of Congress approved June 7, 1924 (Public, No. 234, 68th
Cong., S. 1376), "An act to provide for the equitable distribution of war devices
and trophies to the States and Territories of the United States and to the Dis-
trict of Columbia," provides for the apportionment and distribution to the
various States, Territories, possessions of the United States, and to the District
of Columbia of war devices and trophies excepting those required for use by
the armed forces of the United States and those required for display by certain
national institutions referred to in the act.

This act provides:
" SEc. 2. That for the purposes of this act the reports heretofore compiled

under the direction of the Secretary of War showing the number of men in the
armed forces of the United States accredited to each State, Territory, possession
of the United States, and to the District of Columbia * * * and the allot-
ment of war trophies suitable for distribution * * * shall serve as a basis
of distribution. As soon as practicable after the date upon which this act shall
become effective the Secretary of War shall cause the chief executive of each of
the several States, Territories, and possessions, and the Commissioners of the
District of Columbia to designate such material as will be accepted free on board
common carrier at the point of storage, and to designate the point or points to
which the accepted material is to be shipped without expense to the United
States, other than that of packing and loading at the point of storage.
"SEC. 3. * * * That if the chief executive or the commissioners of any

State, Territory, possession, or District, shall not, within one year after notifica-
tion of the character and quantity of the apportionment, file with the Secretary
of War such acceptance and agreement, such apportionment, or any part thereof,
shall be sold as surplus property as it then is and where it then is, or shall be
destroyed—all as the Secretary of War, in his discretion, shall determine; and
like action shall be taken in respect of the rejected portion of any apportionment
accepted in part only, and war devices, and trophies considered by the Secretary
of War as unsuitable for distribution."
An appropriation of $39,000 is authorized for carrying out the provisions of

the act.
The substance of the reports and the allotment of war devices and trophies

suitable for distribution, referred to in the act as "compiled by the Secretary
of War," and which form the basis of distribution, were submitted to the chair-
man of the Military Committees of the Senate and House of Representatives,
and made a part of Report No. 23, House of Representatives, Sixty-eighth
Congress, first session. This allotment is designated in the report as Chart
No. 1." This report contains another chart "Chart No. 2," which comprises
a list of articles considered unsuitable as trophies and which the act requires
shall be sold or destroyed.

Notifications of allotments have been duly sent out to executives of the various
States and Territories in accordance with the approved Chart No. 1, as contem-
plated in the act. Distribution has been in progress since last spring.
In letters to your committee and the Committee on Military Affairs.in the

Senate of January 11, 1926, request was made for additional legislation on this
subject, contemplating the reallotment and distribution of war devices and
trophies rejected or not accepted by the States, Territories, possessions of the
United States and the District of Columbia, and the allotment and distribu-
tion of certain classes of trophies listed in Chart No. 2, Report No. 23, House
of Representatives, Sixty-eighth Congress, first session, required by law to be
destroyed or sold. This amendment of the existing law has been favorably
reported by the Senate committee in its Report No. 43, Calendar No. 44, Senate,
Sixty-ninth Congress, first session.
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The changes that will be brought about in existing law by H. J. 
Res. 114,

and the effect of such changes, stated briefly, are as follows:

Existing law will be modified to authorize an allotment of war trophi
es to the

American Legion Museum, but this allotment is not specific
ally limited in any

way. It should be limited so as to make it clear that allotment
s of war trophies

already made in accordance with law or to be made in accordanc
e with the ad-

ditional legislation requested will not be disrupted or change
d. In other words,

the selection of the trophies for this collection should be 
made from those ma-

terials heretofore considered unsuitable as trophies and
 from those trophies

that have been allotted for distribution but finally rejected
 or not accepted.

No mention is made in H. J. Res. 114 of the cost of putting its 
provisions into

effect. The resolution should contain the statement that no c
harge will be

made against the United States.
I am of the opinion that H. J. Res. 114 should be amen

ded so as to bring

this resolution into accord with existing law and with th
e proposed additional

legislation already requested and referred to herein

I submit the following draft of the proposed H. J. Res. 114,
 amended in accord-

ance with the views expressed above, and recommend its p
assage:

JOINT RESOLUTION Directing the Secretary of War to all
ot war trophies to the American Legion

Museum

"Resolved by the Senate and House of Representatives of the
 United States oj

America in Congress assembled, That the Secretary of 
War be directed to allot

and deliver without cost to the United States to the N
ational Museum of the

American Legion at its national headquarters, a repres
entative collection of

captured and surrendered war devices and trophies of t
he World War, to be

selected from those war devices and trophies not otherw
ise allotted and accepted

for distribution in accordance with law: Provided, That 
acceptance, shipment,

and delivery shall be made within a reasonable time an
d under the laws and

regulations, except as herein provided, that are now a
pplicable to acceptance,

shipment, and delivery of war devices and trophies to t
he States, Territories,

possessions of the United States, and the District of Co
lumbia."

If any additional information from the War Department is 
desired I shall be

pleased to furnish it.
If the Committee on Military Affairs wishes to have 

hearings upon the pro-

posed legislation, the following-named officers are desi
gnated to appear before

your committee: Col. D. John Markey, General Staf
f (National Guard); Lieut.

Col. John Cocke, General Staff; Capt. N. H. Strickland
, Ordnance Department.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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1st Session 
No. 590

WEIGHING OF LIVESTOCK AT STOCK
YARDS

APRIL 5 (calendar day, APRIL 13), 1926.—
Ordered to be printed

Mr. NORBECK, from the Committee on Agri
culture and Forestry,

submitted the following

REPORT

[To accompany H. R. 7818]

The Committee on Agriculture and Forest
ry, to whom was referred

the bill (H. R. 7818) to amend section 304
 of an act entitled "An act

to regulate interstate and foreign commer
ce in livestock, livestock

products, dairy products, poultry, poultry
 products, and eggs, and

for other purposes," approved August 1
5, 1921, having considered

the same, report thereon with a recommen
dation that it do pass.

This bill amends section 304 of this act 
by adding the following

provisions to the law:

Provided, That in any State where t
he weighing of livestock at a stockyard 

is

conducted by a duly authorized depart
ment or agency of the State, the Secre

tary,

upon application of such department
 or agency, may register it as a ma

rket

agency for the weighing of livestock r
eceived in such stockyard, and upon

 such

registration such department or agenc
y and the members thereof shall be 

amen-

able to all the requirements of this ac
t; and upon failure of such departme

nt or

agency or the members thereof to co
mply with the orders of the Secretary

 under

this act he is authorized to revoke the
 registration of such department or

 agency

and to enforce such revocation as p
rovided in section 315 of this act.

The purpose of the bill is to give legal aut
hority to the Department

of Agriculture to designate a state d
epartment to do the weighing

of livestock at stockyards. The authority may be withdrawn an
y

time. There is no opposition to this measure, a
nd it has the approval

of the Department of Agriculture.
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1st Session No. 591

REGULATING THE MANUFACTURE, RENOVATION, AND SALE OF
MATTRESSES IN THE DISTRICT OF COLUMBIA

APRIL 5 (calendar day, APRIL 14), 1926.—Ordered to be printed

Mr. COPELAND, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany S. 31481

The Committee on the District of Columbia, to whom was referred
the bill (S. 3148) to regulate the manufacture, renovation, and sale
of mattresses in the District of Columbia, having considered the same,
report favorably thereon with the recommendation that the bill do
pass.
The object of the bill is to prevent the use of unsanitary material

in the manufacture of bedding used in the District of Columbia, and a
correct labeling of all bedding dealt in, for the protection of the buying
public. The bill provides, specifically, that there shall not be used in
the renovation of any mattress, or other bedding sold in the District,
material that has been used about any sanitarium or hospital or used
by any individual having an infectious or contagious disease; that
mattresses made of second-hand material shall be accordingly labeled,
and before such material is used it shall be thoroughly sterilized and
disinfected by a process approved by the health officer of the District
of Columbia. The bill further provides for the labeling of bedding,
whether new or renovated, with the name of the manufacturer; for
the making of necessary regulations by the District Commissioners,
and inspection and enfoicement by the health officer.
The District Commissioners state that there have been instances

of the use of material of an objectionable nature for bedding sold in the
District, and that there is no existing law or regulation covering such
situations. From the standpoint of protection of public health, as
well as to prevent fraud upon the public by the sale of renovated
bedding not marked as such, the bill is considered desirable. Similar
laws are now in force in 26 States, and many cities have municipal
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ordinances of a like nature. The bill has the approval of the Citizens
Advisory Council of the District of Columbia.
Appended hereto and made a part of this report is the letter from

the District 'Commissioners previously mentioned, recommending
enactment of the bill.

COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
Washington, February 24, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia have the honor to sub-

mit the following on Senate bill 3148, Sixty-ninth Congress, first session, entitled,
"A bill to fegulate the manufacture, Ienovation, and sale of mattresses in the
District of Columbia," which you referred to them for report as to the merits
of the bill and the propriety of its passage.
The proposed legislation has for its object the p:evention of the manufacture

or sale of certain unsuitable articles designed for sleeping purposes. Some
mattresses, pillows, and other like articles offered for sale in the District of Co-
lumbia have been made from materials of an objectionable character, and corn-
plaints have been made to the health department concerning them.

There is no existing law or regulation that can in any way regulate this matter.
In some cases, these articles used for sleeping purposes may be made from ma-
terials that have been exposed to infections of various kinds, and in such an
event would constitute a real menace to persons using the same. The bill seeks
to correct these conditions, and seems to cover the subject very well. The
commissioners believe the proposed legislation is needed, and that the measure
is a meritorious one.
The commissioners recommend favorable action on the bill.

Very respectfully,
BOARD OF COMMISSIONERS OF THE DISTRICT OF COLUMBIA.

By CUNO H. RUDOLPH, President.
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GRANTING RELIEF TO THE METROPOLITAN POLICE AND TO THE

OFFICERS AND MEMBERS OF THE FIRE DEPARTMENT OF THE

DISTRICT OF COLUMBIA

APRIL 5 (calendar day, APRIL 14), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-,
nutted the following

REPORT

[To accompany H. R. 3807]

The Committee on the District of Columbia, to whom was referred
the bill (H. R. 3807) to grant relief to the Metropolitan police and to
the officers and members of the fire department of the District of
Columbia, having considered the same, report favorably thereon with
the recommendation that the bill do pass with the following amend-
ments:
Line 3, after the word "that," insert the words "for furnishing."
Line 5, strike out the words "shall be furnished without charge to"

and insert in lieu thereof the following words: "there is hereby

authorized to be appropriated a sum not exceeding $75 per annum
for each member of the.

Line 6, strike out the word "to."
Line 7, strike out the period, insert a comma, and add the following

words: "to be expended subject to rules and regulations to be pre-

scribed by the Commissioners of the District of Columbia."

The object of the bill is to relieve members of the District fire

and police departments of the expense of buying their uniforms and

official equipment, amounting to approximately $75 per year for

clothing alone, based on a five-year average. The cost  the first year

in the case of a policeman, is approximately $112. When it is con-

sidered that the basic salary of members of the police and fire depart-

ments is $1,800 a year, that they have families to maintain, and, in

addition to their uniforms, must purchase civilian attire, the justi-

fication for this bill is readily apparent. Consideration also must be

given to the fact that members of both departments are exposed

during much of the year to inclement weather, with consequent

damage to their uniforms. Furthermore, in the performance of

S R-69-1—vol 2 26
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their duties, often extremely hazardous, their clothing in a few
minutes time may be, and frequently is, utterly ruined. To a man
with a comparatively small income this can not help but be to at
least a slight extent a deterrent in coping with a situation involving
risk. Furthermore, and particularly in the case of the police, the
entire force must be presentable at all times because of the many
public parades and functions of national importance. The appearance
of the force, so far as clothing is concerned, should be creditable to
the Capital of the Nation. Other cities of like size, including some
that pay larger compensation, furnish uniforms and equipment to
their firemen and pohcemen. The bill providing for a similar allow-
ance in the District of Columbia has the support of the Washington
Chamher of Commerce, and other local business and civic organiza-
tions.
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Mr. EDGE, from the Committee on Foreign Relations, submitted the
following

REPORT

[To accompany H. R. 10200]

The Committee on Foreign Relations, to which was referred the
bill H. R. 10200, having had the same under consideration, report the
same back with the recommendation that it pass with the following
amendments:
On page 1, line 6, strike out the words "authorized by" and insert

in lieu thereof the words "made pursuant to."
On page 4, line 23, aster the word "therefor," strike out the words

"within the scale of compensation usually paid for like services" and
insert the words "not exceeding in any case 5 per centum of the cost of
construction or remodeling of the properties in respect to which said
special services are rendered."

These amendments are being proposed in order to limit the acquisi-
tion of property to the appropriations provided by Congress therefor
and to place a proper limit upon the outlay for special architectural
and technical services.
The bill was the subject of extensive hearings in the Committee on

Foreign Affairs of the House of Representatives, and the passage of it
has been urged by the Hon. Frank B. Kellogg, Secretary of State;
the Hon. Herbert Hoover, Secretary of Commerce; the Hon. John W.
Davis, formerly ambassador to Great Britain and Member of the
House of Representatives; all of whom gave strong testimony at the
hearings in favor of the bill. It bears the approval of the United
States Chamber of Commerce, of the Merchants' Association of
New York, of the Chamber of Commerce of the State of New York,
the Philadelphia Chamber of Commerce, the Chamber of Commerce
of Portland, the American Manufacturers' Export Association, the
Associated American Chambers of Commerce of China, and other
well-known associations interested in international trade. Editorial
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comment in the press has been uniformly favorable to the enactment
of this bill.

WHAT THE BILL PROPOSES

The bill makes provision for the purchase or construction of
buildings in foreign countries ' in which to house appropriately
American diplomatic, consular, and other establishments there, in
accordance with the following principles:

1. Consolidation, in the interest of economy and efficiency, in one
or more buildings to the extent deemed desirable, of all of the agencies
of the United States in a given foreign capital or city.

2. Where consolidation is not practicable, separate buildings for
offices and residences for diplomatic representatives and offices for
other representatives in capitals, and for offices and residences for
consular and other representatives in certain other cities.

3. Creation of a commission to be known as the Foreign Service
Buildings Commission, composed of seven members—two from each
of the two Houses of Congress and three from the Cabinet—to
cOnsider, formulate, and approve plans for the acquisition and utili-
zation of property in foreign countries, and to carry into effect the
provisions of the act.

4. Authorization of appropriations of not more than $2,000,000 a
year and a total of $10,000,000, to be expended under the direction
of the commission.

5. An annual report to be made to Congress by the commission,
showing the results of its work.

REASONS FOR ACQUIRING BUILDINGS ABROAD

The lack of appropriate buildings in which to house American
diplomatic and consular representatives, particularly in foreign
capitals, is too well known to require extended discussion here. The
principle of Government ownership of diplomatic and consular build-
ings in foreign countries was adopted many years ago by the principal
foreign governments whose representatives in foreign capitals and
in ports of the East are housed comfortably and in a dignified manner.
The acquisition of buildings for American diplomatic and consular
officers has been recommended by many Presidents, including Presi-
dent Arthur in his message of December 1, 1884, President Cleveland
on December 8, 1885, President Harrison on January 13, 1890, and
President Cleveland again on December 2, 1895, when he said:

The usefulness of a nation's diplomatic representatives undeniably depends
upon the appropriateness of his surroundings; and a country like ours, while
avoiding unnecessary glitter and show, should be certain that it does not suffer
in its relations with foreign nations through parsimony and cheapness in its dip-
lomatic outfit. These considerations and the other advantages of having fixed
and somewhat permanent locations for our embassies would abundantly justify
the moderate expenditure necessary to carry out this suggestion.

Practically every President since has advocated the acquisition of
Government buildings abroad. It appears to be the general sentiment
that it is not democratic or even self-respecting to permit an American
repiesentative to live in an unsuitable manner when his foreign
colleagues are provided with commodious and dignified residences,
nor on the other hand, to permit him to live in a lavish manner at
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his own expense and thus embarrass his successor, less fortunate in
the possession of private means, or make it necessary that a successor
shall be chosen from the standpoint primarily of his wealth rather
than of his ability.
But quite apart from the importance from the standpoint of

national prestige of acquiring Government-owned residences and
offices for the representatives of the United States abroad other
aspects of the housing question have now become important. The
United States has acquired a new position in the world since the
Great War. Its foreign commerce has doubled within ' the past 10
years. Its investments of capital in foreign lands have increased
some 400 per cent. Its political, economic, and administrative prob-
lems in connection with foreign countries are rapidly growing in
number and importance. It is maintaining in foreign countries a
total of some 584 governmental agencies, employing 4,386 persons.
It has diplomatic establishments in 51 capitals of the world, and in
only 14 of those capitals are the establishments owned by the Gov-
ernment. In the remainder ambassadors and ministers must rent
at their own expense suitable houses in which to live and to extend
appropriate hospitality as representatives of this Government. In
many cases suitable houses are not readily available, and when
obtained require a personal outlay on the part of the representative
of nearly the entire amount of his salary. In the great commercial
ports of the Far East, in a region where it is so important to main-
tain external appearances and where our chief competitors for trade
have housed their consular and other representatives in comfortable
and dignified buildings, the United States owns but three consular
establishments.

CONSOLIDATION OF GOVERNMENT AGENCIES ABROAD

Nowhere is there any adequate provision for bringing together in
one place all of the activities of the United States in a given city in
accordance with the practice of private business organizations. In
Paris there are 14 agencies of the Government of the United States
housed in 8 separate places. In London there are 10 agencies, housed
in 6 separate places. In Berlin, Rome, Buenos Aires, and other
capitals a similar situation exists. The result is inconvenience to
the public in having to travel from one agency to another in search
of the one having jurisdiction over a given question; loss of time and
efficiency by the several agents themselves in attempting to cooperate
and coordinate their activities; and in unnecessary and excessive
expense for rent, due to the separate location of the several agencies.

INCREASE IN RENTALS

The large increase in rentals during the past few years is an im-
portant aspect of this question. In China the rentals have increased
148 per cent over those in 1914 in Japan, over 78 per cent; in Turkey,
over 125 per cent; while the total average rentals abroad for the past
year for offices only have increased more than 80 per cent and reached
the aggregate sum of $559,000. Inasmuch as this rental includes
interest, taxes, upkeep, profit to the foreign landlord as well as en-
hancement in the value of the property in each instance, the commit-
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tee is of the opinion that, considering the matter from the point of
view of economy alone, it would be, in the long run, in the interest
of the Government to acquire its own property rather than continue
to pay rent. The amount now being expended annually for rent is
equivalent to 4 per cent interest upon nearly $14,000,000, an amount
much more than sufficient to provide all the Government-owned
buildings now needed. This bill proposes to make a total capital
investment of only $10,000,000 spread over a period of years.

METHOD OF PURCHASING PROPERTY

It has been shown in the hearings that hundreds of thousands
of dollars could have been saved if it had been possible to take
immediate advantage of favorable opportunities for the purchase of
property which existed immediately after the war, instead of being
compelled to wait for one or more years to obtain specific authoriza-
tion from Congress. This bill would remove the existing obstacles
to the economical acquisition of property and place the Government
in practically the same position as a private individual in its ability
to take advantage of favorable opportunities for advantageous
purchases.

CONTROL OF EXPENDITURE

While this bill provides for lump-sum appropriations, the objec-
tions ordinarily made to such appropriations have been obviated by
the creation of a commission on which the members chosen from the
two Houses of Congress shall have a majority voice in the formulation
and approval of plans and expenditures incident to the execution of
the act, thus retaining the control of expenditures in Congress.

TESTIMONY IN FAVOR OF THE BILL

The letter from the Secretary of State setting forth his reasons
for approving the bill is printed in full as a part of this report and
gives a comprehensive review of the advantages which will result
from the adoption of this measure.
The Hon. Herbert Hoover, Secretary of Commerce, stated:
* * this bill is a very necessary thing from every point of view. * * *

the Government would serve with much more efficiency, * * * and with
far greater economy, and certainly with a good deal more dignity, if we could
have some systematic plan for the acquisition of buildings under American
control abroad.

The Hon. John W. Davis, formerly a Member of this House, and
later ambassador to Great Britain, said:
I can not think that any private business could possibly manage the housing

of its representatives in the way in which the United States of America does
from the standpoint of economy and efficiency and the not inconsiderable matter
of national prestige. * * * It is quite true that in foreign countries the
mere fact of prestige and experience is a thing which counts large in the scale.
But if that were all I should say that the bill would lack a great deal of its
appeal, but on the point of economy and efficiency the way in which our repre-
sentation is scattered abroad in all the capitals with which I have been in
familiarity is the great drawback to the public service. I think it is highly
important that we should concentrate, as far as it is possible to do so, in all these
capitals the different activities of the Government.
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Hon. STEPHEN G. PORTER,
Chairman Committee on Foreign Affairs,

House of Representatives.
MY DEAR MR. PORTER: I have received your letter of January 6, 1926, and

have examined with care the bill (H. R. 6771) to provide for acquiring buildings
in which to house embassies, legations, and consulates in foreign countries, and
it gives me pleasure to say that the measure seems admirably adapted to the
purpose. Furthermore, the bill has been brought to the attention of the Presi-
dent, and I am pleased to be able to say that it is in harmony with his financial
program.
The United States maintains 51 diplomatic missions abroad, only 14 of which

are housed in Government-owned buildings. Two additional buildings are in
course of construction. In capitals such as Berlin Rome, Buenos Aires, Brus-
sels, Stockholm, The Hague, Vienna, Budapest, ̀ Warsaw, and Lima the Ameri-
can diplomatic representative occupies rented buildings for offices and residences
and receives no allowance for the cost of his residence. It is still true, as has
been so often stated, that no man who is not comparatively wealthy can be an
ambassador or minister of the United States in most foreign capitals, and that,
to a great extent, this Republic, the foremost democratic Government in the
world and ane of the wealthiest of nations, is under the necessity of limiting its
choice of diplomatic representatives to men of wealth. No matter how able a
man may be, how learned in international law and diplomatic history, how
skilled in negotiations, or how representative of the best in American culture,
he is not eligible for appointment to most of the great diplomatic posts unless he
has a large private fortune.
In the consular branch of the Foreign Service there are 296 consulate generals

and consulates, and only 4 of them are housed in Government-owned buildings.
In China and Japan, and other places in the East where the customs and modes of
life are radically different from those of the United States and other western
countries, the problem is not that merely of finding suitable houses, but of finding
any kind of houses, other than native ones, in which consular officers may live and
carry on their official work. In several places the possession of even inadequate
rented quarters is being held with daily increasing difficulty. In the great city
of Canton, for example, the consular establishment, in the only building obtain-
able, has been reported by the American minister to be disgraceful in its inade-
quacy. In Shanghai the Government-owned buildings, which have been stand-
ing for more than 30 years, have been condemned by the local authorities as
unsafe, and should be replaced by well-built modern structures. It is estimated
that the land upon which the present buildings stand, which, with the buildings,
was purchased by the United States for some $290,000, has a present market
value of nearly $1,000,000. In Mukden the United States is dependent for the
only consular quarters obtainable upon the good will of the local Chinese authori-
ties, notwithstandng that this Government owns an excellent site upon which
buildings sufficient for all future requirements could be erected. In Shanghai,
Mukden, Tientsin

' 
Hankow, Chefoo, Foochow, Tsinan, Canton, and elsewhere in

China, other great governments have long since erected buildings for their consu-
lar establishments, and the United States appears at a great disadvantage in com-
parison.
I hope that your measure indicates a disposition on the part of the legislative

branch f5f the Government to adopt a broad constructive policy and to provide a
permanent method by which appropriate buildings may be acquired in which to
house our embassies and legations in all countries and also our consulates in the
Far East where suitable houses are seldom available, and in other places where
the preservation of the health of the officers requires better housing than local
buildings afford. It is not inappropriate to remark, in this relation, that by
failing to make purchases immediately after the war, we have lost a unique
opportunity to acquire property at abnormally low prices. But while the low
postwar prices no longer prevail, it is not likely that more favorable prices will
exist for many years than those at which property can now be purchased.
A section of the bill which strongly commends itself to my judgment is that

providing for the concentration, in certain foreign capitals of all the agencies
of the United States in Government-owned buildings. No private business
enterprise would for a moment house the several branches of its business in
separate buildings widely scattered over a large city as the United States Gov-
ernment agencies are now housed in certain foreign capitals with consequent
inconvenience to the public, excessive expense to the Government, and loss of

5
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efficiency. Two of the most conspicuous examples of this condition are found
in the cities of Paris and London. In Paris there are maintained the offices of
14 agencies of the United States Government, including those of the embassy,
the consulate general, the agents of the Customs Service, the military, naval,
and commercial attaches, the representatives of the Public Health Service,
agents of the United States Lines, the passport and visa department of the con-
sulate general, the representatives of the office of rents, requisitions, and claims,
the representative of the historical section of the Army War College, the American
Battle Monuments Commission and the National Advisory Committee for
Aeronautics. Many of these offices are located in different buildings, some of
which are inconveniently distant from the others. In London much the same
condition exists, the embassy chancery, the consulate general, the passport and
visa office, the representative of the Department of Agriculture, the United
States Dispatch Agency, the representative of the Customs Service, and the
office of the Shipping Board, occupying separate buildings which in some in-
stances are far apart. In Berlin a somewhat similar though less striking con-
dition exists.
In accordance with your request of some time ago, instructions were sent to

all missions to report upon the rentals now paid by the several governmental
agencies abroad, the personnel of those agencies

' 
the office space now utilized,

any additional space required, the relative merits of several plans of acquiring
property for centralized housing, the estimated cost thereof and the estimated
advantages, disadvantages and economies of centralized housing of all United
States agencies in each foreign capital or city. The replies show that the condi-
tions with respect to housing of the governmental agencies vary in the several
capitals. Centralization of housing is highly desirable in some capitals in the
interest of efficiency, economy, and convenience; practicable though less desirable
in others; and not practicable at all at the present time in others. The most
economical project for such centralization as you have in mind has been sub-
mitted by the embassy in London, in a concrete suggestion of building on a
vacant site midway between the Ritz Hotel and the American Club. It would
be difficult to find in any city a more convenient location from every point of
view.
The land is bounded by three streets, so as to guarantee ample light and air,

and what is very important, separate entrances to serve the diverse public inter-
ests to be accommodated, thus reducing the confusion and crowding, which
sometimes occurs around a single entrance in times of emergency. The site
would cost roughly $570,000. The cost of erecting upon it an office building that
would contain approximately 30,000 square feet of office space would be about
$250,000. The total outlay would be, therefore, approximately $820,000.
Such a building would house the offices of the embassy, Consulate general, com-
mercial attaché, military attaché, naval attaché, agents of the Treasury Depart-
ment, agent of the Agricultural Department, and the United States dispatch
agent, with a total personnel of 178 people and occupying at present 26,000
square feet of office space. Viewing the matter in the light of an investment
the interest charged at 4 per cent upon $820,000 would be $32,800. This amount
is practically equaled by the rental now paid to private property owners by the
several Government agencies in London, amounting to approximately $30,000
per annum. The difference of $2,800 would be moik than absorbed by the
economies in personnel and overhead expenses resulting from bringing the
several agencies together in one building.
In neither Paris nor Berlin has it been possible to find at the moment an ideal

project at a reasonable price, but this is a condition which may obtain temporarily
in any city in which it is desired to make a real-estate investment. The 14
agencies of the United States in Paris occupy 36,492 square feet of floor space
and are urgently in need of 8,393 additional square feet, or a total of 44,885
square feet. There are a total of 245 employees. The annual rental now paid
for offices for all these agencies is $30,357, which is equal to interest at 4 per cent
on $758,925. Although the department has not yet obtained prices on specific
property appropriately situated and of sufficient size to accommodate all of the
agencies to be housed, it is believed from information in its possession that it
would be possible to acquire a suitable building in which to house all of these
agencies at a cost of perhaps not more than $600,000. If this could be done, it
would at once result in a decrease of over $6,000 a year in the annual charge
against the Government, besides effecting many other economies through bringing
all of the agencies of the Government together in one building.
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The fact that centralization of all the agencies of the United States into single
ouildings in London and Paris is strongly recommended by two such practical
and successful business men as the Hon. Alanson B. Houghton, ambassador to
Great Britain, and the Hon. Myron T. Herrick, ambassador to France, is a
sufficient guaranty of the practicability and advantageous nature of centralized
housing.
The section of the bill by which a standing fund is to be provided with which

purchases of property may be made from time to time is especially desirable.
Such a fund would enable the Government to purchase in somewhat the same
manner as purchases of private property are made and probably effect economies
over, the existing method of acquiring property abroad, because it would enable
property to be acquired when conditions were favorable without endangering
negotiations or inviting an advance in prices by a specific request to Congress
and the publication of the intentions of the Government in a given place. The
placing of the control of the fund in a commission on which the members of the
Foreign Relations and Foreign Affairs Committees of the Senate and the House
of Representatives, respectively, would have a majority vote would appear to
afford ample guaranty that the expenditures would conform to the wishes of
Congress and obviate the objections that Congress is ordinarily disposed to make
to lump-sum appropriations.
On the whole the bill would appear to provide the means by which the Govern-

ment may hope to acquire, under favorable conditions and in the course of a
reasonable period of time, suitable properties abroad not only for the appro-
priate separate housing of its embassies, legations, and certain of the consulates,
but for applying to the several agencies of the Government in some of the more
important capitals, at least, the principle of centralized housing, thus bringing
governmental housing methods abroad into harmony with those of private
business. The fact that the expenditures of this department alone for rent for
the Foreign Service aggregates over $440,000 annually (which is equivalent to
4 per cent interest upon $11,000,000), and that even this outlay makes no pro-
vision for official residences of our diplomatic representatives indicates that the
subject is one worthy of the most careful attention. I hope that the bill may
receive the favorable consideration of the Congress.

Very sincerely yours,
FRANK B. KELLOGG.

BUREAU OF THE BUDGET,
Washington, March 10, 1926.

Hon. STEPHEN G. PORTER,
Chairman Committee on Foreign Affairs,

House of Representatives.

MY DEAR MR. PORTER: I have your letter of March 5, 1926, concerning the
bill (H. R. 6771) for the acquisition or erection of American Government build-
ings and embassy, legation, and consular buildings.
The bill authorizes an appropriation of not exceeding $5,000,000, and you

state that before considering a change in the amount of this authorization you
would like very much to know whether an increase thereof to $10,000,000 would
be consistent with the President's financial program.
I take pleasure in advising you that an increase in the authorization from

$5,000,000 to $10,000,000 would not be in conflict with the financial program
of the President.

Sincerely yours,
H. M. LORD, Director.
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Mr. STEPHENS, from the Committee on Claims, submitted the

following

REPORT

[To accompany S. 27331

The Committee on Claims, to whom was referred the bill (S. 2733)

for the relief of the State of North Carolina, having considered the

same, report favorably thereon with the recommendation that the

bill do pass without amendment.
The sole purpose of the bill is to relieve the State of North Carolina

and the United States property and disbursing officer of the National

Guard of the State of North Carolina from accountability for 175

folding canvas cots, property of the United States, valued at $430.50,

which were loaned by such State to the mayor of New Bern, N. C.,

for the use of persons rendered homeless and destitute as a result of a

conflagration in that city in December, 1922, and which were lost or

rendered unfit for service.
The following correspondence, setting forth additional facts, is.

appended hereto and made a part of this report.

Hon. F. M. SIMMONS, M. C.,
Washington, D. C.

MY DEAR SENATOR: You of course recall the conflagration
 which took place.

in New Bern in 1923. At that time in order to render every assistance possible,

the National Guard furnished through this office to th
e sufferers cots and other

equipment, and when the equipment was returned we were s
hort 175 cots.

Believing that the War Department was in position to a
pprove reports of

survey showing the loss of these cots in view of the extenu
ating circumstances,

our reports of survey were prepared and forwarded, but 
were returned to us

with a statement that there was no authority under the law
 to relieve the State.

from responsibility under these conditions.

STATE OF NORTH CAROLINA,
THE ADJUTANT GENERAL'S DEPARTMENT,

Raleigh, January 7, 1926.
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I am sending you herewith copies of the reports of survey, with all correspond-
ence and indorsements attached.

With this information it is requested that if you deem it proper you introduce
a bill in Congress for the relief of the State in its responsibility, to the Government
for this Government property which is valued at $430.50. This seems the only
way in which we will be able to be relieved of this accountability and payment
of the amount involved to the Federal Government, and in view of the conditions
surrounding this loss I feel justified in asking Congress to give us the necessary
relief.

With appreciation of your interest and assistance in the matter, I am, with
highest regards,

Sincerely yours,

REPORT OF SURVEY

QUARTERMASTER PROPERTY

J. VAN B. METTS,
The Adjutant General.

OCTOBER 31, 1923.

Articles: Cots, canvas, folding.
Quantity: One hundred and seventy-five.
Value: $430.50.
Date and circumstances: Received about August, 1921. On December 1,

1922, a large part of the town of Newbern, N. C. (25 miles west of Camp Glenn,
where cots were stored) was wiped out by fire and hundreds of residents were
rendered homeless and destitute. Practically all the cots at Camp Glenn,
about 600, were turned over to the mayor of the town and they were used for
several months. When they were returned by the civil authorities over 150 were
short, and were not returned, this number having been rendered useless from wear
and tear at New Bern.

Voucher to stock record cards, Maj. Gordon Smith, the accountable officer,
United States property and disbursing officer, at Raleigh, N. C.
I do solemnly swear that the articles of public property named hereon were lost,

destroyed, damaged, or worn out in the manner stated, while in the public
service.

CHARLES BARDEN,
First Lieutenant, Quartermaster Corps,

Staff Corps and Departments North Carolina National Guard.
Sworn to before me, and subscribed in my presence, this 31st day of October,

1923.
AUSTIN A. PARKER,

Lieutenant Colonel, Infantry, United States Army (D. 0. L.).
I certify that the loss, destruction, and damage of the articles of public property

named hereon was occasioned by unavoidable causes, and without fault or neglect
on my part; and that each article listed hereon, with a view of elimination by
destruction, has been examined by me personally, has never been previously
condemned, has become unserviceable in the manner stated herein, and is, in my
opinion, worthless for further public use.

GORDON SMITH,
Major, North Carolina National Guard,

United States Property and Disbursing Officer, North Carolina,
Responsible Officers.

Station, Raleigh, N. C., October 31, 1923. To Capt. C. A. Gosney, who, by
order of the Militia Bureau, is appointed surveying officer on the articles of public
property named hereon.

J. VAN B. METTS,
The Adjutant General, North Carolina.

I have examined all available testimony in this case, and I have personally
investigated the same, and it is my belief that the property listed hereon was
rendered unfit for use by wear and tear while in service at New Bern, N. C.

RECOMMENDATIONS

Recommend that the State and the United States property and disbursing
officer be relieved of accountability and responsibility for said property.
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This report of survey, exclusive of exhibits and inclosures, consists of one c
om-

plete form and one added sheet.
C. A. GOSNEY,

Captain, One hundred and twentieth Infantry, Surveying Officer.

Witness:
Maj. GORDON SMITH,

Adjutant General's Department, North Carolina, National Guard.

Approved: J. VAN B. METTS,
The Adjutant General.

RALEIGH, N. C., October 31, 1923.

In response to urgent request of the mayor of New Bern, N. C., aft
er the con-

flagration there in December, 1922, I requested the United
 States property and

disbursing officer of North Carolina to turn over all cots a
t Camp Glenn to the

town as soon as possible, to be used by citizens rendered homel
ess. About 600

cots were turned over and used to good advantage for several m
onths and when

they were returned about 150 had been rendered useless throug
h wear and tear

and were not turned back. The Camp Bragg and State authorities both cooper-

ated with the town in relieving the destitute citizens.

[SEAL.] J. VAN B. METTS,
The Adjutant General.

I hereby certify that the town of New Bern, N. C., suffere
d one of the worst

disasters in the history of the State when a considerable par
t of the town was

destroyed by fire. Hundreds were rendered homeless and it was necessary to

call on various agencies to assist in caring for families rendere
d homeless and these

agencies included Fort Bragg, the National Guard, Red Cr
oss, etc. The adjutant

general kindly loaned approximately 600 cots from Camp
 Glenn, N. C., and they

were used for several months to splendid advantage. When they were returned

approximately 150 to 175 had become unserviceable throug
h the usage to which

they had been subjected and therefore the full numbe
r which had been loaned

could not be turned back to the State. The securing of these cots contributed

to a considerable extent in alleviating suffering and to 
have diverted funds for

the purchase of cots would have seriously depleted th
e amount that had been

contributed. EDWARD CLARK,
Mayor of New Bern, N. C.

WAR DEPARTMENT, MILITIA BUREAU,
Washington, November 28, 1924.

Subject! Replacement of property lost by fire suffere
rs.

To: The Adjutant General of North Carolina.

1. The inclosed report of survey is returned with
 the information that there

is no authority of law for relieving the State from 
responsibility for the loss of the

property listed. Congress has specifically provided that Federal pro
perty issued

for the use of the National Guard shall be utilized 
for no other purpose.

2. However, it is suggested that statements be 
obtained from the mayor of

New Bern and other officials setting forth the facts 
in the case with a view to show-

ing that an emergency actually existed, and the
se statements forwarded with a

request for replacement of the property without c
harge, and without the neces-

sity of assuming accountability for the replaced 
articles. An endeavor will then

be made to have such request approved.
For the Chief, Militia Bureau. KENNETH P. LORD

(for Theodore Schultz),
Assistant.
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[First indorsement]

UNITED STATES PROPERTY AND DISBURSING OFFICER,
Raleigh, N. C., December 13, 1924.

To the CHIEF, MILITIA BUREAU,
War Department, Washington, D. C.:

1. Returned, inviting attention to statement from the mayor of New Bern,
N. C. (copy attached each copy R/S), and requesting replacement of the property
without charge and without the necessity of assuming accountability for the
replaced articles.

GORDON SMITH,
Major, North Carolina National Guard,

United States Property and Disbursing Officer.

[Second indorsement]

WAR DEPARTMENT, MILITARY BUREAU,
January 8, 1925.

To the ADJUTANT GENERAL OF NORTH CAROLINA:
Since writing the basic communication, the Judge Advocate General of the

Army has rendered an opinion to the effect that the Secretary of War is without
authority under the law to relieve the State from responsibility for the loss of
property under circumstances as outlined in the inclosed report of survey. In
view of this fact the Adjutant General is requested to forward funds in the sum of
$430.50 by draft made payable to the disbursing officer, Militia Bureau, as re-
quired by existing regulations. Upon receipt of the funds, together with the
inclosed report of survey, authority will be granted for dropping the cots.

For the chief of bureau.
THEODORE SCHULTZ,

Lieutenant Colonel, Finance Department, Militia Bureau, Assistant.

[Third indorsement]

ADJUTANT GENERAL'S OFFICE,
Raleigh, N. C., February 3, 1925.

To the CHIEF, MILITIA BUREAU,
War Department, Washington, D. C.

L Contents second indorsement carefully noted.
2. With reference to the reports of survey attached, it is stated that the cots

enumerated thereon were used in an emergency to assist in caring for thousands
of citizens who were rendered homeless on account of a conflagration which wiped
•out almost the entire negro settlement in the town of New Bern. The State,
through this office, understanding that it was always the policy of the War
Department to permit the Regular Army to use such part of its equipment as
necessary in assisting citizens under such conditions, believed that it was entirely
proper that the National Guard, a component of the Army of the United States,
should do the same, and under such conditions one must realize that a loss will
occur. The United States Government, through the War Department, per-
mitted officers and a detachment from Fort Bragg to proceed to New Bern,
where they stayed for several days, rendering such assistance as possible. The
expense of such trip and assistance, it is understood, was borne by the Gov-
ernment, and not by the post commander or any other individual.

3. It is understood that in numerous cases in different sections of this coun-
try the Regular Army has expended Government funds in cases of floods and
conflagrations, and in this case the loss of this property used by the negro popu-
lation in tents and shacks hurriedly built amounts to nothing more than an ex-
pense similar to other expenses indicated.

4. The State does not feel that it is exactly fair to expect it to pay for this
property, and it is requested that the matter be taken up with such higher
authority as may be necessary, and that the survey reports be approved.

J. VAN B. METTS,
The Adjutant General.
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To the CHIEF OF FINANCE.
Attention is invited to the foregoing correspondence and the inclosed report

of survey is forwarded for the action of the Secretary of War.
For the chief of bureau:

[Fourth indorsement]

WAR DEPARTMENT, MILITIA BUREAU,
February 11, 1925.

THEODORE SCHULTZ,
Lieutenant Colonel, Finance Department, Militia Bureau, Assistant.

TO CHIEF OF MILITIA BUREAU.
1. It is the opinion of this office that there is no existing law or regulation

which authorizes the relief of the State of North Carolina from accountability
for the property enumerated on inclosed report of survey. Therefore the recom-
mendations of the surveying officer are disapproved by authority of the Secretary
of War.

2. With reference to the third indorsement hereon, it is deemed appropriate
to state that general authority of Congress for the War Department to issue
its property to sufferers in a great public disaster does not exist. It is customary,
however, in the absence of specific authority of Congress, for the Secretary of
War to extend relief in a great public disaster where the overwhelming demands
of humanity compel immediate action to prevent starvation and extreme suffer-
ing and where local resources are clearly inadequate to cope with the situation.
In the event property is lost or damaged unavoidably as a result of such issue,
the money value thereof is included in the aggregate expense incurred by the
War Department in connection with the relief work, and reports thereon are
submitted with a view to obtaining validating legislation as outlined in Special
Regulations No. 67, as amended by change No. 1, dated June 6, 1922. Specific
authority of Congress is necessary and must be obtained in accordance with
the regulations above mentioned before the accountability for property and
funds expended in relief work, as stated above, can be legally closed.

For the chief of finance:

[Fifth indorsement]

OFFICE OF CHIEF OF FINANCE,
Washington, D. C., February 28, 1925.

P. L. SMITH,
Lieutenant Colonel, Finance Department.

[Sixth indorsement]

WAR DEPARTMENT, MILITIA BUREAU,
March 24, 1925.

To the ADJUTANT GENERAL OF NORTH CAROLINA.

Inviting attention to the fifth indorsement hereon.
For the chief of bureau:

THEODORE SCHULTZ,
Lieutenant Colonel, Finance Department, Militia Bureau, Assistant.
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INTEREST RATES FOR CARRIERS
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Mr. GOODING, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany S. 2929]

The Committee on Interstate Commerce, to whom was referredthe bill (S. 2929) to authorize the refunding of certain evidencesof indebtedness issued by carriers in interstate commerce, and forother purposes, having considered the same, report favorably thereonwith the recommendation that the bill do pass with the followingamendments:
Page 2, line 10, after "value," insert a colon and the following:
Provided, however, That such extension and reduction of interest shall not beallowed in the case of any carrier unless the Interstate Commerce Commission,after investigation, shall, in such case, certify to the Secretary of the Treasurythat in its judgment such extension and reduction should be granted to enableor aid such carrier to properly meet the transportation needs of the public.
Page 2, line 12, strike out "forty" and insert in lieu thereof"thirty."
Page 2, line 13, strike out "4" and insert in lieu thereof "431."Page 2, line 18, after "extension," insert the following: "whichannual payment shall not be less than the difference between thepresent rate of 6 per cent and the reduced rate fixed by the Secretaryof the Treasury pursuant to the provisions of this act.
Page 2, line 18, after "and," insert "the agreement."
The amendments do not change in effect the main provisions ofthis bill, but reduce the time of extension and increase the minimuminterest rate in accordance with the suggestions of the Secretary of

the Treasury.
The bill is a step to insure adequate transportation for the regionsserved by the railroads affected by the bill.
Briefly stated, the bill provides that railroads now owing the Gov-

ernment on indebtedness incurred during Federal control may, with
the consent of the Secretary of the Treasury and the approval of the
* 4--20-26
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Interstate Commerce Commission, pay that indebtedness within 30
years through a reduction in the rate of interest to not less than
43 per cent and an application, to the discharge of the principal, of
not less than the balance of the 6 per cent now paid to the Government.
The procedure contemplates an investigation by the Interstate

Commerce Commission of each carrier applying for an extension and
reduction of interest, to the end that if the Interstate Commerce Com-
mission shall find and certify to the Secretary of the Treasury that
such extension and reduction should be granted to enable or aid such
carrier to properly meet the transportation needs of the public, then
the Secretary of the Treasury is authorized to make arrangements
for the extension of the time and the reduction of the interest as above
described, and not otherwise.

If it becomes necessary for a carrier to issue evidences of indebted-
ness to the United States in order to effect the extension of time and
reduction of the indebtedness, authority is given, similar to that
which was previously given under the transportation act, to issue
such evidences of indebtedness (but only to the United States),
without-the approval of any authority, State or Federal.

Secretary Mellon, in his statement before the Committee on
Interstate Commerce, January 15, 1925, when a bill similar to S. 2929
was under consideration for the reduction of interest, said:

It was not, I imagine, the intention of the Government to make profit on the

interest. This money was loaned to take care of t' :e existing conditions of the

railroads. Now that rate has decreased and it would seem to me that the Govern-

ment is justified in reducing the rate, and I think such reduction would be

equitable.
To begin with, the railroads did not voluntarily incur this debt; in other

words, the improvements that were made, and what caused the bulk of this

indebtedness, was improvements made by the Government when the roads were

under Government control, and of course the rate was 6 per cent, and 6 per cent

has been paid by the roads able to pay, and the amounts owing have been cal-

culated on that basis; but now is the time when the Government is borrowing

money at a lesser rate, and taking into consideration the whole situation it seems

to me to be equitable to make the lower rate. Then, in addition to that, in the

interests of the Government, it seems to me that in considering these railroads

and their situation, they should be encouraged, and the investing public be

encouraged to renew their investments. That is to say, it is not in the interest

of the Government to do anything which might have an influence in the way of

putting a railroad into default or discouraging the business situation. All of

the Government's interests in the way of revenue, etc., are aided by encouraging

and stabilizing the situation in that way, and therefore as a business proposition

it seems to me that it is justified.

The committee requested the opinion of the Secretary of the Treas-
ury (now also Director General of Railroads) upon the bill, to which
he replied, using the following language:

TREASURY DEPARTMENT,
Washington, April 10, 1926.

DEAR MR. CHAIRMAN: I have your request for my views on S. 2929, a bill

"To authorize the refunding of certain evidences of indebtedness issued by
carriers in interstate commerce, and for other purposes."
When the transportation act was adopted Government aid was extended to the

carriers to help them over the reconstruction period after the war. The term of

the loans, however, was for 10 to 15 years, and it was expected that the indebted-

ness of the railroads to the Government should be liquidated within that time.

This liquidation has been accelerated by the rate of interest charged on the Gov-

ernment loans and the 6 per cent rate had induced most of the carriers with good

•credit to get out of debt to the Government by selling refunding bonds to the

public. I believe that Government aid should be restricted to purely govern-

mental purposes and only in cases of great emergency, and then only for the
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period of the emergency, should such aid be granted to any class in the community,
As the war reconstruction is now over, I consider it sound public policy not to
extend these Government loans beyond their terms, except in cases where the
carrier has no prospect of obtaining private credit.
I recognize that a situation has arisen with respect to some of the carriers

indebted to the United States in which is is apparent that their credit is insuffi-
cient to permit them to borrow from the general public and the Government
d'ebt can not be met when it falls due. In such circumstances it seems to me that
it would be equitable for Congress to permit the refunding of the existing indebt-
edness of such carriers over a longer period and at interest rates lower than
originally contemplated. The refunding should, in my opinion, be upon terms
which would put the weak roads on a partity, so far as cost of capital is con-
cerned, with the financially sound roads, but I do not favor terms which would
amount to a bonus to the debtor carrier.

S. 2929 contemplates a minimum of 4 per cent and a maximum of 40 years.
Since money is costing the United States Treasury to-day an average of 4.1 per
cent, I think this interest rate is too low, and it should be at least 414 per cent.
I also believe that 40 years is too long a period for the refunding, and the maxi-
mum should be 30 years. In order to determine whether 44 per cent and 30
years is a liberal treatment of the debtor carrier, it should be borne in mind that
the refunding plan carried in the bill requires the amortization of the debt during
the term of the refunding. Sixty dollars a year will pay interest and amortize
$1,000 in 30 years.

This means that over the 30 years the debtor would pay $1,800 per $1,000 and
the debt would be extinguished. On the other hand, if the debtor has borrowed
from the public at 5 per cent, which is a normal rate of interest for a financially
sound railroad, it would have paid $1,500 per $1,000 and still owe the original
debt. In other words, by the payment of $300 per $1,000 to the Government in
30 years the carrier would be $1,000 better off than it would have been if it had a
$1,000 5 per cent bond in the hands of the public. If it should be argued that
the $300 additional is too heavy a burden on the carrier, it can be answered that
the $300 additional is necessary to retire the $1,000 of debt, that it is not custom-
ary for railroads to retire debt but to refund it, and that the carrier may raise
the $300 by new borrowings on the collateral released from the Government loan
and end up the 30 years having paid no more than it would on a 5 per cent bond
in the hands of the public and still have reduced its debt considerably.

With the limitation I have suggested, I would favor the passage of the bill,
but I believe it should be understood that in administering the act the maximum
period of refunding would not necessarily be granted in all cases.

Very truly yours,
A. W. MELLON,

Secretary of the Treasury.
Hon. JAMES G. WATSON,

Chairman Committee on Interstate Commerce,
United States Senate.

The committee requested the opinion of the Interstate Commerce
Commission, and its chairman, Mr. Eastman, appeared and testified
before us (hearings, pp. 92-115) that the Interstate Commerce Com-
mission had already made a report in writing to the chairman of the
Committee on Interstate and Foreign Commerce of the House of
Representatives in regard to a similar measure, H. R. 8708. In the
course of the testimony (p. 95) he quoted from this report, as follows:

Stating the matter in other words, it does not seem to the commission desirable

that the Government should continue to be a railroad creditor, except in cases

where such relationship operates to the transportation or other advantage of the

public, or where the forced termination of the relationship would unfavorably

affect railroad credit, generally, or as to an important specific carrier.

H. R. 8708 differs from that considered last year in that it provides for a

refunding and payment of the loans in yearly installments, as well as for a reduc-

tion of the interest rate to 4 per cent. In a considerable number of cases we are

quite clear that some such procedure as this bill proposes is reasonably necessary
and would operate to the transportation advantage of the public. The term of

40 years is perhaps somewhat too long and the interest rate of 4 per cent is

perhaps a little too low, but upon both of these points the Secretary of the

Treasury can speak with greater authority. The commission is of the opinion,
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however, that before refunding is permitted and the interest rate reduced in any
given case a finding the same as or similar to that recommended last year by
division 4 should be required.
It will be noted that division 4 was then of the opinion that the Secretary of

the Treasury should be authorized to reduce the interest rate to per cent,
upon certification by the commission that it should be reduced "in order to en-
able or aid such carrier properly to meet the transportation needs of the public."
(See hearings, p. 95.)

The committee held several hearings and questioned bond and
stockholding interests concerned in the passage of this act, railroad
executives, reorganization managers representing railroads in receiv-
ers' hands, and undergoing reorganization. It is the opinion of this
committee that the general trend of this testimony shows necessity
of the Government's granting relief of this character in order to
sustain the financial credit of the carriers affected by this act; that
it is also an act of justice in fulfillment of President Wilson's promise
to the investors when their properties were taken under Federal
control.

• In reporting this bill favorably the committee has in mind three
results:

1. To aid or enable carriers affected to provide for the transporta-
tion needs of the public;

2. To insure that such benefits as come from the bill inure to the
railroads' security holders; and

3. To restore and maintain the credit of such carriers as are un-
able to meet the early maturities of their obligations to the Gov-
ernment.
The number of railroads owing the Government on February 28,

1926, was 51. The amount which they owed was $301,155,592.86,
as will be seen in detail from Appendix A hereto attached.
On January 1, 1918, the railways of the United States were taken

over by the Government as a war measure and operated by the
Government until March 1, 1920.
At dip time the roads were taken over under the proclamation of

President Wilson he said in justification of the act:
Investors in railways securities can rest assured that their rights and interests

will be as scrupulously looked after by the Government as they could be by the
directors of the several railway companies.

The money which was loaned by the Government to meet the
necessities of these roads at the time they were turned back to their
owners was either raised by taxation or by the sale of bonds. The
money raised by the sale of bonds cost the Government not to exceed
44 per cent.
For the fiscal years ending June 30, 1921, to June 30, 1925, four

years, the Government has received from the railroads, as interest at
6 per cent on *heir indebtedness, $40,635,092.10 in excess of the cost
of the money reckoned at 434 per cent.
The Committee on Interstate Commerce of the Senate, having

been advised that the Interstate Commerce Commission is now
making investigation of the conditions that have existed on the
Chicago, Milwaukee 8c St. Paul Railroad for some years past,
requested the chairman of the Interstate Commerce Commission,
Mr. Eastman, and Commissioner Cox, who has charge of the investi-
gation of the Chicago, Milwaukee & St. Paul for the Interstate
Commerce Commission, to appear before the committee and advise



INTEREST RATES FOR CARRIERS 5

the committee of the nature of this investigation. Both Mr. East-
man, of the Interstate Commerce Commission, and Commissioner
Cox assured the committee that its investigation of the Chicago,
Milwaukee & St. Paul would be thorough and searching in every
respect.

This committee has paid special attention to the effect of the
passage of this bill upon that company. In view of the statement
of Chairman Eastman of the Interstate Commerce Commission
(hearings, p. 94), "* * * I do not anticipate that the commission
will desire to pass upon any plan of reorganization until all the facts
developed by this investigation are before it," it is impossible to
forecast the exact form which the reorganization of the Chicago,
Milwaukee & St. Paul will take.
However, the committee finds that the present so-called "modified

plan of reorganization" calls for the raising of $70,000,000 from the
stockholders of this property by an assessment of $28 on each shale
of preferred stock and $32 on each share of common stock. This
"modified plan" expressly affoids the stockholders an opportunity
to be relieved of $55,000,000 of this assessment in case legislation
of this character is passed. Under this plan it is agreed that if this
legislation is enacted the cash to be raised from the stockholders will
be reduced by substantially $55,000,000.
The small stockholders of this property will, in the opinion of this

committee, benefit in another way. Under the so-called "modified
plan," commissions in stock and cash are provided for the bankers
underwriting this $70,000,000 of assessment. It has been repeatedly
testified that if this assessment be reduced by the $55,000,000 which
the Chicago, Milwaukee & St. Paul owes to the Government, no
underwriting fees at all would be necessary. It therefore is obvious
that the passage of this bill is the best assurance of relief to the
stockholders of the Chicago, Milwaukee & St. Paul from very large
and onerous assessments, and will remove all justification for com-
missions, in cash and stock, incident to an underwriting which this
refunding will make unnecessary.

APPENDIX A

Treasury Department statement

[Extract from "Securities owned by United States Government, February 18, 19261

Obligations of carriers acquired under section 7 of the Federal
control act, approved Mar. 21, 1918, as amended: Boston &
Maine Railroad 

Equipment trust 6 per cent gold notes, acquired by Director
General of Railroads pursuant to Federal control act of
Mar. 21, 1918, as amended, and act approved Nov. 19, 1919,
to provide for the reimbursement of the United States for
motive power cars, and other equipment ordered for car-
riers under Federal control: Minneapolis & St. Louis Rail-
road Co 

$25, 950, 000. 00

302, 400, 00
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Obligations of carriers acquired pursuant to
section 207 of the transportation act, ap-
proved Feb. 28, 1920, as amended:
Ann Arbor Railroad Co  $312,000.00
Boston & Maine Railroad  1, 030,000.00
Chicago & Eastern Illinois Railroad Co  3, 425,000.00
Chicago, Milwaukee & St. Paul Railway
Co  20, 000,000.00

Erie Railroad Co  8, 725,000.00
Kansas, Oklahoma & Gulf Railway Co__ _ 1, 627,800.00
Minneapolis & St. Louis Railroad Co  1, 250,000.00
New York, New Haven & Hartford Rail-
road Co  60, 000,000.00

New York, Susquehanna & Western Rail-
road Co  100,000.00

Norfolk Southern Railroad Co  200,000.00
Seaboard Air Line Railway Co  2, 000,000.00
Washington, Brandywine & Point Look-
out Railroad Co  50,000.00

Waterloo, Cedar Falls & Northern Rail-
way Co  500,000.00

Western Maryland Railway Co  2, 000,000.00
Wheeling & Lake Erie Railway Co  900,000.00

Total $102,119,800.

Obligations of carriers acquired pursuant to
section 210 of the transportation act, ap-
proved Feb. 28, 1920, as amended:
Alabama, Tennessee & Northern Railroad

Corporation  289,000.00
Ann Arbor Railroad Co  225,000.00
Aransas Harbor Terminal Railway  50,000.00
Atlanta, Birmingham & Atlantic Railway
Co__   180,000.00

Bangor & Aroostook Railv,ad Co  84,000.00
Boston & Maine Railroad  21, 705,479.00
Central New England Railroad Co  300,000.00
Central Vermont Railway Co  141,000.00
Charles City Western Railway Co  140,000.00
Chesapeake & Ohio Railway Co  8, 073,023.97
Chicago & Eastern Illinois Railroad Co.,

Receiver of  785,000.00
Chicago Great Western Railroad Co  2, 205,373.00
Chicago, Indianapolis & Louisville Rail-
way Co  155,000.00

Chicago, Milwaukee & St. Paul Railway
Co  35, 000,000.00

Chicago, Rock Island & Pacific Railway
Co  7, 862,000.00

Chicago & Western Indiana Railroad Co_ 7, 616,000.00
Cisco & Northeastern Railway Co  236,450.00
Cumberland & Manchester Railroad Co__ 375,000.00
Des Moines & Central Iowa Railroad,
formerly the Inter-Urban Railway Co__ 633,500.00

Erie Railroad Co   11, 574,450.00
Fernwood, Columbia & Gull Railroad Co_ 20,000.00
Fort Dodge, Des Moines & Southern

Railroad Co  200,000.00
Gainesville & Northwestern Railroad Co_ 75,000.00
Georgia & Florida Railway, Receivers of_ 792,000.00
Greene County Railroad Co  36,000.00
Hocking Valley Railway Co  1, 665,000.00
Kansas City, Mexico & Orient Railroad

Co., Receiver of the  2, 500,000.00
Lake Erie, Franklin & Clarion Railroad
Co_ .  13,750.00

00
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Obligations of carriers acquired pursuant to
section 210 of the transportation act, ap-
proved Feb. 28, 1920, as amended—Contd.

Louisville & Jeffersonville Bridge & Rail-
road Co $147,000.00

Minneapolis & St. Louis Railroad Co_  1,382,000.00

Missouri & North Arkansas Railway Co 3,500,000.00

Missouri Pacific Railroad Co 5,309,760.00

National Railway Service Corporation 3,405,956.89

New York, New Haven & Hartford Rail-
road Co 27, 130,000.00

Norfolk Southern Railroad Co 1, 509,600.00

Salt Lake & Utah Railroad Co 872,600.00

Seaboard Air Line Railway Co 14,453,900.00

Seaboard Bay Line Co 3,454,000.00

Shearwood Railway Co 20,000.00

Tennessee Central Railway Co 1,500,000.00

Toledo, St. Louis & Western Railroad Co.,
Receiver of 508,000.00

Virginia Blue Ridge Railway Co 106,000.00

Virginia Southern Railroad Co 38,000.00

Waterloo, Cedar Falls & Northern Rail-
way Co 1,260,000.00

Western Maryland Railway Co 2,722,800.00

Wheeling & Lake Erie Railway Co 2,060,000.00

Wichita, Northwestern Railway Co 381,750.00

Wilmington, Brunswick & Southern Rail-
road Co 90,000.00

7

Total $172,783,392.86

Grand total 301,155,592.86
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BIA HOSPITAL FOR WOMEN AND LYING-IN ASYLUM

APRIL 5 (calendar day, APRIL 16, 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany S. 2729]

The Committee on the District of Columbia, to whom was referred
the bill (S. 2729) to authorize the refund of $25,000 to the Columbia
Hospital for Women and Lying-in Asylum, having considered the
same, report favorably thereon with the recommendation that the
bill do pass.
The Columbia Hospital is an institution chartered by an act of

Congress approved June 1, 1866. It was established for the treat-
ment of diseases peculiar to women and as a lying-in asylum, in
which board, lodging, medicine, and attendance should be gratuitously
furnished to those unable to pay therefor. It has continued as such
over a period of 60 years, though meantime its facilities for the care
of patients who are able to pay for the service rendered also have been
developed. Although organized as a private institution, its manage-
ment is vested in 15 directors appointed by the Commissioners of the
District of Columbia, together with such ex-officio members as have
been from time to time added by congressional action

' 
Consisting at

present of one Senator and two Representatives of the Congress,
the surgeon generals of the Army, Navy, and Public Health Service,
and one of the Commissioners of the District of Columbia.
The land on which the hospital is erected belongs to the United

States and the title to the improvements is in the United States,
although the District paid one-half the cost of erecting the buildings.
Forty-two per cent of the work of the hospital during the year
1924-25 was charitable. Many of this class of patients paid nothing;
for such of those received at the request of the District Board of
Charities, for which it assumed responsibility, reimbursement was
made at the rate of $2 per day, although the actual expense of their
care was $4.39 per day for each such patient.
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The 13ospital receives annually in the District apprrpriation bill a
sum for 0:eneral repairs (expended under the direction of the Architect
of the Capitol), and a sum for the care of some indigent 'patients for
whom the District Board of Charities assumes responsibility. The
District of Columbia appropriation act for 1923 carried an item of
$20,000 for repairs, additional construction, and for heat, light, and
power required in the operation of the hospital, but required that a
$25,000 surplus fund which the hospital had accumulated should be
deposited in the Treasury of the United States, 60 per cent to the
credit of the District of Columbia, and 40 per cent to the United
States. This surplus fund had been built up by the hospital authori-
ties over a period of several years from receipts derived from its p4-
patients and from contributions made by the women's board of .the
hospital. It was intended for use in improving the nurses' home.
Neither the Federal nor District Government had directly contributed
anything toward this surplus fund. It was the result of unusually
large income from pay patients in a period following the war, as well
as funds contributed by the women's board of the hospital through
entertainments, benefit sales, and like activities. The result of the
taking away of this surplus fund was a lessening in contributions
from private sources. This, together with the fact that the hospital's
training school for nurses had to be abandoned because of physical
deterioration, resulting in an increase of about $1,500 per month
because of forced employment of graduate nurses only, has caused
a large deficit in the finances of Columbia Hospital.
The bill hereby reported simply seeks to restore to the hospital

the former surplus it had accumulated, which was taken by the Gov-
ernment under the circumstances previously recited.
The citizens' advisory council, Washington Board of Trade, and

other civic organizations have indorsed the purpose of the bill,
which also has the approval of the Board of Commissioners of the
District of Columbia, whose letter is appended and made a part of
this report. From that letter, it will be seen that the Director of
the Bureau of the Budget has approved the proposed refund as not
conflicting with the financial program of the President. The pres-
ent financial situation of the hospital is extremely precarious, and,
as a matter of justice, prompt refund of the former surplus should be
made.

WASHINGTON, March 22, 1926.
Hon. ARTHUR CAPPER,

Chairman Committee on the District of Columbia,
United States Senate.

SIR: The Commissioners of the District of Columbia have the honor to submit
the following on Senate bill 2729, Sixty-ninth Congress, first session, entitled
"A bill to authorize the refund of $25,000 to the Columbia Hospital for Women
and Lying-in Asylum," which you referred to them for report as to the merits
of the bill and the propriety of its passage.
The object of this bill is to refund to the authorities of the Columbia Hospital

for Women and Lying-in Asylum the sum of $25,000 which was covered into the
Treasury of the United States in pursuance of an item contained in the District
appropriation act for the fiscal year which ended June 30 1923, approved June
29, 1922, which reads as follows:
"And on July 1, 1922, the sum of $25,000 of the surplus revenues of the

(Columbia Hospital and Lying-in Asylum) hospital shall be deposited and cov-
ered into the Treasury of the United States to the credit of the United States
and to the credit of the District of Columbia in the same proportions as the
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appropriations for such institution are paid from the Treasury of t
he United

States and the revenues of the District of Columbia."

Pursuant to this requirement of law the Columbia Hospital authoritie
s paid

into the Treasury of the United States the sum of $25,000, of which amount 6
0

per cent was credited to the District of Columbia and 40 per cent to the Uni
ted

States.
Columbia Hospital receives annually in the District appropriati

on act two

appropriations: One for general repairs, which is expended
 under the direction

of the Architect of the Capitol, and a second appropriation, which
 is expended

under a contract entered into each year between the hospital aut
horities and the

Board of Charities for the care of indigent patients of the Distri
ct of Columbia.

The land on which the hospital is erected belongs to the United Sta
tes and the

title to the improvements is in the United States, although the Di
strict paid one-

half of the cost of erecting the buildings. The institution is corporate in form and

is allowed to take pay patients. It receives a large sum, more than $100,000 a

year, from pay patients, which of course is many times more 
than it receives

from free patients through the District.
In the hearings on the District of Columbia appropriation bill

 for the fiscal

year 1923 it was disclosed that the hospital had accumulated 
certain surplus

funds, and this information resulted in the legislative pro
vision referred to

requiring the hospital to pay into the Treasury of such funds t
he sum of $25,000.

The commissioners are of the opinion that this sum of $25,000 sho
uld not in

equity have been taken from the funds of the hospital and tha
t it would be a

matter of justice to refund the amount to the hospital.

The proposed legislation was forwarded to the Director of the
 Budget who

advises the commissioners as follows:
"This proposed legislation is not in conflict with the financial p

rogram of the

President.
"It occurs to me, and I mention it here for such considerat

ion as you may

deem proper, that the present or future needs for repairs and
 improvements to

the hospital building might suggest the propriety of stipulati
ng that this money

which is proposed to be refunded be used for such purposes 
only."

Very tru.y yours,
BOARD OF COMMISSIONERS OF THE

DISTRICT OF COLUMBIA,

By CUNO H. RUDOLPH, President.

REPORT ON H. R. 9450 BY CITIZENS' ADVISORY COUNCIL

The citizens' advisory council, after a careful study of 
the bill H. R. 9450,

Sixty-ninth Congress, first session
' 

entitled "A bill to authorize the refund of

$25,000 to the Columbia Hospital for Women and Lying-i
n Asylum," submits

the following report:
Section 1 of the bill authorizes and directs the Commis

sioners of the District

of Columbia to refund to the Columbia Hospital for Wo
men and Lying-in Asylum

the sum of $25,000 that was paid into the Treasury of 
the United States from

the surplus revenues of the hospital under the act of J
une 29, 1922, 60 per cent

to the credit of the District of Columbia and 40 per 
cent to the credit of the

United States.
Section 2 authorizes to be appropriated the sum of $25,

000 to carry out the

provisions of the act in the same proportion as the mo
ney was covered into the

Treasury under the act of June 29, 1922.

COMMENT

The District of Columbia appropriation act for 192
3 carried an item of $20,000

for repairs, additional construction, and for heat,
 light, and power required in

the operation of the hospital, to be expended in 
the discretion and under the

direction of the Architect of the Capitol.

When this item was under consideration by the 
subcommittee then in charge

of the District of Columbia appropriation bill it
 was developed that the hospital

had a surplus fund of about $25,000. On learning of this surplus fund the sub-

committee inserted the following clause in the act
 immediately after the item of

$20,000 above referred to: "and on July 1, 1
922, the sum of $25,000 of the sur-

plus revenues of the hospital shall be deposi
ted and covered into the Treasury
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of the United States to the credit of the United States and to the credit of theDistrict of Columbia in the same proportions as the appropriations for suchinstitution are paid from the Treasury of the United States and the revenues ofthe District of Columbia."
This surplus fund had been built up by the hospital authorities over a periodof several years from receipts derived from its pay patients and from contributionsmade by the women's board of the hospital, and it was intended for use in im-proving the nurses' home. Neither the Federal nor District Governments hadcontributed anything toward this surplus fund and had no right to any part of it.The council does not believe that the hospital authorities should have been re-quired to deposit this sum in the Treasury of the United States, as set forth in theact. It therefore approves of the bill and recommends its enactment into law.
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1st Session No. 602

PROVIDING FOR TRANSFER OF JURISDICTION OVER THE
CONDUIT ROAD IN THE DISTRICT OF COLUMBIA

APRIL 5 (calendar day, APRIL 16), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia,
submitted the following

REPORT

[To accompany S. 3790]

The Committee on the District of Columbia, to whom was referred
the bill (S. 3790) to transfer jurisdiction over the Conduit Road in
the District, having considered the same, report favorably thereon
with the recommendation that the bill do pass.
The object of the bill is to vest in the District Commissioners full

control over the Conduit Road between Foxhall Road and the
District line, excepting a strip 19 feet wide within the lines of the road,
jurisdiction over which will 'be retained by the Secretary of War for
the maintenance, repair, and protection of the aqueduct tunnel
lying thereunder.
At the present time the portion of Conduit Road west of the dis-

tributing reservoir is under the jurisdiction and control of the War
Department, which has charge of the water supply system of the
District of Columbia. The road was built originally for the purpose
of maintaining and repairing the aqueduct, and the cost of maintain-
ing it has been charged against the water revenues of the District of
Columbia. Nevertheless, it is a public highway, serving a section
of the District that is very rapidly developing as a residential district.
The War Department, through the United States engineer office,
considers that although the Conduit Road is a public highway, and
is maintained so that extensive traffic can use it, that fact does not
warrant the department (solely interested in the water supply system)
in installing sidewalks and other street facilities. These are properly
functions of the District government. The commissioners, however,
as long as jurisdiction is vested in the Secretary of War, can not
levy assessments for public improvements along the road, which is
the only one in the District of Columbia except park highways which
is not under their control.
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The result of this situation is that school children and many other
persons are required for a distance of about 2 miles to use the road-
way because of the absence of even a cinder path along the road.
Pedestrians are constantly in danger of injury, and vehicular traffic
is severely impeded. Furthermore, property owners in the vicinity
of the Conduit Road are unable to obtain such improvements as
electric lights, gas, street lights, sewers, water, and sidewalks.
Because of the strong demand of the many people living near the

Conduit Road, study has been given by the District Commissioners
and city-planning agencies of the Federal and District Governments -
to the needs of the section which it traverses. If control is vested
in the commissioners, as contemplated by this bill, it is planned to
establish a center parking 19 feet wide above the conduit, jurisdiction
of which will remain vested in the Secretary of War; and to have two
21-foot roadways on either side. There will be space reserved for
sidewalks, trees, and public parking, with provision for sewer, water,
and other underground connections. Most of the required land can
be acquired by dedication, the commissioners believe.
The proposed transfer of control of the road is entirely agreeable

to the Secretary of War, as will be noted by reference to his letter
of April 12 hereto appended. Also appended and made a part of this
report is a letter of the District Commissioners, dated March 30, 1926,
approving and recommending the proposed legislation for the reasons
stated therein.

WAR DEPARTMENT,
Washington, April 12, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
DEAR SENATOR CAPPER: The receipt is acknowledged of your lettpr of the

5th instant, requesting my views concerning the bill (S. 3790, 69th Cong., 1st
sess.) to provide for transfer of jurisdiction over the Conduit Road in the District
of Columbia.
In reply I would state that the transfer of jurisdiction over the Conduit Road

to the Commissioners of the District of Columbia as contemplated by this bill
is agreeable to the War Department. The 19-foot strip which the bill proposes
to reserve to the War Department is believed to be all that will be needed for
the maintenance, repair, and protection of the aqueduct tunnel for which the
department is responsible.
The Conduit Road is in fact a public highway through a section the develop-

ment of which is rapidly increasing. The road was built originally for the
purpose of maintaining and repairing the aqueduct, and the cost of maintaining
it has been charged against the water revenues of the District of Columbia.
Since it is at the present time a public highway, it is but fair that it be put on the
same basis as the other streets of the city.
I accordingly recommend that the bill be given favorable consideration by

Congress.
Sincerely yours,

DWIGHT F. DAVIS, Secretary of War.

COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
Washington, March 30, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia have the honor to inclose

herewith a draft of a bill to provide for transfer of jurisdiction over the Conduit
Road in the District of Columbia from the Secretary of War to the commissioners,
which they request be introduced during the present session of Congress.
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Many requests have been received during the past several years from property
owners in the vicinity of the Conduit Road for street improvements, such as
sidewalks, lights, etc. School children and other persons are required to use
the roadway because of the absence of sidewalks, with the result that pedestrians
are constantly subject to injury due to the heavy vehicular traffic on the road.

City-planning agencies of the Federal and District Governments have been
studying the matter of providing sidewalks, roadways, sewer and water facilities,
lights, and other public improvements along the Conduit Road during the past
year, and as a result it is the consensus of opinion that the road should be trans-
ferred to the jurisdiction of the commissioners so that a definite plan for its
improvement may be adopted and put into effect. At the present time the
Conduit Road west of the distributing reservoir is under the jurisdiction and
control of the War Department, and the District government is, therefore,
without authority to provide the desired improvements.
The United States engineer office, in charge of the Washington Aqueduct, is

interested only in the water-supply system. That office holds that although
the Conduit Road is a public highway and is maintained so that extensive traffic
can use it, that fact does not warrant any attempt to install sidewalks and other

street facilities. This is assumed to be a function of the District government.
The proposed plan for the imp•ovement of the Conduit Road contemplates

a center parking 19 feet wide, two roadways, each 21 feet wide, and two 30-foot
strips between the building lines and the curb lines for sidewalks, tree space, and
public parking. This plan provides that the south roadway shall be lower than

the north roadway in order to permit of sewer, water, and other underground
connections to houses on the south side of the road, which would otherwise be
impracticable. The commissioners believe that most of the land required for
carrying out the proposed street plan can be acquired by dedication.

It will be noted that the center- 19-foot strip within the lines of the road will

remain under the jurisdiction of the Secretary of War, so that the War Depart-

ment will continue to exercise supervision over the water-supply conduits.
By enacting the bill submitted, any doubt as to the validity of assessments

against abutting private property incident to public improvements will be entirely

dissipated.
The commissioners desire to call attention to the fact that the Conduit Road

between the distributing reservoirs and the District line is the only public high-

way, with the exception of park highways, in the,District of Columbia not under

their jurisdiction.
The Conduit Road Citizens' Association and other civic and citizens' associa-

tions immediately concerned strongly advocate the improvement of the Conduit

Road as herein contemplated.
It is the opinion of the commissioners, in view of the rapid development of

private property in the vicinity of the Conduit Road, that the time has arrived
when this road should be provided with sidewalks, street lights, and other public

improvements.
Very respectfully,

BOARD OF COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
By CUNO H. RUDOLPH, President.

Inclosure.
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CONFIRMING TITLE TO PUBLIC-SCHOOL LANDS

APRIL 5 (calendar day, APRIL 16), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,,
submitted the following

REPORT

[To accompany S. 5641

The Committee on Public Lands and Surveys, to whom was
referred the bill (S. 564) confirming in States and Territories title to
lands granted by the United States in the aid of common or public
schools, having carefully considered the same, report favorably
thereon with the recommendation that the bill do pass without
amendment.
The bill relinquishes to the States and Territories the title of the

United States to all lands designated in the grants and all lands
certified under the indemnity provisions thereof, excepting such as
are "subject to valid adverse claims of third parties" or included in
existing reservations established by the United States. With respect
to such designated lands as are in such reservations, the bill provides
that relinquishment of title thereto by the United States shall be
effective "from the date of extinguishment of such reservation and
the restoration of such land to the public domain." Hence the des-
ignated lands situated in existing reservations are unaffected by the
bill. They remain subject to present law until disestablishment of
the reservations, whereupon, if indemnity has not been received
therefor, all the title of the United States thereto is relinquished.
The effect of the bill would be to remove a condition under exist-

ing school-grant legislation which the Secretary of the Interior, in a
letter addressed to the chairman of the committee and made a part
of this report for the information of the Senate, says "has resulted
in much vexatious and costly litigation." The Secretary's letter
followed a reference of the bill to him for an expression of his views
thereon. His recommendation is that the bill be not enacted and
that a bill "along the lines suggested" by him, a draft of which
accompanied his letter, be introduced as a "substitute bill." The
thus proposed "substitute bill" is also made a part of this report.

S R-69-1—vol 2 28
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The major difference between S. 564 and the "substitute bill"
proposed by the Secretary is this: S. 564 contemplates a legislative
relinquishment of the title of the United States. The proposed
"substitute bill" suggests that Congress authorize the issue of pat-
ents. Relinquishment of title by act of Congress would immediately
terminate the "vexatious and costly litigation" to which the Secre-
tary refers. An authorization of issue of patents would not achieve
that purpose.
In his said letter the Secretary states:
This department has heretofore earnestly recommended legislation providing

for the issuance of patents to the several States for school-section lands in order
to quiet titles thereunder and to prevent the uncertainty that has always existed
in regard to title in the States to such granted lands.

The issue of patents would, of course, afford the same degree of
assurance of title in the States as patents do to all to whom the
United States thus transfers title; i. e., they could not be canceled
on suit by the United States after six years from the time of their
issuance except for fraud of which the United States had no notice,
or could not have had notice if reasonably diligent, within six years
previous to bringing of suit to cancel.
However, the "vexatious and costly litigation" of which the Sec-

retary has long had notice has not been litigation in the courts It
has been almost wholly litigation in the Department of the Interior.
It has not been litigation in judicial tribunals between States and
the United States, or between States and third parties, but has been
practically entirely litigation between the Interior Department and
the States, with that department discharging the combined functions
of judge and jury in the litigation.
The uncertainty that has always existed in regard to title in the United States

to such granted lands.

as said by the SecretarY, has been uncertainty that is traceable
exclusively to the never-ending jurisdiction of the Department of
the Interior over such lands. In his said letter the Secretary further
states—
that there is no statute of limitation which prevents inquiry at any time, either
by way of Government proceedings or by private contest or protest, as to
whether or not title to school-section lands has vested in a State.

But the substitute bill proposed by the Secretary does not contain
a provision limiting the time within which the Department of the
Interior shall either issue patents or finally determine that a State
is not entitled thereto. Therefore the proposed "substitute bill"
would not afford a remedy for the "vexatious and costly litigation"
to which the Secretary refers, nor—
prevent the uncertainty that has always existed in regard to title in the States
to such granted lands.

In hearings held by the committee it was shown that sections
designated in the school grants which were surveyed and presumably
passed into the ownership of the State as long ago as 1877 have
been made the subject of inquiry and proceedings by the Depart-
ment of the Interior—
to determine whether or not the title to school-section land has vested in a
State—

as recently as February 1, 1926. The data presented at the hear-
ings show that a very large number of sections designated in the
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school grants and surveyed 25 years ago are involved in now pend-
ing inquiries and proceedings instituted by the Department of the
Interior in very recent years. In short, the statistical data pre-
sented at the hearing by the Department of the Interior with respect
to such inquiries and proceedings abundantly demonstrate the truth
.of the observation made in the Secretary's letter to the committee,
viz, that it is highly desirable in the public interest that legislation
be enacted that will—
prevent the uncertainty that has always existed in regard to title in the States
to such granted lands.

Whether the relief to which the States are entitled should be that
measure of relief which is provided for in S. 564, or which is suggested
by the Secretary of the Interior in his draft of the proposed "sub-
stitute bill," should be determined with reference to what would be
necessary or advisable to be done by the Department of the Interior
before it could issue patents. Patents should not be issued without
inquiry or investigation by the department with respect to the sec-
tions of land described in the patents. A patent is an adjudication
of the character of land and, of course, an adjudication can not be
made in the absence of knowledge concerning the subject matter of
the adjudication. The Department of the Interior is not now with
knowledge of the character of the many thousands of sections of land
that have been granted to the States for common or public school
purposes. To acquire knowledge concerning them would either
necessitate the employment of a very large number of field employees
or mean, if the present force of such employees would be depended
upon, indefinite delay, probably extending over many years, in the
issuance of patents.
As stated in his letter of the 18th of February, 1926, to the chair-

man of the committee, the Commissioner of the General Land
Office states that in order to inform himself on the character of the
many thousands of sections of land described in the school grants it
would be necessary that he—
require reports from our field representatives, the reading of thousands of pages
of field notes in each survey, together with examination of all the plats of survey.
All of this data could be secured and compiled only by detailing a large force of
employees now engaged on pressing work for several months at least.

So it is obvious from the statements of officers of the Department
of the Interior to the committee that no immediate relief would be
available to the States under any legislation authorizing the issue
of patents. And any such legislation that did not limit the time
within which either the patent should issue or there should be a final
determination as to whether the States were entitled to patents
would continue in the Department of the In tenor that never-ending
jurisdiction which it now has over school-grant lands for the purpose
of determining whether or not.the title thereto has vested in a State.
The needs of the State demand legislation that will render im-

mediately enjoyabl3 by them the benefits intended to be conferred
by Congress in enacting the school-grant legislation. The objectives
of that legislation nee, not be discussed here. However, the effect
upon the school funds of the States of the uncertainty and doubt
which have been the inevitable results of the serious defects in
existing law should be briefly described.
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The various grants to the States for school purposes are as a rule
contained in the enabling act of that State. All States did not
receive the same number of sections. Some received one, others
two, and still others four. The number of sections granted appar-
ently varying according to the class of land to be found within the
confines of that particular State; also varying because of reserva-
tions by the Federal Government of one form or another within the
State. The grant itself makes no provision for any evidence of title,
it operating both as a grant and conveyance, subject to certain
exceptions.
The enabling acts of the various States nearly all provided that the

proceeds derived from the lands so granted for educational purposes
should be and constitute a permanent school fund, the interest of
which only should be expended for the support of the schools, and it
was further provided that the lands should not be subject to pre-
emption, homestead entry, or any other entry under the land laws
of the United States, whether surveyed or unsurveyed, and should
be surveyed for school purposes only.
In some of the enabling acts mineral lands are excepted, and in case

school section lands are of known mineral character at the time the
title to them would have otherwise attached these do not pass under
the grant.
As has been stated by the Secretary in his report:
This has resulted in much vexatious and costly litigation, as there is no statute

of limitation which prevents inquiry at any time either by way of Government
proceedings or by private contest or protest, as to whether or not title to school
section land has vested in a State.

Contests or proceedings may be brought or initiated which bring
into question the title of the State or its transferees at any time, be it
1 or 100 years after the survey, or after statehood, as the case may be.
In many instances States who have presumably held title to their

school lands for more than 30 years are now being deprived of these
sections of land upon the theory that they were of known mineral
character at the time such State was admitted into the Union, and
this notwithstanding the fact that the Federal Government has had
30 years or more in which to inquire into that question. In other
instances the States have conveyed title to these lands to third
parties, and they to fourth parties, and so on, until they have passed
through many hands, each transferee assuming that he had and
received a good and sufficient title from his predecessor in interest.
These parties proceed to occupy and farm or improve the land, as
the case may be, when without the slightest warning their title is
brought into question, either by a private party or the Federal
Government, and they are haled into court, forced to obtain counsel
and indulge in costly and protracted litigation in defense of a title
which was in the first instance secured from a sovereign State of the
United States, and which the transferee had assumed, and the
sovereign State had assumed (and they had a right to assume) to
be good for more than 30 years. No claim is made that the lands
were of mineral character until years after the title had presumably
passed and the State or the transferee has been lulled into a state of
security because of the length of time that has passed.
Here is a cogent example of what can and does happen. The State

transfers its title in good faith. In later years subsequent develop-
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ments of the surrounding or adjacent territory shows promise of
being mineral in character, and this only after extensive and ex-
pensive exploration work has been carried on; or probably in the
meantime science has developed a new process making valuable a
deposit which theretofore had no value; or science may conclude
that certain physical conditions are now known to indicate the
presence of mineral. Then and for the first time is the title attacked.
and the purchasers in good faith, the State, or both, are called forth
in defesne of a title which has been in repose for many years. In
some instances it has been shown that land which had been classified
as nonmineral by one arm of the Government years before is suddenly
and at this late date now claimed to be in fact mineral by another
arm of the Government. This results in hopeless, endless confusion
and chaos, and the States can not, it Would seem, rely upon a classi-
fication of the Government's own agents, nor does the Government
seem disposed to rely upon it itself.
At the present time, as shown by the Department of the Interior's

own report, hundreds of school sections are now in contest under

proceedings brought by the Federal Government and hundreds

more are being prepared for contest. Nor is the situation im-

proving. It is, in fact, rapidly becoming worse, and the end is not in

sight, unless it be the end of the States' common-school fund.
The transferee, be it State or individual, is placed in an embar-

rassing situation. The State can not be sued, and hence the transferee

must depend upon the goodness of the State legislature for reim-

bursement, and thus the very purpose and intent of the grant, viz, the

building up of a fund for educational purposes within the confines of

the State, is practically, indeed, if not entirely, defeated. This con-

dition is as deplorable as it is indefensible.
The condition referred to is particularly prevalent in the following

named States, whose titles, if not now being attacked, are nevertheless

subject to attack at any time: Arizona, admitted in 1912; California,

admitted in 1850; Colorado, admitted in 1876; Idaho, admitted in

1890; Nevada, admitted in 1864; Montana, admitted in 1889; New

Mexico, admitted in 1912; Oregon, admitted in 1859; Washington,

admitted in 1889; Wyoming, admitted in 1890; and Utah, admitted

in 1896. Many of the foregoing States are having their title to these

lands attacked and are now being deprived of them in wholesale lots;

as a result there is a permanent cloud upon their title to these school

lands and they are unable to dispose of them, in one form or another,

which they must do in order to effectuate the purpose for which they

were granted, and build up an educational fund for the benefit of their

common and public schools, and thus the real purpose and intent of

the grant is defeated.
This is a matter of vital importance to these States and is the very

lifeblood of their common-school system which is being drained away

surely and systematically. Many of these States are but spars
ely

settled and nearly all of them have large areas of arid, desolate,

barren, and desert waste, which is totally valueless. As a result

their taxation is high (and it will be higher if the deprivation of these

lands continues), and they must depend to a large extent upon 
the

funds derived from the disposal of these school lands for the 
main-

tenance of that great institution, our common-school system.
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Manifestly, this condition of affairs should not be allowed to con-
tinue as long as Congress has the power to ameliorate it. And it is
only right and proper that this Congress should realize and know how
precarious a sovereign State's rights, interests, and title under its
school grant (under solemn compact and contract with this United
States) has become in recent years. Indeed it has become and is an
important thing.

It may be suggested that the States have the right to select other
lands for those taken away, but it appears there are at least three
effective and conclusive answers to that proposition, particularly as
applied to the Western States; first, as has been said before, much of
the land is barren, desert waste and of no value whatsoever; second,
all of the better land which would have any salable value has either
been sold or taken up; third, the remaining land which is of some
value and desirable is in Government reservation of some kind or
other and not subject to selection.

It will be borne in mind that in the 11 Western States approximately
one-half of the remaining public domain is either withdrawn or under
reservation in one form or another, and thus the power to tax is de-
feated, and this notwithstanding the fact that the State is required to
police these lands and build roads over this entire area. In one or
two States approximately- 70 per cent of the land within their borders
is the property of the Federal Government, and this amount is
steadily being increased.
The question presented by the proposed legislation is not a new one. 

Two bills were introduced in this body in the Sixty-second Congress,
one in the Sixty-third, one in the Sixty-sixth, four in the Sixty-seventh
and two in the House, five in the Sixty-eighth and two in the House,
five in the present session and also four in the House. All had
reference to the situation and condition with respect to these school-
land grants. Twice this body has passdd legislation, but it never
reached the House Calendar. In the last session this body passed a
bill almost identical with the present one and which was introduced
by the same author; it, however, never reached the House Calendar.
Thus it will readily be seen that the subject is not a new one, and it
will also be noted that the number of bills introduced in the suc-
ceeding sessions of Congress have increased, apparently due to the
fact that the situation was rapidly- becoming worse.

There is, we think, ample grounds and precedent for the proposed
legislation. But even if there were not, certainly justice and equity
would furnish sufficient grounds for its enactment into law.

All of the Eastern States secured outright, without reservation,
the lands within their borders. In addition, Michigan, Wisconsin,
Minnesota, Missouri, Kansas, Alabama, Oklahoma, and Florida were
given their minerals. Oklahoma also received a grant of $5,000,000
for the benefit of the common schools, this because of Indian reser-
vations. Some of the Southern States received swamp-land grants
without :my reservation. These States have all derived revenues,
almost inexhaustible, from their public lands and built up great
common-school systems supported almost entirely by a fund 'derived
from that source. Michigan and Minnesota are good examples.

If these school sections are placed in the hands of the States, it
would at least tend to put them on a somewhat equal basis with the
original-States. It would only be just and equitable to do so. They
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would then be relieved of all this costly, needless, and interminable
litigation; titles would be stabilized and forever quieted. They
would be able to relieve in part the present school tax burden which
is increased correspondingly with the deprivation of their school

lands, and will thus be enabled to at least partly accumulate a fund
to establish and support their common and public schools, and there-

by effectuate the purpose and intent of their grant.
There seems to be no good reason why this should not be done.

At least no good reason has as yet been forthcoming. It does not

amount to any sacrifice on the part of the Federal Government.
In some States it amounts to but two sections in a township, in others
four, and in any event it leaves the Federal Government at least 32

sections in each township, which should more than suffice. Certainly

Congress and the Federal Government can well afford to, and should,

adopt a beneficent attitude toward these States whenever legislation

which has for its purpose the education of its people is before it for

consideration. That is the purpose of the proposed legislation.
In conclusion, it might be well to state that 11 of the Western

States have indorsed the bill and are anxious to see it passed. Also
the department of superintendence of the National Education Asso-
ciation only recently, in their national convention, passed a resolu-
tion calling upon Congress to enact such legislation as that proposed.

Numerous other organizations have also indorsed it, and your com-

mittee feels that the bill should be passed.
The letter of the Secretary of the Interior, under date of January 5,

1926, is appended hereto and made a part of this report, as follows:

DEPARTMENT OF THE INTERIOR,
Washington, January 5, 1926.

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.

MY DEAR SENATOR STANFIELD: I have your request of December 12, 192
5,

for a report on Senate bill 564, "Confirming in States and Territories titl
e to

lands granted by the United States in the aid of common or public sc
hools,"

which bill provides that the United States relinquish to the State or Terri
tory

all right, title, and interest in said lands, irrespective of their character.

Such legislation would constitute an enlargement of the school-land grants 
to

the States by including all mineral lands in such school sections, which wo
uld

be in direct contradiction of the intent of the school-land grants, and in der
oga-

tion of the well-settled policy with respect to public lands, viz, that 
mineral

lands and mineral deposits be disposed of, if at all, under the provision
s of the

mining laws of the United States.
It is therefore recommended that Senate bill 564 be not enacted.

This department has heretofore earnestly recommended legislation 
providing

for the issuance of patents to the several States for school section land
s, in order

to quiet titles therein and to prevent the uncertainty that has always
 existed in

regard to title in the States to such granted lands. A draft of such a bill was

prepared in this department and was transmitted with report dated Fe
bruary 20,

1924, on Senate bill 671, introduced December 10, 1923, in the
 Sixty-eighth

Congress.
Senate bill 3412, following the draft of the bill, suggested, was present

ed May

26, 1924, in the last Congress; at the close of the session no report th
ereon had

been submitted.
The purpose of this substitute bill, as set forth in section 1 of the bill, i

s to pro-

vide for the issuance of United States patents to the several States 
in further

assurance of and in confirmation of title in and to school section lands 
granted to

them in place, and which have not been exchanged for other lands 
of the United

States.
These grants of land in aid of public or common schools (section 16 

in some of

the States, sections 16 and 36 in others, and sections 2, 16, 32
, and 36 in still
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others), are usually found in the enabling acts of the States, which, however,
contain no provisions whereby the States may be given evidence of the title
conveyed, by United States patent or otherwise, the statute making the grant
operating as a conveyance as well, with respect to lands of the character and
status subject to the grant.

Mineral lands, as a rule, are excepted from these grants, and in case school-
section lands are of known mineral character at the time the grant would other-
wise become effective, such lands remain the property of the United States.
This has resulted in much vexatious and costly litigation, as there is no statute
of limitation which prevents inquiry at any time, either by way of Government
preceedings or by private contest or protest, as to whether or not the title to
school-section land has vested in a State.

These grants take effect at the date thereof or at the date of admission of the
State into the Union, as to lands surveyed prior to such dates. As to lands
subsequently surveyed, the grants are effective from the date of acceptance of
the survey by the Government. (United States v. Morrison, 240 U. S. 192.)

In the absence of some provision by which the known condition of the specified
sections, at the time when the grant takes effect, can be ascertained and adjudi-
cated, the title of tbe State must remain in doubt and be subject to attack. A
case in point is that of the United States v. Sweet (245 U. S. 563), wherein the
State sold school-section land under a grant (act of July 16, 1894, 28 Stat. 107),
which does not expressly exclude or include mineral lands. The land sold,
however, was of known mineral character at the time the grant would otherwise
'iave attached. The court denied the claim of title based on the transfer by the
State.

This proposed legislation is in no wise mandatory on the States. No title, if
vested, is disturbed. In this connection, and with special reference to mineral
deposits, attention is called to the following statement found in the decision of
the United States Supreme Court, March 28, 1921, case of State of Wyoming
et al. v. United States (255 U. S. 489) :
"The Land Department uniformly has ruled that the States acquire a vested

right in all school sections in place which are not otherwise appropriated, and
not known to be mineral at the time they are identified by the survey—or at the
late of the grant where the survey precedes it—regardless of when the matter
becomes a subject of inquiry and decision, and that this right is not defeated or
affected by a subsequent mineral discovery."

Section 2 of the proposed bill deals with school section lands in place, not granted
because of their known mineral character at time of grant, but w;lich, neverthe-
less, have been sold by the States. Provision is made thelein for the acquisition
of surface title by the transferees Of the States, mediate or immediate, upon pay-
ment of the ordinary minimum price for Government lands, and for a preference
right to lease the mineral deposits therein. The provisions of the section do riot
apply (1) to lands containing deposits of metalliferous minerals, nor (2) to lands
withdrawn or reserved for governmental purposes on account of their mineral
deposits. As to lands of the first class, not claimed by others, the purchaser from
the State, if qualified, may make location and secure patent under the mining
laws of the United States, and as to lands of the second class, the right and interest
of the public are, of course, paramount. Under the terms of the bill it is believed
that the rights of the Government as to these withdrawn lands may be protected.

Section 3 of the bill deals with the appropriation of moneys received, and is
believed to be commendable.

Section 4 of the bill deals with grants of lands to States (other than those of
school lands in place), which do not by the statutes themselves convey title or
require patents to be issued. In such case the evidence of title given the State
is a certified copy of the list of the lands selected, as approved by this depart-
ment (sec. 2449 United States Rev. Stat.) This is a less desirable form of evidence
of title than a United States patent, for which reason section 4 of the bill directs
that future transfers of title from the United States to the States be made by
United States patents.

It is believed that this substitute bill will fairly and adequately protect the
interests of the States, of bona fide purchasers from the States, and of the United
States. The necessity for such legislation can not be too strongly emphasized.
Under this substitute bill there may be an adjudication and final determination

as to whether or not school section lands passed to a State under its grant, and
if found to have passed a confirmatory patent, will issue as evidence of complete
title in the State, secure and unassailable for all time, in the absence of plain
mistake of fraud in procurement. Similar proceedings are now authorized by
aw and are had in the case of railroad grants; and in like manner in the case of
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every entry or selection under the agricultural land laws, there is a final adjudi-

cation and issuance of evidence of title where warranted. It is believed that the

States should have the same evidence of title as the individual, viz, a United

States patent.
In conclusion, it is recommended that legislation be enacted along the lines

suggested, whether in the form of the substitute bill, a copy of which is inclos
ed,

or in other form deemed by Congress more effective or appropriate.

Very truly yours,
HUBERT WORK, Secretary.

BILL Further to assure title to lands granted the several States, in place, 
in aid of public schools, and

to quiet titles

Be it enacted by the Senate and House of Representatives of the United State
s of

America in Congress assembled, That any State having a grant in place of des
ig-

nated section of land for school purposes may file lists of selections of such
 lands

claimed as inuring to it under such grant, upon payment to the register 
of the

district land office within whose jurisdiction the selected lands are locate
d of ft

fee of $2 for each selection of a section or part of a section of land. Upon determi-

nation by the Secretary of the Interior that any of the land so selected has
 been

granted for the purpose aforesaid and not exchanged for other lands of th
e United

States, patent shall issue to the State therefore in further assurance o
f and in

confirmation of title: Provided, That nothing herein contained shall be
 so con-

strued as to postpone the time of the attachment of the grant of such lan
ds under

the law existent at the time the State's right attached thereto, if it has a
ttached,

nor to deprive any court of jurisdiction it may now have to determine 
any con-

troversy which may arise touching the title of the State or any of its 
assignees

to any such lands.
SEC. 2. That in any case wherein lands so designated have been here

tofore

purchased in good faith from any State and hereafter are found by 
final decree

of a Federal court or by final judgment of the Secretary of the Interi
or, or Com-

missioner of the General Land Office in proceedings initiated under the p
rovisions

of this act to have been of known mineral character at the time the g
rant to the

State would have otherwise attached, the transferees of the State,
 mediate or

immediate upon the payment of $1.25 per acre, shall have a right to
 a confirma-

tory patent from the United States with reservation of the mineral
 deposits in

the lands to the United States, its grantee or permittees, to prospec
t for, mine,

and remove the same, and a preference right to lease the mineral depo
sits in such

lands from the United States in the manner provided by the laws go
verning the

leases of such deposits in force at the time application to lease is file
d: Provided,

That the provisions of this section shall not apply to lands containing
 deposits of

metalliferous minerals, nor to lands withdrawn or reserved for gove
rnmental pur-

poses on account of their mineral deposits: Provided further, Tha
t the right of

purchase and the preference right to lease claimed to be conferred by 
this section

must be asserted, if at all, through formal applications filed with
in six months

from the date of the final decree or judgment affecting the lands 
and miner*,

deposits to be so purchased or leased.
The Secretary of the Interior is authorized to prescribe such rules

 and regula-

tions as may be necessary to carry the provisions of this and the 
preceding section

into full force and effect.
SEC. 3. That 50 per cent of all moneys received from the sales

 and leases au-

thorized by section 2 of this act shall be paid by the Secretary of
 the Treasury,

after the expiration of the fiscal year, to the State within the bou
ndaries of which

the lands are located, said moneys to be used by such State fo
r the support of

common or public schools therein, ,and the balance thereof sh
all be paid into,

reserved, and appropriated as a part of the reclamation fund cr
eated by the act

of Congress, known as the reclamation act, approved June 
17, 1902.

SEC. 4. That hereafter transfers of titles to the States by the
 United States of

lands selected under grants made by Congress shall be by Unit
ed States patent.
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Mr. STANFIELD, from the Committee on Civil Service, submitted the
following

REPORT

[To accompany S. 786]

The Committee on Civil Service, to whom was referred the bill
(S. 786) to amend the act entitled "An act for the retirement of
employees in the classified civil service, and for other purposes,"
approved May 22, 1920, and acts in amendment thereof, having care-
fully considered the same, report favorably thereon with the recom-
mendation that the bill do pass with the following amendment:

Strike out all after the enacting clause and insert in lieu thereof the
following:
That the act entitled "An act for the retirement of employees in the classified

civil service, and for other purposes," approved May 22, 1920, and acts in amend-
ment thereof, be, and they are hereby, amended to read as follows:

ELIGIBILITY FOR VOLUNTARY RETIREMENT

SECTION 1. Beginning on the first day of the second month next following the
passage of this act, all employees in the civil service of the United States to whom
this act applies who shall have attained or who shall thereafter attain the age of
sixty-five years, or being employed as city, rural, and village letter carriers, post-
office clerks, sea post clerks, laborers, mechanics, railway postal clerks, and those
employees engaged in pursuits whose occupation is hazardous or requires great
physical effort, or which necessitates exposure to extreme heat or cold, and those
employees whose terms of service shall include fifteen years or more of such service
rendered in the Tropics, shall have or shall thereafter attain the age of sixty-two
years, and shall have rendered at least thirty years of service computed as pre-
scribed in section 6 of this act, shall be eligible for retirement on an annuity as
provided in section 5 hereof, and ally employee having thus become eligible may
be retired as of a date requested by such employee upon giving to the head of the
department, branch, or independent office of the Government concerned at least
sixty days' notice in writing of his desire so to retire: Provided, That retirement
under this paragraph shall be at the option of the employee, and nothing herein-
after contained in this act providing for automatic retirement shall apply to the
foregoing eligibles.

* 4-21-26



2 RETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE

ELIGIBILITY FOR SUPERANNUATION RETIREMENT

SEC. 2. All employees to whom this act applies who, before its effective date,
shall have attained or shall thereafter attain the age of seventy years and ren-
dered at least fifteen years of service computed as prescribed in section 6 of this
act shall be eligible for retirement on an annuity as provided in section 5 hereof:
Provided, That city, rural, and village letter carriers, post-office clerks, sea post
clerks, laborers, and mechanics generally shall, under like conditions, be eligible
for retirement at sixty-five years of age and that railway postal clerks and those
employees engaged in pursuits whose occupation is hazardous or requires great
physical effort, or which necessitates exposure to extreme heat or cold, and those
employees whose terms of service shall include fifteen years or more of such
service rendered in the Tropics, shall be eligible at sixty-two years of age; the
classification of employees for the purpose of assignment to the various age groups
shall be determined jointly by the Civil Service Commission and the head of
the department, branch, or independent office of the government concerned:
Provided further, That any such employee who was employed as a mechanic for
the major portion of his service, and was subsequent to August 20, 1920,
involuntarily transferred to employment as a laborer and thereafter involun-
tarily discharged from the service of the United States, shall receive such
annuity as he would have been entitled to, if on the day of his discharge from
the service he had been retired under the provisions of this act: Provided
further, That the term "mechanics" as used in this act shall include all em-
ployees in the Government Printing Office whose duties are to supervise, per-
form, or assist in apprentice, helper, or journeyman work of a recognized trade or
craft, as determined by the Public Printer.

AUTOMATIC SEPARATION

SEC. 3. All employees to whom this act applies shall, on arriving at retirement
age as defined in the preceding section and having rendered fifteen years of service,
be automatically separated from the service, and all salary, pay, or compensation
shall cease from that date, and it shall be the duty of the head of each depart-
ment, branch, or independent office of the Government concerned to notify such
employees under his direction of the date of such separation from the service at
least sixty days in advance thereof: Provided, That if not less than thirty days
before the arrival of an employee at the age of retirement, the head of the depart-
ment, branch, or independent office of the Government in which he is employed
certifies to the Civil Service Commission that by reason of his efficiency and
willingness to remain in the civil service of the United States the continuance of
such employee therein would be advantageous to the public service, such employee
may be retained for a term not exceeding two years upon the approval and certi-
fication by the Civil Service Commission and at the end of the two years he may,
by similar approval and certification, be continued for an additional term not
exceeding two years, and so on: Provided, however, That after August 20, 1930,
no employee shall be continued in the civil service of the United States beyond
the age of retirement for more than four years.
Whenever an employee shall make application for such continuation in the

civil service, and shall submit acceptable proof of his present physical fitness to
perform his work, it shall be the duty of the head of the department, branch, or
independent office of the Government concerned to obtain from the immediate
superior in the service of such applicant all efficiency ratings and other informa-
tion on file respecting the character of the work of such applicant, and shall also
obtain from such immediate superior his opinion in writing with respect to the
efficiency of the work performed by such applicant. From such information shall
be eliminated increases in ratings, credits, and other preferences for any cause
whatsoever other than the character of work actually preformed. Should such
information shoNN., that the applicant has been efficient and competent during the
two years next preceding his application for continuance in the civil service, the
head of the department, branch, or independent office of the Government con-
cerned shall, as of course, certify to the United States Civil Service Commission
that, by reason of the efficiency and willingness of such applicant to remain in
the civil service of the United States, the continuance of such employee would be
advantageous to the public service.
No person separated from the service who is receiving an annuity under the

provisions of sections 1 and 2 of this act, shall be employed again in any position
within the purview of this act, nor be appointed to another position in any
branch of the Government service.
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EMPLOYEES TO WHOM THE ACT SHALL APPLY

SEC. 4. This act shall apply to the following employees and groups of employees:
(a) All employees in the classified civil service of the United States, including

all persons who have been heretofore or may hereafter be given a competitive
status in the classified civil service, with or without competitive examination,
by legislative enactment, or under civil service rules promulgated by the Presi-
dent, or by Executive orders covering into the competitive classified service
groups of employees with their positions, or authorizing the tr pp3intment of
individuals to positions within such service.
(b) Superintendents of United States national cemeteries, and such employees

of the offices of solicitors of the several executive departments, of the Architect
of the Capitol, of the Library of Congress, and of the United States Botanic
Garden, of the recorder of deeds and register of wills of the District of Columbia,
whose tenure of employment is not intermittent nor of uncertain duration.
(c) All employees of the Panama Canal and Panama Railroad Company on

the Isthmus of Panama who are citizens of the United States and whose tenure
of employment is not intermittent nor of uncertain duration.
(d) Unclassified employees of the United States in all cities and in all estab-

lishments or offices in which appointments are made under labor regulations
approved by the President, or from subclerical or other registers for the classified
service; and unclassified employees transferred from classified positions: Pro-
vided, That these groups shall include only those employees whose tenure of em-
ployment is not intermittent nor of uncertain duration.
(e) All regular annual employees of the municipal government of the District

of Columbia, appointed directly by the commissioners or by other competent
authority, including those employees receiving per diem compensation paid out
of general appropriations and including public-school employees, excepting school
officers and teachers.

(f) All employees and groups of employees to whom the benefits of the act of
May 22, 1920, and amendments thereof, shall have been extended by Executive
orders.
(g) Postmasters of the first, second, and third class who have been promoted,

appointed, or transferred from the classified civil service.
This act shall not apply to such employees of the Lighthouse Service as come

within the provisions of section 6 of the act of June 20, 1918, entitled "An act to
authorize aids to navigation and for other works in the Lighthouse Service, and
for other purposes," nor to members of the police and fire departments of the mu-
nicipal government of the District of Columbia, nor to postmasters, excepting
those specifically described in paragraph (g) of this section, nor to such employees
or groups of employees as may have been before the effective date of this act ex-
cluded by Executive orders from the benefits of the act of May 22, 1920, and
amendments thereof.
The provisions of this act may be extended by Executive order, upon recom-

mendation of the Civil Service Commission to apply to any employee or group of
employees in the civil service of the United States not included at the time of its
passage. The President shall have power, in his discretion, to exclude from the
operation of this act any employee or group of employees in the civil service whose
tenure of office or employment is intermittent or of uncertain duration.

METHOD OF COMPUTING ANNUITIES

SEC. 5. The annuity of an employee retired under the provisions of the pre-
ceding sections of this act shall be computed by multiplying the average annual
basic salary, pay, or compensation, not to exceed $1,600 per annum, received by
such employee during the ten years of allowable service next preceding the date of
retirement by the number of years of service, not to exceed thirty years, and
dividing the product by forty. In no case, however, shall the annuity exceed
$1,200 per annum. For the purposes of this act all periods of service shall be com-
puted in accordance with section 6 hereof, and the annuity shall be fixed at the
nearest multiple of twelve.
The term "basic salary, pay, or compensation," wherever used in this act shall

be so construed as to exclude from the operation of the act all bonuses, allowances,
overtime pay, or salary, pay, or compensation given in addition to the base pay
of the position as fixed by law or regulation.
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COMPUTATION OF ACCREDITED SERVICE

SEC. 6. Subject to the provisions of section 10 hereof, the aggregate period
of service which forms the basis for calculating the amount of any benefit pro-
vided in this act shall be computed from the date of original employment,
whether as a classified or an unclassified employee in the civil service of the United
States, including periods of service at different times and in one or more depart-
ments, branches or independent offices of the Government, and also periods of
service performed overseas under authority of the United States, and periods of
honorable service in the Army, Navy, Marine Corps, or Coast Guard of the
United States; in the case of an employee, however, who is eligible for and elects
to receive a pension under any law, or retired pay on account of military or
naval service, or compensation under the war risk insurance act, the period of,,
his military or naval service upon which such pension, retired pay, or compensa-
tion is based shall not be included, but nothing in this act shall be so construed
as to affect in any manner his or her right to a pension, or to retired pay, or to
compensation under the war risk insurance act in addition to the annuity herein
provided.
In computing length of service for the purposes of this act all periods of sepa-

ration from the service, and so much of any leaves of absence as may exceed six
months in the aggregate in any calendar year, shall be excluded, and in the case
of substitutes in the Postal Service credit shall be given from date of original
appointment as a substitute.
In determining the aggregate period of service upon which the annuity is to be

based, the fractional part of a month, if any, in the total service shall be elimi-
nated.

DISABILITY RETIREMENT—MEDICAL EXAMINATIONS REQUIRED

SEC. 7. Any employee to whom this act applies who shall have served for a
total period of not less than fifteen years, and who, before becoming eligible for
retirement under the conditions defined in the preceding sections hereof, be-
comes totally disabled for useful and efficient service in the grade or class of
position occupied by the employee, by reason of disease or injury not due to
vicious habits, intemperance, or willful misconduct on the part of the employee,
shall upon his own application or upon the request or order of the head of the
department, branch, or independent office concerned, be retired on an annuity
computed in accordance with the provisions of section 5 hereof: Provided,
That proof of freedom from vicious habits, intemperance, or willful misconduct
for a period of more than five years next prior to becoming so disabled for useful
and efficient service, shall not be require in any case. No claim shall be allowed
under the provisions of this section unless the application for retirement shall
have been executed prior to the applicant's separation from the service or within
six months thereafter. No employee shall be retired under the provisions of
this section unless examined by a medical officer of the United States, or a duly
qualified physician or surgeon, or board of physicians or surgeons, designated
by the Commissioner of Pensions for that purpose, and found to be disabled in
the degree and in the manner specified herein.
Every annuitant retired under the provisions of this section, unless the dis-

ability for which retired be permanent in character, shall at the expiration of one
year from the date of such retirement and annually thereafter, until reaching
retirement age as defined in section 2 hereof, be examined under the direction
of the Commissioner of Pensions by a medical officer of the United States, or a
duly qualified physician or surgeon, or board of physicians or surgeons designated
by the Commissioner of Pensions for that purpose, in order to ascertain the
nature and degree of the annuitant's disability, if any. If an annuitant shall
recover before reaching retirement age and be restored to an earning capacity
which would permit him to be appointed to some appropriate position fairly
comparable in compensation to the position occupied at time of retirement,
payment of the annuity shall be continued temporarily to afford the annuitant
opportunity to seek such available position, but not in any case exceeding ninety
days from the date of the medical examination showing such recovery. Should
the annuitant fail to appear for examination, as required under this section,
payment of the annuity shall be suspended until continuance of the disability
shall have been satisfactorily established. The Commissioner of Pensions may
order or direct at any time such medical or other examination as he shall deem
necessary to determine the facts relative to the nature and degtee of disability
of an employee retired on an annuity under this section.
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In all cases where the annuity is discontinued under the provisions of this
section before the annuitant has received a sum equal to the total amount of his
contributions -with accrued interest, the difference, unless he shall become reem-
ployed in a position within the purview of this act, shall be paid to the retired
employee, as provided in section 13 hereof, upon application therefor in such
form and manner as the Comptroller General may direct. In case of reemploy-
ment in a position within the purview of this act the amount so refunded shall
be redeposited as provided in section 13 hereof.
No person shall be entitled to receive an annuity under the provisions of this

act, and compensation under the provisions of the act of September 7, 1916,
entitled "An act to provide compensation for employees of the United States
suffering injuries while in the performance of their duties, and for other pur-
poses," covering the same period of time; but this provision shall not be so con-
strued as to bar the right of any claimant to the greater benefit conferred by
either act for any part of the same period of time.

Fees for examinations made under the provisions of this section, by physicians
or surgeons who are not medical officers of the United States, shall be fixed by
the Commissioner of Pensions, and such fees, together with the employee's
reasonable traveling and other expenses incurred in order to submit to such
examinations, shall be paid out of the appropriations for the cost of administer-
ing this act.

INVOLUNTARY SEPARATION FROM THE SERVICE

SEC. 8. Should any employee fifty-five years of age or over to whom this act
applies, after having served for a total period of not less than fifteen years and
before becoming eligible for retirement under the conditions defined in section
1 or 2 hereof, become involuntarily separated from the service, not by removal
for cause on charges of misconduct or delinquency, such employee shall be paid
as he or she may elect, either—
(a) The amount of the deductions from his basic salary, pay, or compensation

made under section 11 of this act and under act of May 22, 1920, including
accrued interest thereon computed as prescribed in section 13 hereof; or
(b) An immediate life annuity beginning at the date of separation from the

service, having a value equal to the present worth of a deferred annuity, eginning
at the age at which the employees would otherwise have become eligible for super-
annuation retirement computed as provided in section 5 of this Act; or

(c) A deferred annuity beginning at the age at which the employee would
otherwise have become eligible for superannuation retirement, computed as
provided in section 5 of this act. The right to such deferred annuity shall be
evidenced by a proper certificate issued under the seal of the Department of the
Interior.
Any employee who has served for a period of not less than fifteen years, and who

is forty-five years of age, or over, and less than fifty-five years, and who becomes
separated from the service under the conditions set forth in this section shall be
entitled to a deferred annuity, but such employee may, upon reaching the age of
fifty-five years, elect to receive an immediate annuity as provided in paragraph
(b) of this section.

Should an annuitant under the provisions of this section be reemployed in a
position included in the provisions of this act, or in any other position in the
Government service, the annuity shall cease, and all rights and benefits under the
provisions of this section shall terminate from and after the date of such employ-
ment.
This section shall include former employees within the provisions of the act of

May 22, 1920, or said act as amended or as extended by Executive orders, who
may have been separated from the service subsequent to August 20, 1920, under
the conditions defined in this section: Provided, That in the case of an employee
who has withdrawn his deductions from the "civil-service retirement and disability
fund," such employee shall be required to return the amount so withdrawn with
interest compounded on June 30 of each year at the rate of 4 per centum per
annum before he shall be entitled to the benefits of this section.

BENEFITS EXTENDED TO THOSE ALREADY RETIRED

SEC. 9. In the case ef those who before the effective date of this act shall have
been retired on annuity under the provisions of the act of May 22, 1920, or said
act as amended, or as extended by Executive orders, the annuity shall be com-
puted, adjusted, and paid under the provisions of this act, but this act shall not
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be so construed as to reduce the annuity of any person retired before its effective
date, nor shall any increase in annuity commence before such effective date.

CREDIT FOR PAST SERVICE

Ste. 10. Beginning with the effective date of this act, all employees who may
be brought then or thereafter within the purview of the act by legislative enact—
ment, or by appointment, or through classification, or by transfer, or reinstate-
ment, or Executive order, or otherwise, shall be required to deposit with the
Treasurer of the United States to the credit of the "civil-service retirement and
disability fund" a sum equal to 2 per centum of the employee's basic salary,
pay, or compensation received for services rendered after July 31, 1920, and prior
to the effective date of this act, and also 4 per centum of the basic salary, pay, or
compensation for services rendered after the effective date of this act, together
with interest computed at the rate of 4 per centum per annum compounded on
June 30 of each fiscal year, but such interest shall not he included for any period
during which the employee was separated from the service. Upon making such
deposit the employee shall be entitled to credit for the period or periods of service
involved: Provided, That failure to make such deposit shall not deprive the
employee of credit for any past service rendered prior to August 1, 1920, to
which he or she would otherwise be entitled.

DEDUCTIONS AND DONATIONS

SEC. 11. Beginning on the first day of the second month next following the
passage of this act there shall be deducted and withheld from the basic salary,
pay, or compensation of each employee to whom this act applies a sum equal
to 4 per centum of such employee's basic salary, pay, or compensation. The
amounts so deducted and withheld from the basic salary, pay, or compensation
of each employee shall, in accordance with such procedure as may be prescribed
by the Comptroller General of the United States, be deposited in the Treasury
of the United States to the credit of the "civil-service retirement and disability
fund" created by the act of May 22, 1920, and said fund is hereby appropriated
for the payment of annuities, refunds, and allowances as provided n this act.
The Secretary of the Treasury is hereby authorized and empowered in carry-

ing out the provisions of this act to supplement the individual contributions
of employees with moneys received in the form of donations, gifts, legacies, or
bequests, or otherwise, and to receive, deposit, and invest for the purposes of
this act all moneys which may be contributed by private individuals or cor-
porations or organizations for the benefit of civil-service employees generally.
Every employee coming within the provisions of this act shall be deemed

to consent and agree to the deductions from salary, pay, or compensation as
provided herein, and payment less such deductions shall be a full and complete
discharge and acquittance of all claims and demands whatsoever for all regular
services rendered by such employee during the period covered by such payment,
except the right to the benefits to which he shall be entitled under the provisions
of this act, notwithstanding the provisions of sections 167, 168, and 169 of the
Revised Statutes of the United States, and of any other law, rule, or regulation
affecting the salary, pay, or compensaion of any person or persons employed
in the civil service to whom this act applies.

INVESTMENTS AND ACCOUNTS

SEC. 12. The Secretary of the Treasury shall invest from time to time, in
interest-bearing securities of the United States or Federal farm-loan bonds, such
portions of the "civil-service retirement and disability fund" as in his judgment
may not be immediately required for the payment of annuities, refunds, and allow-
ances as herein provided, and the income derived from such investments shall
constitute a part of said fund for the purpose of paying annuities and of carrying
out the provisions of section 13 of this act.
The Comptroller General shall establish and maintain an account showing the

annual liabilties of the Government under this act, and shall keep such other
accounts as may be deemed necessary for a proper administration of the act.
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N
RETURN OF AMOUNTS DEDUCTED FROM SALARIES

SEC. 13. In the case of any employee to whom this act applies who shall be
transferred to a position not within the purview of the act, or who shall become
absolutely separated from the service before becoming eligible for retirement
on annuity, the total amount of deductions of salary, pay, or compensation
heretofore or hereafter made with accrued interest computed at the rate of 4 per
centum per annum, compounded on June 30 of each fiscal year, shall, upon
application to the General Accounting Office, be returned to such employee:
Provided, That all money so returned to an employee must, upon reinstatement,
retransfer, or reappointment to a position coming within the purview of this act,
be redeposited with interest before such employee may derive any benefits under
this act, except as provided in this section, but interest shall not be required
covering any period of separation from the service.
The Commissioner of Pensions, with the approval of the Secretary of the

Interior, shall establish rules and regulations for crediting and reporting deduc-
tions and for computing interest hereunder.
In case an annuitant shall die without having received in annuities an amount

equal to the total amount of deductions from his salary, pay, or compensation,
with interest thereon at 4 per centum per annum compounded as herein provided
up to the time of his death, an amount equal to the excess of the said accumu-
lated deductions over and above the annuity payments made shall be paid in
one sum to his legal representatives upon the establishment of a valid claim
therefor.
In case an employee shall die without having attained eligibility for retirement

or without having established a valid claim for annuity, the total 'amount of
deductions with accrued interest thereon as herein provided shall be paid to the
legal representatives of such employee.
In case a former employee entitled to return of deductions with accrued interest

thereon as herein provided shall become legally incompetent, the total amount
due may be paid to a duly appointed guardian or committee of such employee.

If the amount of accrued annuity, or of accumulated deductions, or of refund
due a former employee who is legally incompetent, together with accrued interest -
thereon payable under the provisions of this act, does not exceed $1,000, and if
there has been no demand upon the Commissioner of Pensions by a duly appointed
executor, administrator, guardian, or committee, payment may be made, after
the expiration of thirty days from date of death or of separation from the service,
as the case may be, to such person or persons as may appear in the judgment
of the Commissioner of Pensions to be legally entitled thereto, and such pay-
ment shall be a bar to recovery by any other person.

PAYMENT OF ANNUITIES AND FORM OF APPLICATION

SEC. 14. Annuities granted under the terms of this act shall be due and pay-
able in monthly installments on the first business day of the month following the
month or other period for which the annuity shall have accrued, and payment of
all annuities, refunds, and allowances granted hereunder shall be made by checks
drawn and issued by the disbursing clerk for the payment of pensions in such
form and manner and with such safeguards as shall be prescribed by the Secretary
of the Interior in accordance with the laws, rules, and regulations governing
accounting that may be found applicable to such payments.

Applications for annuity shall be in such form as the Commissioner of Pensions
may prescribe, and shall be supported by such certificates from the heads of de-
partments, branches, or independent offices of the Government in which the appli-
cant has been employed as may be necessary to the determination of the rights
of the applicant. Upon receipt of satisfactory evidence the Commissioner of
Pensions shall forthwith adjudicate the claim of the applicant, and if title to
annuity be established, a proper certificate shall be issued to the annuitant under
the seal of the Department of the Interior.

Annuities granted under this act for retirement under the provisions of sections
1 and 2 of this act shall commence from the date of separation from the service
and shall continue during the life of the annuitant. Annuities granted under the
provisions of sections 7 and 8 hereof shall be subject to the limitations specified

in said sections.
S R-69-1—vol 2 29
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DUTIES OF THE CIVIL SERVICE COMMISSION

SEC. 15. The Civil Service Commission shall keep a record of appointments,

transfers, changes in grade, separations from the service, reinstatements, loss of

pay, and such other information concerning individual svvice as may be deemed

essential to a proper determination of rights under this act; and shall furnish

the Commissioner of Pensions such reports therefrom as he shall from time to

time request as necessary to the proper adjustment of any claim for annuity

hereunder; and shall prepare and keep all needful tables and records required

for carrying out the provisions of this act, including data showing the mortality

experience of the employees in the service and the percentage of withdrawals

from such service, and any other information that may serve as a guide for

future valuations and adjustments of the plan for the retirement of employees

under this act. .
BOARD OF ACTUARIES

SEC. 16. The Commissioner of Pensions, with the approval of the Secretary of

the Interior, is hereby authorized and directed to select three actuaries, one of

whom shall be the Government actuary, to be known as the Board of Actuaries,

whose duty it shall be to annually report upon the actual operations of this

act, with authority to recommend to the Commissioner of Pensions such changes

as in their judgment may be deemed necessary to protect the public interest and

maintain the system upon a sound financial basis, and they shall make a valuation

of the "civil-service retirement and disability fund" at intervals of five years, or

oftener if deemed necessary by the Commissioner of Pensions; they shall also

prepare such tables as may be required by the Commissioner of Pensions for the

purpose of computing annuities under this act. The compensation of the mem-

bers of the Board of Actuaries, exclusive of the Government actuary, shall be

fixed by the Commissioner of Pensions with the approval of the Secretary of

the Interior.
ADMINISTRATION

SEC. 17. For the purpose of administration, except as otherwise provided

herein, the Commissioner of Pensions, under the direction of the Secretary of

the interior, be, and is hereby, authorized and directed to perform, or cause to

be performed, any and all acts and to make such rules and regulations as may be

necessary and proper for the purpose of carrying the provisions of this act into

full force and effect. An appeal to the Secretary of the Interior shall lie from the

final action or order of the Commissioner of Pensions affecting the rights or

interests of any person or of the United States under this act, the procedure

on appeal to be as prescribed by the Commissioner of Pensions, with the approval

of the Secretary of the Interior.
The Commissioner of Pensions shall make a detailed comparative report

annually showing all receipts and disbursements on account of annuities, refunds,

and allowances, together with the total number of persons receiving annuities

and the total amounts paid them, and he shall transmit to Congress through the

Secretary of the Interior, the reports and recommendations of the Board of

Actuaries.
The Secretary of the Interior shall submit annually to the Bureau of the Budget

estimates of the appropriations necessary to continue this act in full force and

effect.
EXEMPTION FROM EXECUTION, ETC.

SEC. 18. None of the moneys mentioned in this act shall be assignable, either

in law or equity, or be subject to execution, levy, or attachment, garnishment,

or other legal process.

EFFECTIVE DATE

SEC. 19. This act shall become effective on the first day of the second month

next following its passage, and all laws or parts of laws inconsistent with the pro-

visions of this act are hereby repealed as of said effective date.
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ORIGIN OF THE CIVIL-SERVICE RETIREMENT SYSTEM

The classified civil-service system, providing for a permanent
tenure in Government employment, was first established in 1883.
The system was gradually expanded so that in the course of 20 years
it embraced, with few exceptions, practically the entire civilian
personnel of the Government. As a result of this permanency of
tenure, in the course of years men and women in the service grew old
and by reason thereof became inefficient in their work and incom-
petent for the service. As time went on such superannuates naturally
increased in number. As most of the superannuates had been unable
to make provision for their old age, it was practically impossible to
induce the responsible heads of departments, bureaus, and divisions
to dismiss them. Isolated instances of such dismissals resulted in
such a public reaction in behalf of the helpless and penniless employee
that all effort to inaugurate an elimination policy was abandoned.
As a result there sprang into existence an unofficial pension system
unwarranted in law and wasteful and extravagant in practice.

This system consisted simply of retaining on the pay roll under
various pretexts all employees of long years of service, who, by
reason of advanced age and its attendant infirmities, were no longer
efficient or competent. This system forced upon chiefs the respon-
sibility for such a course, which policy impaired the efficiency and
increased the expenditures of their divisions and bureaus. Full
salaries were paid for little or no work and it was necessary in some
instances that another employee go over and check the work. Com-
petent employees on the same piece of work were retarded by the
incompetent. On the other hand, the beneficiary of the informal
pension- lived in constant dread because of the uncertainty of his
tenure.
In view of this situation, suggestions for the inauguration of an

orderly and systematic retirement of superannuated civil-service
employees began to be made some 20 years ago. Such suggestions
were made with increasing frequency and force. They emanated
not only from the employees or their spokesmen, but from the heads
of the various executive departments. For several years before
the consideration of this subject by Congress, recommendations for
the establishment of a retirement system were carried in the annual
reports of practically every departthent head. It was pointed out
that retirement systems had been set up very generally throughout
the country by large employers of labor, and by governments at,
home and abroad, and that such a system would benefit the Govern-
ment in at least the same measure as the employees by the saving of

money through the payment of moderate annuities in place of full

salaries to these incompetent superannuates and by the substantially

increased efficiency of the service through their elimination.
Accordingly, in 1920, Congress enacted a civil service retirement

act.
PLAN AND SCOPE OF THE RETIREMENT SYSTEM

In setting up a retirement system it was not the purpose of Con-

gress to establish the Governynent in the insurance 'business, selling

annuities below cost in proportion to the premiums paid.
The principle underlying the Government plan is as follows: Gov-

ernment employees, like other people, should make such provision for
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old age and the resultant impairment of earning capacity as their cir-
cumstances will permit. Hence there is deducted from the salary of
each employee a certain percentage which he can well afford to devote
to this purpose. This deduction, or contribution, as it is called, is
held in trust for the employee and earns interest at the rate of 4 per
cent, compounded annually. Moderate annuities are provided, vary-
jig with length of service and average salary, but with a maximum
limit barely sufficient for maintenance without actual want. Gen-
erally the sum contributed by the employee is less than the cost of
the annuity, and the difference is paid by the Government. The
higher the salary of an employee, the greater his own contribution
toward his annuity and the less the Government must pay.

These deductions are returned to the employee for whom they are
held in trust in every possible contingency, either in annuity payments
or in cash. Hence any employee who deems his proposed annuity
inadequate may, instead of retiring when his term of service is ended
by the law, resign, withdraw his contributions with compound inter-
est in cash, and make his own provision for his closing years.
The existing law provides that employees in the classified civil

service and certain other employees therein enumerated who shall
have rendered at least 15 years of service shall be retired on an an-
nuity at the age of 70 years, and that mechanics, city and rural letter
carriers, and post-office clerks shall be retired at 65 years, and railway
postal clerks at 62 years of age. The annuities provided are 60 per
cent of the average salary for the last 10 years of service for a total
period of 30 years' service, but in no case to exceed $720 per annum;
54 per cent of such average salaries for a period of service between
27 and 30 years, with a maximum of $648; for a period of from 21
to 24 years, 42 per cent, with a maximum of $432; from 15 to 18
years 30 per cent, with a maximum of $360.
The law provides that an employee upon reaching retirement age

may apply for retention in the service for a term of two years should
he be certified efficient by the head of the department concerned.
Thereafter similar extensions for two-year periods under like circum-
stances may be granted. It is provided, however, that after the act
has been in force for 10 years, only two such 2-year extension periods
shall be granted.
The act, by amendment, approved September 22, 1922, also pro-

vides for deferred annuities to employees 55 years or over who have
served for a period of not Jess than 15 years and who through no
fault of their own become involuntarily separated from the service.
The act also provides for disability annuities for such employees

who have a minimum of 15 years of service who become totally dis-
abled before arriving at retirement age.
The act provides for a deduction of 21A per cent of the pay of all

employees within the purview of the retirement system. These
contributions to be paid into and constitute the civil-service retire-
ment and disability fund.

PROPOSED CHANGES

The ages for automatic superannuation retirement in existing
law remain unchanged but the classes to which the respective retire-
ment ages apply are amended as follows: To the class of postal
employees and mechanics who retire at 65 years of age is added
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laborers, 'and to the class of railway postal clerks who retire at. 62
years is added those employees engaged in pursuits whose occupa-
tion is hazardous or requires great physical effort, or which necessi-
tates exposure to extreme heat or cold, and those employees whose
terms of service shall include 15 years or more of such service rendered
in the Tropics.
The reasons for retiring mechanics at an earlier age than those

engaged in clerical pursuits apply with equal force to laborers.
Testimony before the committee developed that there existed in the
Government employ certain small groups whose character of work
is so wearing and so hazardous that their efficiency is impaired at
an earlier age than the ordinary classes of Government employees.
Accordingly, provision is made to retire these, including those who
served the major portion of their time in the Tropics, at the same
age as is now provided for railway postal clerks. In order to insure
a fair and reasonable construction of the language used, the duty of
assigning employees to the appropriate age groups is imposed jointly
upon the Civil Service Commission and the bead of the department
concerned.
The provision in existing law to retain in the service for two-year

periods employees who, although having reached retirement age, are
willing to remain and are demonstrated to be efficient and competent,
is retained. In order to secure uniformity in the execution of this
provision in the various departments, there is inserted a paragraph
setting up a method of ascertaining efficiency, and, when established,
directing that the appropriate certificate issue as of course.
To the groups of employees to whom the retirement act is applied

are added the employees of the offices of solicitors of the several
executive departments, of the recorder of deeds and the register of
wills of the District of Columbia, of the Panama Canal and the
Panama Railway Co. on the.Isthmus, and postmasters of the first,
second, and third class who have been promoted, appointed, or trans-
ferred from the classified civil service. All other postmasters, how-
ever, remain excluded from the retirement system.
The bill contains an entirely new provision providing for voluntary

retirement at the option of the employee after at least 30 years of
service. The group that is automatically retired at 70 years may
exercise this option at or after attaining the age of 65 years, the
group automatically retired at 65 years may exercise the option at
or after the age of 62 years, and the group automatically retired at
62 receive no optional advantage.

Experience has shown that in large groups of employees certain
individuals become superannuated and consequently inefficient earlier
in life than most of the others in their group. As to them, the pur-
pose of the law, to purge the Goi-ernment service of incompetents,
fails. Your committee therefore recommends the establishment of a
short period preceding the time for automatic retirement in which
employees who have given practically their entire adult life to the
Government service may voluntarily retire if it is to their interest
so to do. It is manifest that at the ages set for the exercise of this
option, employees availing themselves of it would as a rule be unable
to secure remunerative employment in private industry. Hence
practically none would avail themselves of this opportunity except
those who, by reason of mental or physical impairment of their
faculties, find work a burden. The retirement of such will be to the
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advantage of the Government and will more fully promote the econ-
omy and efficiency of the service contemplated when the retirement
system was instituted. The testimony of the actuaries based on ex-
perience elsewhere is that only a small percentage of those to whom
the privilege of voluntary retirement is extended will avail them-
selves of it.
The retirement systems of the various countries, States, and cities

fix the optional age for retirement as follows:
At 55 years of age.—Chicago and France for the "active branch"

of the service.
At 60 years of age.—Great Britain, Portugal, Italy, New York,

NOW Jersey, Pennsylvania, Massachusetts, New York City, Phila-
delphia City and County, Boston and Suffolk County, and France
for the "sedentary branch" of the service.
At 65 years of age.—Canada, Belgium, the Netherlands, and Con-

necticut.
No age limit set.—Massachusetts grants voluntary retirement after

35 years of service, regardless of age; and Maine retirement after 25
years of service, without age restrictions.
The bill provides a new method of computing annuities. The

present method of fixing annuities at percentages of average salaries
ranging from 30 per cent to 60 per cent, according to length of service
measured in three-year periods, and with maximums ranging from
$720 per annum down to $360 per annum, is abolished. This method
is inequitable and unscientific. An employee who had served 29
years and 360 days was limited to an annuity of $648 while an
employee who worked a week longer might receive $720. For the
fiscal year of 1925 the average annuity was $544.64. It is indis-
putable that the present annuities are too low. As a result, the
purposes of establishing a retirement system are to a large degree
frustrated. The faithful employee, after a lifetime of service, does
not receive sufficient to insure the barest necessities of life. He
therefore suffers in want or uses every means and exercises all
influences at his command to be retained in active service regardless
of his lack of competency to perform his work. Thus the Govern-
ment fails to secure the full benefits of the system. The bill pro-
vides a maximum annuity of $1,200 and the following method of
computation: The average annual salary during the last 10 years
of service, not to exceed $1,600 per annum, is multiplied by the
number of years of service, not to exceed 30 years, and the product
is divided by 40. It will be seen that this automatically limits the
maximum annuity to $1,200 and in no event, no matter how long
the period of service, can the annuity exceed three-fourths of the
average pay. The effect of this .provision will be to increase gen-
erally the annuities. This method of computation is made applica-
ble to all now on the retired roll, but is not made retroactive.
The provision for disability retirement is amended by defining

total disability to be such as incapacitates an employee for useful
and efficient service in the grade or class of position occupied by him.
Proof of freedom from vicious habits, intemperance, or willful mis-
conduct is limited to a period of five years next prior to disability, and
application for such retirement must be made prior to applicant's
separation from the service or within six months thereafter.
Reemployment of annuitants retired either voluntarily or auto-

matically for superannuation is prohibited.
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All employees coming within the purview of the retirement system
who previously had not been within its scope, and consequently had
made no contributions, must deposit into the fund a sum equal to
the deductions_ that would otherwise have been made, with interest,
before they can enjoy the benefits of the act.
In order in part to defray the cost of the benefits carried by the

bill, the employees are required to contribute 4 per cent of their
salary in lieu of 23' per cent.

ESTIMATES OF COST

The actuaries report as the total number of employees now within
the retirement system and their pay roll:

Membership of fund

Group Number Pay roll Group Number Pay roll

Active membership: Retired members:

Railway postal clerks__ _
Mechanics, letter car-

riers, other postal

22,004 $53,356, 003 Railway postal clerks___
Mechanics, letter car-

riers, other postal

981 $686,656

clerks 226,144 437,189,043 clerks. 7,428 3,981, 4011

Other employees 140,474 257,997, 384 Other employees_  3,281) 1,701, 918

Total_  388,622 748,542, 430 Total 11, 689 6,369, 983

On the basis of this "membership" the actuaries have prepared a

valuation of the assets and liabilities of the civil-service retirement

and disability fund as of June 30, 1925.

Present
value of
payments
lobe made

LIABILITIES

Benefits payable to annuitants on the roll:
Retired on account of age-

Railway postal clerks $4.443.062

Mechanics, letter carriers, and other postal clerks 
23.497,775

Other employees 
7,538,472

Total 
835,519,309

Retired on account of disability-
Railway postal clerks 

205.514

Mechanics, letter carriers, and other postal clerks 
3,477.699

Other employees 
2,277,088

Total 
6,020,301

Prospective benefitc to members of active service who will retire on account 
of age:

Railway postal clerks  
43.535.030

Mechanics, letter carriers, and other postal clerks 
269,951.714

Other employees 
79,765,137

Total 
393. 251,881

Prospective benefits to members of active service who will retire on 
account of

disability:
Railway postal clerks  

2,141.397

Mechanics, letter carriers, and other postal clerks 
25.424. 104

Other employees 
22,795. 184

Total 
50,360,685

Prospective benefits to members whose service will be discontinued
 through no

fault of their own prior to the attainment of the retirement age:

Railway postal clerks 
61,786

Mechanics, letter carriers, and other postal clerks 
606,265

Other employees 
4,098,759

Total 
4,666,816

Contributions to be returned to present employees with interest at 4 p
er cent

upon withdrawal or death before retirement:
Railway postal clerks 

6,198,347

Mechanics, letter carriers, and other postal clerks 
64,537,853

Other employees 
48,581,053

Total 
119,317 '153
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Present
value of
payments
to be made

LIABILITIES-- continued

Contributions to be returned on death of employees after retirement:
Railway postal clerks $1,135,487
Mechanics, letter carriers and other postal clerks 9,645,706
Other employees 6,575,204

Total $17,356 397

Grand total 626,492,636

ASSETS
Funds in hand _ 44,665,779Contributions of employees of 23/2 per cent of salary:

Railway postal clerks 14,883,892
Mechanics, letter carriers, and other postal clerks 
Other employees 

Total 

131,
73,

882,
169,

058
444

219,935,394Appropriations required of Government 

Grand total 

361,891,463

626,492,636

This valuation is understood to be limited to the liabilities due and
to become due to the "membership" of 388,622 active and 11,689
retired employees embraced in the first table and to the assets com-
prised of the contributions of the aforesaid "membership" with
interest accumulations, and the appropriations required to balance
the valuation. Obviously the liabilities will become payable over a
period extending from the present time until the last boy or girl
who entered the service before June 30, 1925, has been retired and died.
There is nothing to show to what extent and during what periods in
this half century these liabilities must be met, nor when these liabili-
ties will exceed that portion of the assets represented by the contri-
butions and earnings. The fund is treated as in process of liquida-
tion. It is deemed to continue until the last member is dead. At
such time, the last of the $361,891,463 of required appropriations
will have been paid and the retirement business wound up.

This, of course, is not the actuality. New entrants into mem-
bership are coming in daily, swelling the fund and, of course, adding
to its liabilities. Such a valuation necessarily may not take into
account the availability of fresh contributions to avert or at least
to postpone the need of appropriating portions of the $361,000,000.
The maximum number on the annuity roll will not be reached until
40 years from now. At present, the inflow of assets is about double
the outflow of liabilities, and without Government appropriations
whatsoever, the contributions will exceed the payments for the next
15 years. Generally speaking, this valuation of the fund under the
existing plan, or similar valuations under various proposed plans,
restricted to present membership, are not of great practical value
without supplemental information in determining the distribution of
the actual cash assets and the actual Government cash liabilities
from year to year with respect to a fund of constantly increasing
membership.
A private company or organization is subject to dissolution or dis-

bandment and ensuing liquidation, and consequently sound policy
necessitates the possession in actual resources of reserves adequate
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to meet its liabilities at any given time. Such considerations do not
exist with respect to an activity of the Government itself. The Gov-
ernment, for our purposes, is perpetual and its potential resources
adequate for every conceivable governmental need. Hence, the
building up of such reserves at present to meet liabilities pa 'able in
the future in the event of liquidation, is not in the case of the Gov-
ernment dictated by sound policy, as it is in the case of business cor-
porations or fraternal organizations.
The resources of the fund comprise the contributions of the employ-

ees with their interest accummulations and such appropriations as
the Government must needs make to meet the liabilities, comprised
of annuity payments and refunds. In the cases in which the em-
ployee contributes from the time of his induction into service to the
time of his retirement, the extent to which those contributions with
their earnings will meet the cost of his retirement is fixed and readily
ascertainable. Likewise, the amount necessary to be contributed by
the Government, if any, to eke out the retirement cost is fixed and as
readily ascertainable. This is called the normal cost of retirement
and will be the sole cost when the last person now under the system
who did not contribute from the beginning of his service is eliminated.
While contributions to the retirement fund have only been made

since August, 1920, the benefits of retirement were made fully avail-
able to all employees within the system at that time. Those who were
immediately retired when the law came into operation had contributed
nothing toward their annuity and consequently the proportion of
contribution by the Government to meet the cost of the annuity was
100 per cent. With each year the proportion the Government must
pay will diminish, but will not completely reach the normal cost while
there exist annuitants who were in the service prior to August, 1920.
This initial expense of inaugurating the system is called the deficiency
cost.
The actuaries have ascertained the total amount of such defi-

ciency cost, have segregated it from 
in 

normal cost, which is con-
stant, have spread the deficiency cost n equal payments over a period
of 30 years, and have computed both costs in percentages of the total
pay roll. The result is here set forth:

Annual cost of retirement and disability fund as percentage of pay roll

Normal cost as- Deficiency cost as- Total cost as-

Group Percent- amount as Percent- amount as
Percent-

_

amount as
age of of June 30,

n 
"6

„ „,
' w' of June 30,

age of of June 30,
pay roll 1925 pay roll 1925 pay roll 1925

Railway postal clerks 3. 33 $1, 776, 755 2. 60 $1, 387, 256 5. 93 $3, 164, 011

Mechanics, letter carriers, and other
postal clerks 3. 55 15, 520, 211 1. 68 7, 344, 776 5. 23 22, 864, 987

Other employees 3. 01 7, 765, 721 1.06 2, 734, 772 4. 07 10, 500, 493

Total 3. 35 25, 062, 687 1. 53 11,466, 804 4. 88 36, 529, 491

Payable by employees 2. 50 18, 713, 561  2. 50 18, 713, 561

Payable by Government . 85 6, 349, 126 1. 53 11, 466, 804 2. 38 17, 815, 930
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In preparing this estimate, the actuaries have completely ignored
the provision in the law which permits employees to remain in active
service after retirement age for successive 2-year periods upon
certification of continued efficiency, and have assumed that every
employee will retire at the earliest opportunity. The fact is that in
1925, 3,422 employees of the retirement age were still in the active
service as against 11,689 on the retirement roll. Consequently, the
above estimate includes the payment during the year of over 3,400
annuities which actually were not paid and excludes the same number
of contributions from employees on the pay roll. Obviously, this
tends substantially to inflate the percentages of cost and the gross
amounts and particularly tends to inflate the percentage and amount
for which the Government is liable. This same inflation exists in
similar estimates for proposed changes in the law. It may be sug-
gested that increased annuities tend to lessen continuance in service,
beyond retirement age. The discrepancy between salaries and an-
nuities even with the proposed increases is still sufficiently drastic
to constitute an adequate motive for persons to remain in service
who are able to carry on their work. The tendency is more than,
offset by the new provision in the bill with respect to such continu-
ances.
In various branches of the Government, at various times, there

was apparent a purpose to compel retirement upon arrival at the age
limit by withholding efficiency certificates, regardless of the ability
of the applicant effectively to continue his work. The bill proposes.
to remedy this situation by compelling the retention after retirement
age of willing employees when their complete efficiency has been
demonstrated by a prescribed procedure. The importance of this.
feature of the bill in reducing the cost of the retirement system:
should not be underestimated. The cost of an annuity drops ma-
terially in each succeeding year toward the close of life and this
lessened cost is enhanced by the continued contribution of the
employee.
The actuaries were not requested to estimate on the exact pro-

visions of the bill as it is herewith reported. For the purpose of
comparison there is submitted a table showing the costs if all em-
ployees were eligible for optional retirement at 60 years.

Under proposed plan if minimum retirement age is 60 and allowance one-fortieth
of average final salary for each year of service

Normal cost as- Deficiency cost as- Total cost as-

Group Annual Annual AnnualPercent- a mount as Percent- amount as Percent- amount asage of of June 30, age of of June 30, age of of June 30,pay roll 1925 pay roll 1925 pay roll 1925

Railway postal clerks 5. 20 $2, 774, 512 3.65 $1, 947, 494 ft 85 $4, 722, 006
Mechanics, letter carriers, and other

postal clerks 6. 80 29, 728, 855 2. 52 11, 017, 164 9.32 40, 746, 019.
Other employees 7.08 18, 266, 215 2. 46 6, 346, 736 9. 54 24, 612, 951

Total 6. 78 50, 769, 582 2. 58 19, 311,394 9. 36 70, 080, 976
Payable by employees 3. 50 26, 198, 985  3. 50 23, 198, 985-

Payable by Government 3.28 24, 570, 597 2. 58 19, 311, 394 5. 86
-

43, 881, 991
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The bill, in place of providing retirement for all groups of em-
ployees at 60 years of age, provides optional retirement after 30
years of service at the age of 62 years for the eity, rural, and village
letter carriers, post-office clerks, sea post clerks, laborers, mechanics,
and railway postal clerks, and at the age of 65 years for other em-
ployees. The bill exacts the contribution by employees of 4 per cent
of their salaries instead of VA per cent. The bill also regroups the
employees, adding a small number to the railway postal group and
including laborers with mechanics. The effect of these group shifts
on the total cost is negligible.
The bill in its present form is more nearly like Senate bill 3011 as

amended than any plan for which estimates have been prepared.
In the fourth annual report of the board of actuaries, the following
estimate was carried:

.-

Group

Normal cost as— Deficiency cost as— Total cost as—

Per-
centage
of pay
roll

Annual
amount as
of June 30,

1921

Per-
centage
of pay
roll

Annual
amount as
of June 30,

1921

Per-
centage
of pay
roll

Annual
amount as
of June 30,

1921

Under Senate bill 3011 as amended:
Railway postal clerks, laborers 
Other employees 

Total 
Payable by employees 

Payable by Government 

6. 98
5. 52

$17, 615, 080
9, 889, 519

3. 01
2. 29

$7, 591, 873
4, 094, 437

9. 99
7. 81

$25, 206,953
13, 983,958

6.37
3. 50

27, 504,599
15, 103,305  

2. 71 11, 686, 310 9. 08
3. 50

39, 190,909
15, 103, 305

2.87 12,401, 294 2.71 11, 686, 310 5. 58 24, 087, 604

This, it should be borne in mind, was based on the pay roll as of
1921 and not upon the survey upon which the present estimates are
based. The estimate of -the existing plan on the same basis as the
estimate of Senate bill 3011 compares with the present estimate of

the existing plan as follows:

Estimate of existing plan as of 1921

Normal cost as— Deficiency cost as— Total cost as—

Group Per- Annual Per- Annual Per- Annual
centage amount as centage amount as centage amount as
of pay of June 30, of pay of June 30, of pay of June 30,
roll 1921 roll 1921 roll 1921

Under existing plan:
Railway postal clerks 5. 23 $1, 953, 139 3. 44 $1, 284, 665 8. 67 $3, 237, 804

Mechanics, letter carriers 4. 26 7, 251, 826 3. 27 5, 566, 512 7. 53 12, 818, 368

Other employees 3. 26 7, 300, 687 1. 86 4, 165, 423 5. 12 11, 466, 110

Total 3. 82 16, 505, 652 2. 55 11,016, 630 6. 37 27, 522, 282

Payable by employees 2. 50 10, 788, 075  2. 50 10, 788, 075

Payable by Government 1 32 5, 717, 577 2. 55 11, 016, 630 3. 87 16, 734, 207
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Estimate of existing plan under new survey

Normal cost as— Deficiency cost as— Total cost as—

Group Annual Annual Percent- AnnualPercent- amount as Percent- amount as amount asage of
pay roll of June 301925 '

age ofnge of 
pay roll June 301925 '

age of
pay roll of June 301925 •

Railway postal clerks 3.33 $1,776, 755 2. 60 $1,387, 256 5. 93 $3, 164,011
Mechanics, letter carriers, and other
postal clerks_  3.55 15, 520, 211 1.68 7, 344, 776 5.23 22, 864, 987

Other employees 3. 01 7,765, 721 1.06 2, 734, 772 4. 07 10, 500,493

Total_ 3.35 25, 062, 687 153 11, 466, 804 4.88 36, 529, 491
Payable by employees 2. 50 18, 713, 561  2. 50 18, 713, 561

Payable by Government .85 6,349, 126 153 11, 466, 804 2. 38 17, 815, 930

Revising the above estimate of Senate bill 3011, based on the 1.921
pay roll, in the same ratio as the existing plan has been revised, and
increasing the contributions to 4 per cent, we obtain the following
results:

Senate bill 3011 estimate as revised

Normal cost as— Deficiency cost as— Total cost as—

Percent-
age of
pay roll

Annual
amount

Percent-
age of
pay roll

Annual
amount

Percent-
age of
pay roll

Annual
amount

Total_  
Payable by employees 

Payable by Government..

6. 60
4. 00

$41, 918,375
29,941, 697  

1. 63 $12,211, 241 7. 23
4. 00

$54, 129, 616
29, 941, 697

1 60 11, 976, 678 1. 63 12, 211, 241 3.23 24, 187,919

It muse be remembered that this last estimate as well as all those
preceding are substantially inflated by the failure to take into
account that there are now thousands of persons who are active con-
tributors to the fund, although beyond retirement age, whose con-
tributions are excluded and whose eventual annuities are included in
these estimates at a cost greatly in excess of the fact. Other factors
added to this make it reasonable to assume that by the time the
deficiency cost is out of the way and all beneficiaries are full con-
tributors, the 4 per cent contribution will be ample to carry the total
cost, and the fund will then be self-supporting.

Attention is called to the fact that in Senate bill 3011 the divisor
45 is used in computing annuities as against the divisor 40 in the
present bill. This, of course, results in an increase in cost of the
present bill over Senate bill 3011 and should be borne in mind in
considering the above estimates.
At the request of your committee, Mr. Joseph S. McCoy, the

Government actuary, prepared and furnished an estimate on the
cost of the present bill (S. 786) based on the divisor 40, which estimate
and the accompanying letter is inserted herewith, as follows:
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HOD. ROBERT N. STANFIELD,
United States Senate,

Washington, D. C.
DEAR SENATOR: In conformity with your telephone request of yesterday, I

am transmitting herewith certain figures relative to retirement.
These cost figures are mostly approximate, and are as accurate as the limited

time will allow.
The data necessary for an exact computation is in New York, and even if at

hand, the time necessary to make the numerous valuations would be consid-
erable.
The figures herewith are probably fairly accurate, and the error, if any, is to

make the cost larger.
Respectfully,

TREASURY DEPARTMENT,
Washington, April 3, 1926.

Jos. S. McCoy, Government Actuary.

Estimated annual cost under bill with retirement at (I) 60 years of age, (2) 62 years,
and (3) 65 years; annuity to be one-fortieth of average salary for last 10 years,
with maximum of $1,200 per annum; contribution to be 4 per cent on part of
employee, based on maximum service of 30 years, with no maximum as to con-
tribution

Normal cost Deficiency cost Total cost

Group Per Amount Per Amount Per Amount
cent of in cent of in cent of in
salary dollars salary dollars salary dollars

Railway postal clerks (1) 5. 20 $2,774, 512 3.65 $1, 947, 494 8. 85 $4, 722,006
Mechanics, etc. (2) 6.56 28, 679, 601 2.30 10, 055. 348 8.86 38, 734, 949
Other employees (3) 6. 47 16, 692, 431 1. 92 4,953, 550 8. 39 21, 645,981

Total 6. 43+ 48, 146, 544 2. 27 16, 956,392 8.70 65, 102,936

Payable by—
Employee 4.00 29, 941, 697  4.00 29, 941, 697
Government 2. 43 18, 204, 847 2. 27— 16, 956, 392 4. 70 35, 161,239

FINANCING THE FUND

It has been pointed out that no considerations of sound policy
dictate the creation of a huge reserve by transferring vast sums of
money from the Treasury to the retirement fund in anticipation of
contingent liabilities to be met in the remote future.
On the other hand, a policy that ignores all Government liability

and continues to meet all obligations of the fund out of the contribu-
tions of the employees and their earnings will have this result. Even-
tually the outgo will exceed the income and the cash balance in the
fund will be gone. Thereafter it will be incumbent on the Govern-
ment to appropriate annually to pay all annuities and to return all
refunds with accumulated interest, less only the contributions for
that year. To saddle upon future generations such an unwarranted
ex penditure is unconscionable.
The income of the fund will exceed the payments out of it for

approximately 15 years under the provisions of the proposed bill.
Dr. A. H. Thompson, of the Pension Bureau, has estimated that in
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1941 the balance to the credit of the fund with a 33' per cent con-
tribution would exceed $175,000,000. It is now approximately
$50,000,000. Accordingly a 4 per cent contribution would raise the
balance to more than $250,000,000. The earnings of this balance at
41A per cent will be $26,250,000 annually. This is in excess of the
total of annuities that will then be payable and the difference can be
added to fhe cash balance and enhance the accretions.
The cash obligation of the Government to the fund each year is

the annuities paid out, less the contributions of the annuitants and
their earnings. At present the contributions and earnings are negligi-
ble but will increase each year, constantly lessening the Government's
obligation to future annuitants. As has before been stated, when the
deficiency cost is overcome the contributions are expected to pay for
the annuities. On the other hand, the number of annuitants will
continually increase until a fixed ratio between annuitants and
active employees is reached, in about 40 years. The present cash
obligation of the Government to the fund is approximately
$30,000,000.

Beginning with the fiscal year 1928, it is recommended that the
Government appropriate for payment into the retirement fund
interest at 4 per cent on its actual obligations to the fund as above
defined. This interest, merged in the fund's cash balance, will com-
pound itself and thus postpone the time when expenditures may over-
take income and also swell the cash balance when such time arrives.
The assumption is that the total annual cost of the retirement

system under the bill, when it reaches its maximum in about 40 years,
will not exceed $60,000,000. The annual contributions of the em-
ployees will then substantially exceed $30,000,000. Hence a fund
that will produce somewhat less than $30,000,000 annually, added to
the contributions, will defray the cost of retirement for all time.
At 41A per cent interest this would require a fund of about $600,-
000,000. Eliminating the deficiency cost and the depletion of the
fund through borrowing by the Government, the employees could
about meet this.
By paying interest as recommended, the obligations actually

incurred by the Government would remain fixed. The Government
would owe no more in 15 or 20 years than at the time of incurring
the obligation. In the meantime knowledge based on experience
would supplant estimates and guesses. Plans for amortizing accrued
liabilities could be formulated. In any event, the accumulation in
the fund should not be allowed to decrease. Should the fund, after
accumulating several hundred million, reach a point where expendi-
tures exceed receipts, appropriations in addition to interest payments
sufficient to maintain the fund unimpaired should be made and the
question of amortization and permanent funding considered.

This involves for years to come the appropriation of only trivial
sums, as Government expenditures go, and at no time in the future
such sums as seem implied in actuarial valuations. Such valuations
necessarily involve the hypothesis that the Government, on any given
day, is able to pay out of the retirement fund in its custody the present
value of all the annuities due retired employees and refund to some
400,000 active employees their individual contribution with accrued
interest. This constitutes solvency on the part of a private concern.
But the Government need take no money out of its Treasury and
place it in its retirement fund unless and until it is needed.
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CONCLUSION

The Government is committed to the policy of retirement. What-
ever the cost may be, it must be met. The evidence demonstrates
that the existing plan is inadequate to secure both to the employees
and to the Government the full measure of anticipated benefits.
Hence the Government is not receiving full value for its money.
By enacting into law the provisions of this bill, the present deficien-
cies will substantially be corrected and the additional expenditure
will make productive the total cost. This is true economy.

This question must be met. Postponement will merely result in
more widespread and intense insistence upon a reformation of the
system. Nothing is ever settled until it is settled right. The wise
course is to settle the retirement problem now and thereupon insist
that it stay settled.
Your committee includes in its report a letter from Lurtin R. Ginn,

Assistant Comptroller General of the United States, dated February
11, 1926. With several of the suggestions the committee is in accord
and the bill is so prepared. The letter from the Assistant Comptroller
General is as follows:

Hon. JAMES COUZENS,
Chairman of Civil Service Committee,

United States Senate.
MY DEAR SENATOR COUZENS: In the matter of S. 786, Sixty-ninth Congress,

first session, entitled "A bill to amend the act entitled 'An act for the retirement
of employees in the classified civil service, and for other purposes,' approved
May 22, 1920, and acts in amendment thereof," introduced by Senator Stanfield
December 8, 1925, and now pending before your committee, I have the honor
to inform you that from a study which this office has been able to make of the
bill it is concluded that it would not in its present form create a clear-cut division
of the respective duties devolving thereunder upon the Pension Office and the
General Accounting Office, and in order that if enacted this defect may be rem-
edied it is my belief that such changes should be made in the bill as will operate
with uniformity to separate the duties conferred upon this office from those of
the Pension Office, or, in lieu thereof, as will substitute other provisions for the
present provisions of the bill which now relate to this office.
In order to effect a clear-cut separation of the accounting duties therein de-

volving upon this office from those of the annuity payments therein devolving
upon the Pension Office, thereby avoiding confusion and duplication of effort,
the following changes appear needful:
The italicized matter in the paragraphs of the bill as they would read if the

suggested changes are made is merely for the purpose of indicating changed or
new matter.

Section 5, page 11, lines 12 and 13: Substitute the words "Comptroller Gen-
eral" for the words "Commissioner of Pensions."

This change is suggested for the purpose of bringing this provision for refunds
of excess contributions to employees into harmony with subsequent provisions
for the purpose. See section 11.

As thus changed section 5, page 11, lines 7 to 16, would read:
"In all cases where the annuity is discontinued under the provisions of this

section before the annuitant has received a sum equal to the total amount of his
or her contributions with accrued interest, the difference shall be paid to the
retired employee, or, as provided in section 11 hereof, upon application therefor
in such form and manner as the Comptroller General may direct. In case of
reemployment in a position within the purview of this act the amount so re-
turned shall be redeposited as provided in section 11 hereof."

Section 9, page 15, line 18: Suggest that following the word "shall" there be
inserted the words "together with any moneys received for deposit pursuant
to the provisions of sections 5, 8, 9, 10, and 11 of this act'

GENERAL ACCOUNTING OFFICE,
Washington, February II, 1926.
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This suggestion is for the purpose of unifying the deposit procedure so that
deposits to the credit of the civil-service retirement and disability fund received
from the six additional sources to that enumerated in the first paragraph of said
section 9 and the deposits enumerated in said first paragraph of section 9 may
be subject to similar deposit procedure; in other words, so that the Comptroller
General may prescribe the deposit procedure for all of the moneys entering
into said fund from the seven enumerated sources-and not alone from the one
source of the 33/ per cent deductions from salary, etc.-thereby effecting uni-
formity of deposit procedure.
The seven sources enumerated in the act from which the fund is to derive

moneys are:
1. Three and one-half per cent deductions from salary, etc., of each employee.

Section 9, page 15, lines 11 to 24.
2. Donations, gifts, legacies, bequests, or otherwise. Section 9, page 16,

lines 1 to 8.
3. Redeposits of excess of contributions (plus accrued interest) over annuity

received, where annuity discontinued and such excess returned to an employee
reemployed in a position within the purview of the bill. Section 5, page 11,
lines 7 to 16.

4. Moneys (plus compounded interest) returned by employees reemployed
in positions included in the provisions of this bill. Section 6, page 13, lines
23 and 24, and page 14, lines 1 to 9.

5. Deposits of deductions with interest as provided In bill (exclusive of interest
for any separation period) which would have been made for the periods of service
rendered in a position affected by act in cases of transferred or reinstated em-
ployees to positions within purview of bill. Section 8, page 14, lines 21 to 25,
and page 15, lines 1 to 6.

6. Redeposits of deductions plus accrued and compound interest returned to
employees transferred to a position not within purview of the bill or absolutely
separated from service before eligible for an annuity who are reinstated or
retransferred to a position coining within the provisions of the bill. Section 11,
page 17, lines 24 and 25, and page 18, lines 1 to 5.

7. Income from the investment of the civil-service retirement and disability
fund. Section 10, page 16, lines 24 and 25, and page 17, lines 1 to 8.
As thus changed section 9, page 15, lines 11 to 24, would read:
"SEC. 9. Beginning on the first day of the second month next following the

passage of this act there shall be deducted and withheld from the basic salary,
pay, or compensation of each employee to whom this act applies a sum equal
to 3 per centum of such employee's basic salary, pay, or compensation. The
amounts so deducted and withheld from the basic salary, pay, or compensation
of each employee shall, together with any moneys received for deposit pursuant to
the provisions of sections 5, 6, 8, 9, 10, and 11 of this act, in accordance with such
procedure as may be prescribed by the Comptroller General of the United States
be deposited in the Treasury of the United States to the credit of the 'civil-
service retirement and disability fund' created by the act of May 22, 1920,
and said fund is hereby appropriated for the payment of annuities, refunds, and
allowances as provided in this act."

Section 9, page 16, line 5: Insert after word "receipt," the words "deposit
and" and strike out words "and disburse."

See specific deposit or redeposit provisions for certain moneys which are to
enter into the civil-service retirement and disability fund, section 5, page 11,
lines 13 to 16; section 8, page 14, lines 21 to 25, and page 15, lines 1 to 6; section
11, page 17, lines 24 and 25, and page 18, lines 1 to 5.
The moneys, if any, thus received would be merged with other moneys depos-

ited into the civil-service retirement and disability fund and would be disbursable
for annuities or refunds as other moneys in said fund.
As thus changed section 9, page 16, lines 1 to 8, would read:
"The Secretary of the Treasury is hereby authorized and empowered in

carrying out the provisions of this act to supplement the ind vidual contributions
of employees with moneys received in the form of donations, gifts, legacie t, or
bequests, or otherwise, and to receive, deposit, and invest for the purposes of this
act all moneys which may be contributed by private individuals or corporations
or organizations for the benefit of civil-service employees generally."

Section 11, page 17, line 23: Strike out the comma after the word 'application"
and insert the words "to the General Accounting Office."

This suggestion is for clarity.
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As thus changed section 11, page 17, lines 15 to 25, and page 18, lines 1 to 5,
would read:
"SEC. 11. In the case of any employee to whom this act applies who shall be

transferred to a position not within the purview of the act, or who shall becoroe
absolutely separated from the service before becoming eligible for retiremelt
on annuity, the total amount of deductions of salary, pay, or compensatin
heretofore or hereafter made, with accrued interest computed at the rate of 4
per centum per annum, compounded on June 30 of each fiscal year, shall, lion
application to the General Accounting Office, be returned to such employee: Pro-
vided, That all money so returned to an employee must, upon reinstatement or
retransfer to a position coming within the purview of this act, be redeposited
with interest before such employee may receive credit for the period of service
represented by such deductions, but interest covering any period of separation
from the service shall not be required."

Section 11, page 18, lines 6 to 25. Strike out and substitute the following:
"There shall be established and maintained in the General Accounting Office such

record as will enable it to determine the amount deducted within each fiscal year
from the basic salary, pay, or compensation of each employee to whom this act ap-
plies, and the interest thereon as prescribed by the act shall be computed and credit?d,
under such rules as the Comptroller General may prescribe, and each executive depa)t-
ment and each independent establishment not within the jurisdiction of any executive
department shall discontinue the keeping of such record of deductions made on and'
after January 1, 1927.
"All applications for the return of deductions, in whatsoever form and of whatsoevel,

character, with accrued interest, shall be made to the General Accounting Office,
accompanied by a certificate from the proper officer showing the amount of deductions
for such number of months immediately preceding the making of the application as
may be required by the Comptroller General, together with any other data necessary'
to the proper adjustment of the claim.
"The Comptroller General shall make all needful rules and regulations for the

performance of his duties pursuant to this act."
Section 11, page 19, following line 19, insert a new paragraph reading:
"In case an annuitant shall become legally incompetent the Commissioner of

Pensions shall pay the annuity to which said annuitant is entitled to a duly appointed'
guardian or committee of such annuitant."

Section 11. Page 19, line 21, following word "refund" insert the words "of
whatsoever character," and following word "employee" substitute a comma
for the words "who is," and line 22, after word "incompetent" insert the words
"or otherwise"; and page 20, lines 4 and 5, substitute the words "Comptroller
General" for the words "Commissioner of Pensions."
As thus changed section 11, page 19, lines 20 to 25, and page 20, lines 1 to 6,

would read:
"If the amount of accrued annuity, or of accumulated deductions, or of refund

of whatsoever character due a former employee, legally incompetent or otherwise,
together with accrued interest thereon, payable under the provisions of this act,
does not exceed $1,000, and if there has been no demand by a duly appointed
executor, administrator, guardian, or committee, payment may be made after
the expiration of three months from date of death or of separation from the
service, as the case may be, to such person or persons as may appear in the judg-
ment of the Comptroller General to be legally entitled thereto, and such payment
shall be a bar to a recovery by any other person."
The general purpose of the three preceding suggestions is to clearly separate

the duties of the Commissioner of Pensions as to annuity payments from the
accounting duties of the General Accounting Office.

Section 14, page 22 following line 10: Suggest there be inserted an additional
paragraph reading:
"The Comptroller General shall keep, in connection with the record of retirement

deductions made from the compensation of employees, such additional information,
as may be requested by the Board of Actuaries to enable that board to make the valua-
tions required of the civil service retirement and disability fund."
The purpose of this change is the centralization of records and the eliminationt

of unnecessary procedure.
By adding a very little to its proposed record for individual employees the

General Accounting Office could with practically no additional expense make such
record complete enough to furnish all the information required by the board of
actuaries in making a valuation of the civil service retirement and disability fund
as required by section 14 of bill, thus enabling said board to obtain such haforma-

S R-69-1—vol 2 30
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tion from one source and make it unnecessary for the Civil Service Commission
or the Commissioner of Pensions to set up independent records containing such
information and avoid the necessity of making expensive calls upon the depart-
ments and establishments for the information required for actuarial purposes.
A similar letter has been sent to the Hon. Frederick R. Lehlbach, chairman of

the Committee on Civil Service, House of Representatives.
Sincerely yours.

L1JRTIN R.. GINN,
Assistant Comptroller General of the United States.
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Mr. WATSON, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany H. R. 9463]

The Committee on Interstate Commerce, to whom was referred
the bill (H. R. 9463) to provide for the prompt disposition of dis-
putes between carriers and their employees, and for other purposes,
after holding hearings and giving consideration to the bill, recom-
mends that it do pass without amendment.
The bill is almost identical with Senate bill 2306, heretofore favor-

ably reported to the Senate from this committee on February 26,
1926.

Briefly stated, the bill provides—
First. That it shall be the duty of the parties to exert every reason-

able effort to make and maintain agreements.
Second. That any and all disputes shall first be considered in con-

ference between the parties directly interested.
Third. That adjustment boards shall be established by agreement,

which shall be either between an individual carrier and its employees,

or regional or national, such adjustment boards to have jurisdiction

over disputes relating to grievances or to the interpretation or appli-

cation of existing agreements but having no jurisdiction over changes

in rates of pay, rules, or working conditions. It is however, provided

that nothingin the act shall be construed to prohibit an individual

carrier and its employees from agreeing upon a settlement of disputes

through such machinery of contract and adjustment as they may

mutually establish.
Fourth. A board of mediation is created, to consist of five members

appointed by the President, by and with the advice and consent of

the Senate, none of whom shall be in the employment of or pecuniarily

or otherwise interested in any organization of employees or any

carrier. The duty is imposed upon this board of mediation to
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intervene, at the request of either party or on its own motion, in
any unsettled labor dispute, whether it be a grievance, or a difference
as to the interpretation or application of agreements not decided in
conference, or by the appropriate adjustment board, or a dispute
over changes in rates of pay, rules, or working conditions not adjusted
in conference between the parties. If it is unable to bring about an
amicable adjustment between the parties, it is required to make an
effort to induce them to consent to arbitration.

Fifth. Boards of arbitration are provided for, when both parties
consent to arbitration. The method of selecting members of the
boards and the arbitration procedure are also set out. It is provided
that the award of the arbitrators shall be binding upon the parties
and shall be filed in the appropriate district court of the -United
States and become a judgment of the court, which judgment shall
be binding upon the parties.

Sixth. In the possible event that a dispute between a carrier and its
employees is not settled under any of the foregoing methods, pro-
vision is made that the board of mediation, if in its judgment the
dispute threatens to substantially interrupt interstate commerce,
shall notify the President, who is thereupon authorized, in his discre-
tion, to create a board, known as an emergency board, to investigate
and report to him within 30 days from the date of the creation of tile
board. It is also provided that after the creation of such a board and
for 30 days after it has made its report to the President, no change,
except by agreement, shall be made by the parties to the controversy
in the conditions out of which the dispute arose.
The bill abolishes the Railroad Labor Board and repeals Title III

of the transportation act, 1920, and the act of July 15, 1913, known as
the Newlands Act, which latter provides for mediation, conciliation,
and arbitration.

This bill had its origin in conferences and a resulting agreement
between a large majority of Class I railroads and their employees.
It was submitted to a meeting of the Association of Railway Execu-

tives, at which 52 roads with 199 votes, representing 167,915.69
miles, favored it; and 20 roads with 48 votes, re-presenting 36,564.67
miles, opposed it. This was out of a total xnem-pership of 107 roads
with 288 votes, representing 222,842.84 miles. Of these, 32 roads
with 38 votes, representing 18,134.45 miles, were absent; and 3 roads
with 3 votes, representing 228.03 miles, did not vote.
The railroads favoring the bill appeared before the committee

through their representatives and advocated it. None of the rail-
roads opposing the bill appeared either in person or by any repre-
sentative.
The bill was agreed to also by all the organizations known as

"standard recognized railway labor organizations," 20 in number,
and these appeared by their representatives before the committee
in advocacy of the bill.
The conferences referred to were invited by the President in more

than one message to Congress, the first of these being his message
of December 6, 1923, in which he said:

The settlement of railroad labor disputes is a matter of grave public concern.
The labor board was established to protect the public in the enjoyment of con-
tinuous service by attempting to insure justice between the companies and their
employees. It has been a great help, but is not altogether satisfactory to the
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public, the employees, or the companies. If a substantial agreement can
be reached among the groups interested, there should be no hesitation in enact-
ing such agreement into law. If it is not reached, the labor board may very well
be left for the present to protect the public welfare.

Again, in his message to Congress of December 3, 1924, a similar
suggestion of change in existing law was made.

It should also be noted that dissatisfaction with the method of
adjusting disputes between carriers and their employees now pro-
vided by the provisions of the transportation act relating to labor was
expressed in the platforms adopted. in 1924 by both the Republican
and Democratic Parties.
The Republican platform contained the following provision:
The labor-board provision of the present law should be amended whenever

it appears necessary to meet changed conditions. Collective bargaining, medi-
ation and voluntary arbitration are the most important steps in the maintaining
peaceful labor relations and should be encouraged. We do not believe in com-
pulsory action at any time in the settlement of disputes. Public opinion must
be the final arbiter in any crisis which so vitally affects public welfare as the sus-
pension of transportation. Therefore the interests of the public require the
maintenance of an impartial tribunal which can in an emergency make an in-
vestigation of the facts and publish its conclusion. This is essential as the basis
for popular judgment.

The Democratic platform contained the following:
The labor provisions of the act (transportation act, 1920) have proven un-

satisfactory in settling differences between employer and employee. * * *
It must therefore be so rewritten so that the high purposes which the public
welfare demands may be accomplished.

Pursuant to the suggestions of the President, representatives of the
railroads and representatives of their employees, after the adjourn-
ment of the last session of Congress, began conferences to ascertain
whether or not there was a basis on which they could agree and
present a plan for the adjustment of disputes. These conferences
were long continued and resulted in the agreement set out in the form
of the bill now under consideration.
As stated, both parties to this agreement have appeared before the

committee in advocacy- of the bill and have represented to the com-
mittee that in their belief the bill, if enacted into law, will promote
peaceful relationships between the carriers and their employees, will
prevent interruptions of transportation, and will amply protect the
paramount interests of the public in every way.
The committee has been impressed by the evident earnestness and

sincerity of both parties directly interested, as both have represented
to the committee that if the plan on which they have agreed is enacted
into law they will each feel under moral obligations to see that the
law works, that it will avoid interruptions of commerce, and will
protect the paramount public interest.
The first fundamental question with which the committee was

confronted was whether or not the provisions of the present labor
law, as contained in the transportation act, 19#0, should be repealed
and the Railroad Labor Board abolished.
In view of the fact that the employees absolutely refuse to appear

before the labor board and that many of the important railroads are
themselves opposed to it, that it has been held by the Supreme Court
to have no power to enforce its judgments, that its authority is not
recognized or respected by the employees and by a number of im-
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portant railroads, that the President has suggested that it would be
wise to seek a substitute for it, and that the party platforms of both
the Republican and Democratic Parties in 1924 clearly indicated
dissatisfaction with the provisions of the transportation act relating
to labor, the committee concluded that the time had arrived when
the labor board should be abolished and the provisions relating to
labor in the transportation act, 1920, should be repealed.
The question was consequently presented whether the substitute

should consist of a compulsory system with adequate means pro-
vided for its enforcement, or whether it was in the public interest
to create the machinery for amicable adjustment of labor disputes
agreed upon by the parties and to the success of which both parties
were committed.

Manifestly, it is unwise to commingle the two. One plan or the
other should be adopted.
The committee is of opinion that it is in the public interest to

permit a fair trial of the method of amicable adjustment agreed
upon by the _parties, rather than to attempt under existing condi-
tions to use the entire power of the Government to deal with these
labor disputes. If the plan proposed by the parties does not work,
it will then be proper to consider what other methods are essential
to protect the public interest in adequate and uninterrupted trans-
portation.
The only interest which, through its representatives, appeared in

opposition to the bill was certain associations of industrial and
manufacturing concerns. It is to be noted that these opponents of
the bill did not advocate the retention of the labor board or oppose
the repeal of the labor provisions of the transportation act of 1920.
They proposed certain amendments to the pending bill, which

they urged would be in the public interest.
These amendments related, except in one particular hereinafter to

be mentioned, to paragraph (8) of section 9, which deals with pro-
hibitions against the use of legal process to make an individual
employee work against his will, and to section 10 of the bill, which
relates to the emergency board.
As to paragraph (8) of section 9, it was urged that it should be

clarified so as certainly to apply only to the use of legal process against
an individual employee and so as not to apply to combinations or
conspiracies between several employees, or groups of employees, to
interrupt interstate commerce.

It was frankly stated by the advocates of the bill, both those
representing the carriers and those representing the employees, that
the purpose of the paragraph was to deal merely with individual
employees, to express only the constitutional right of individuals
against involuntary servitude, and was not intended to deal with
combinations, conspiracies, or group action. This construction has
been made abundantly clear by an amendment to the bill by which
the word "individual" has been inserted before the word " employee "
wherever the latter word appears in the paragraph.
It was further objected that section 10 of the bill should not make

the action of the President dependent upon a report from the board
of mediation, that it should authorize the emergency board to issue
compulsory process to obtain evidence, and that it should provide in
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express terms that no strike should occur until 30 days after the
report of the emergency board to the President.
The committee is of opinion that there is no danger to the public

interest in requiring a report from the board of mediation to the
President prior to the exercise by him of his discretion as to the ap-
pointment of an emergency board. The board of mediation is a body
composed entirely of representatives of the public with no connection
with either party, and it is inconceivable that this board would fail
to notify the President in case of a threatened interruption of com-
merce. Its members are subject to removal by him for malfeasance
in office, and it would undoubtedly be malfeasance in office for the
board to neglect to notify the President in case of public emergency.
Moreover, the provision referred to is a means of protecting the
President from unnecessary urgency on the part of the parties in
cases not requiring the exercise of Executive action.
It is not deemed by the committee necessary to invest the emer-

gency board with the compulsory power to secure testimony. The
period of 30 days at the end of which the board is to make its report
to the President, the practical fact that the merits of the case will
turn upon large and easily ascertained considerations, and that
neither party could decline to give all the information desired by the
board without the certainty of the concentration of public opinion
against that party, convince the committee that it is not essential
to bestow the power to issue subpoenas upon .the emergency board.
It is not expected that the board will go into a long drawn out inquiry
into details, for that, besides being unnecessary to intelligently
inform public opinion on the larger and controlling features of the
controversy, would preclude a very desirable class of men from
accepting appointment to such an exacting and prolonged duty.
The objection that the bill should in express terms forbid strikes

during the period of the inquiry by the emergency board and for 30
days thereafter is successfully met, in the opinion of the committee,
by the contention that in forbidding a change in the conditions out
of which a dispute arose, one of which and a very fundamental one
is the relationship of the parties, it already forbids any interruption
of commerce during the period referred to; and if strikes were in
express terms forbidden for a given period there might be an implica-
tion that after that period strikes to interfere with the passage of the
United States mails and with continuous transportation service
might be made legal. In the opinion of the committee, this possible
implication should be avoided.
The remaining objection above referred to was that the power of

the Labor Board, under section 307 of the existing labor act, to suspend
agreements between the parties as to wages the result of which
would have an effect upon rates should be in substance preserved by
mating that power in the Interstate Commerce Commission or in
some other public body.

This was objected to on the part of the representatives of the
employees for a number of reasons, among which was that the power
to control agreements as to wages between the employer and the
employee is, as they contend, unconstitutional under the cas& of
Wilson v. New (243 U. S. 332).
However this may be, there is an objection, which the committee

deem ' conclusive, to giving the Interstate Commerce Commission
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jurisdiction over agreements as to wages. That, in the committee's
opinion, would involve the commission in a field of fierce controversy,
which might, and probably would, impair its usefulness.
Undoubtedly, under section 15a of the interstate commerce act,

the Interstate Commerce Commission has jurisdiction, in fixing rates,
to examine into the carriers' expenditures of all sorts, and not to
increase rates to provide for extravagant expenditures, whether for
labor or for any other purpose.
In addition to the reasons above given, there was a fundamental

objection to making changes of a substantive character in the agree-
ment which the parties had reached. The proposals above mentioned
for amendments suggested that in the arrangement there should be
included provisions looking to force or compulsion. Viewed from that
standpoint, they are clearlyinadequate for the purposes of compulsion,
and, if compulsion is to be resorted to, it clearly should be of an ade-
quate character. If agreement is to be resorted to, the committee is
of opinion that the agreement should not be destroyed by placing in
the act provisions which would have that effect.
The committee was informed that in agreeing to the emergency

bo.ard the representatives of the employees had gone further than they
had ever gone before in the history of their organizations, that they
could go no further as a matter of agreement, and that, if what they
had agreed to was changed, the proposal would be deprived of the
attributes of agreement and the success of it would have to rest on the
legislation and not upon the agreement of the parties.
In the course of the hearings it was urged in opposition to the bill

that the argument in favor of the method proposed in it for adjust-
ment of disputes based on the fact of agreement between the carriers
and their employees lost its force when it is remembered that both
the Erdman Act and the Newlands Act were based on agreements,
and it was argued that neither of these worked satisfactorily. While
neither of these acts may have worked perfectly, it must be admitted
that each of them served a very important public service when the
results of the two acts are reviewed. A review of the results under
the Erdman Act will be found on page 37 and of the Newlands Act
on pages 50 and 51 of the bulletin of the United States Bureau of
Labor Statistics, No. 303, published in 1922.
Under all the circumstances, the committee is of opinion that the

public interest will best be promoted by the enactment of the bill in
its present form, and it attaches value to the fact that it establishes
good will and amicable relations between the parties and places upon
them the responsibility of seeing that it works so as to avoid any
impairment of the public interest. If it does not so work, Congress
will be unembarrassed in adopting any means it sees fit to protect the
public interest.

It will be noted that the President, in his message to Congress
delivered at the opening of the present session, having been informed
that the railroad managers and their employees had reached a sub-
stantial agreement as to what legislation is necessary to regulate
and improve their relationship, said:

It is gratifying to report that both the railroad managers and railroad employees
are providing boards fcrr the mutual adjustment of differences in harmony
with the principles of conference, conciliation, and arbitration. The solution
of their problems ought to be an example to all other industries. Those who
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'ask the protection of civilization should be ready to use the methods of ch Iliza-
tion.
A strike in modern industry has many of the aspects of war in the modern

world. It injures labor and it injures capital. If the industry involved is a basic
one it reduces the necessary economic surplus and, increasing the cost of living,
it injures the economic welfare and general comfort of the whole people. It
also involves a deeper cost. It tends to embitter and divide the community into
warring classes and thus weakens the unity and power of our national life.
Labor can make no permanent gains at the cost of the general welfare. All

the victories won by organized labor in the past Frc,.neration have been won through
the support of public opinion. The manifest in lination of the managers and em-
ployees of the railroads to adopt a policy of action in harmony with these prin-
ciples marks a new epoch in our industrial life.
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Mr. WARREN, from the Committee on Appropriations, submitted the

following

REPORT

[To accompany H. R. 10425]

The Committee on Appropriations, to which was referred 
the bill

(H. R. 10425) making appropriations for the legislative bra
nch of the

Government for the fiscal year ending June 30, 1927, an
d for other

purposes, reports the same to the Senate with various am
endments,

and presents herewith information relative to the chang
es made:

Amount of bill as passed House 

Amount added by Senate (net)

$16, 406, 727. 20

29, 190. 00

Amount of bill as reported to Senate_ __ __ 16, 435, 917. 20

Amount of appropriations, 1926_ _ _ __ 16, 257, 201. 80

Amount of estimates for 1927   16, 512, 381. 70

The bill as reported to the Senate is—

Under the estimates for 1927 76, 464. 50

In excess of the appropriations for 1926 178, 715. 40

The changes in the amounts of the House bill re
commended by

the committee are as follows:

INCREASE

Senate (net)  
$2, 470. 00
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Architect of the Capitol:

Senate Office Building 

Capitol power plant (transfer of $2,140 formerly carried
in appropriation for Supreme Court) 

Library buildings and grounds, repairs, etc 

$10, 000.

2, 140.

3, 500.

00

00

00

Total Architect of the Capitol_ __ 15, 640.00

Library of Congress:

Salaries 3, 800.00

Library Building, salaries 5, 280.00

Total, Library of Congress__ __ 9, 080.00

Government Printing Office:

Office of the Public Printer, salaries 2, 000.00

Total increase_ __ _ ______ _ 29, 190.00

Amount of bill as reported to Senate_ __  16,435, 917.20
The following amendments were approved by the committee, andthe chairman of the subcommittee authorized to offer the sameto the bill in the Senate:
On page 2, line 5, strike out "$1,310" and insert in lieu thereof$1,520.
On page 2, line 14, strike out "$4,500" where it first occurs andinsert in lieu thereof $5,000.
On page 2, line 14, strike out "$4,500" where it occurs the secondtime and insert in lieu thereof $5,000.
On page 2, line 15, strike out "$3,600" and insert in lieu thereof$4,200.
On page 2, line 16, strike out "$3,600" and insert in lieu thereof$4,200.
Page 3, line 15, strike out "$1,440" and insert in lieu thereof$1,520.
Page 4, line 18, strike out "$1,260" and insert in lieu thereof$1,520.
Page 7, line 8, strike out "$1,940" and insert in lieu thereof$2,400.
Page 7, line 14, strike out "$1,520" and insert in lieu thereof$1,800.
Page 7, line 14, strike out "five skilled laborers, at $1,310 each"and insert in lieu thereof the following: four skilled laborers at $1,440each; skilled laborer, $1,310.
Page 7, line 18, strike out "$1,010" and insert in lieu thereof$1,240.
On page 7, lines 21 and 22, strike out "$2,740" and insert in lieuthereof $3,300.
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On page 7, line 22, strike out "$1,840" and insert in lieu thereof
82,240.
On page 8, line 6, strike out the words "and one wagon master"

and in line 5, after the numerals "$2,150," insert: wagon master, 81,800.

0
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Mr. CAMERON, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany H. R. 99641

The Committee on Military Affairs, to which was referred the bill
(H. R. 9964), releasing and granting to the city of Chicago any and
all reversionary rights of the United States in and to the streets,
alleys, and public grounds in Fort Dearborn addition to Chicago,
having considered the same,. report with the recommendation that
it do pass.
The necessity for this legislation is set forth in the report of the

House Committee on Military Affairs, which is appended hereto and
made a part of this report as follows:

[House Report No. 669, Sixty-ninth Congress, first session]

This is a measure to bring about a desired settlement as to possible reversi
onary

rights of the United States in and to the streets, alleys, and public ground
s in

Fort Dearborn addition to the city of Chicago. The subject was gone into at

length by your committee, the Hon. Martin B. Madden explaining in
 detail the

condition existing according to the corporation counsel of Chicago. The subject

is also explained in the letter of the Secretary of War, which is ma
de a part of

this report, as follows: WAR DEPARTMENT,
Washington.

Hon. JOHN M. MORIN,
Chairman Committee on Military Affairs,

House of Representatives.

DEAR MR. MORIN : In compliance with your request (undated)
 I am pleased

to submit the following report on bill H. R. 9964.

The proposed legislation provides as follows:
"Be it enacted by the Senate and House of Representatives of t

he United States of

America in Congress assembled, That any and all reversionar
y right, title, or

interest which the United States now has in and to any and a
ll of the streets,

alleys, or public grounds in Fort Dearborn addition to Ch
icago in the southwest

quarter of fractional section 10, township 38 north, range 1
4 east of the third

principal meridian, in Cook County, Illinois, and any and all right
, title, or interest
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which the United States may hereafter acquire in or to any of said streets, alleys,
or public grounds or any part thereof by virtue of the vacation or alteration of
the same, or any part thereof, or by reason of any change in the use thereof, or
any additional burden placed thereon be, and the same hereby are, released
and granted to and vested in the city of Chicago to be held by it upon the same
tenure and subject to the same conditions and limitations on which it now
holds other streets, alleys, and public grounds within its boundaries dedicated
by private individuals.
" SEC. 2. An emergency, existing this act shall be in force from and after its

passage."
In 1824, upon request of the then Secretary of War, the southwest quarter of

fractional section 10 containing about 57 acres, and within which Fort Dearborn
was situated was formerly reserved by the Commissioner of the General Land
Office from sale and for military purposes. The lands so reserved were sub-
divided in 1837 by authority of the then Secretary of War—he being represented
by one Matthew Birchard, Solicitor of the General Land Office, as special agent
and attorney for that purpose--into blocks lots, streets, and public grounds
called the "Fort Dearborn addition to Chicago" and in 1839 a plat thereof was
made and acknowledged by Birchard as such agent and attorney, and was
recorded in the recorder's office of Cook County, State of Illinois, in Book H,
page 322, as the "Fort Dearborn addition to Chicago." After recordation of
this plat the then Secretary of War, under authority of the act of Congress
approved March 3, 1819 (3 Stat. 520), through his agent and attorney, Matthew
Birchard, placed upon the market for sale the lots shown upon the plat, which
were sold and conveyed by the United States to divers persons. The plat above
referred to in addition to showing blocks, lots, streets, alleys, etc. showed a tract
of land designated as "public ground forever to remain vacant of buildings."
The statutes of Illinois of February 27, 1833 (Rev. Stat. of Illinois, par. 833,

p. 599), then in force for the making and recording of town plats, provided that
every donation or grant to the public, marked or noted as such on the plat,
should be deemed in law a sufficient conveyance to vest the fee simple title, and
that "the land intended to be for streets, alleys, ways, commons, or other public
uses, in any town or city, or addition thereto shall be held in the corporate name
thereof in trust to and for the uses and purposes set forth and expressed or in-
tended." The Supreme Court of the United States in U. S. v. Illinois Central
Railroad Co. (154 U. S., p. 225), in a decision with respect to the title to the lands
dedicated by the filing of the above plat, held that:
"The effect of the recording of the plat in this case was therefore to vest in the

city of Chicago the legal title to the streets, Alleys, and public ground in Fort
Dearborn addition, and after its execution and record and sale of the abutting
property the United States retained no interest in them, legal or equitable.
That interest was as completely extinguished as if made by an unconditional
conveyance in the ordinary form."
In Gebhardt v. Reeves (75 Ill. 301), the court said:
"Under our statute, by the making, acknowledging, and recording of the plat

of a town, addition, or subdivision of lots, the owner of the land voluntarily parts
with all his title to the streets and alleys, and transfers it to the corporation. The
legal effect is precisely the same as if he had made a direct conveyance to the
corporation, in trust for the public. All interest in the estate that was in the
owner becomes vested in the corporation. No limitation is fixed to the existence
of the trust. It may endure forever. Until the municipality shall elect to
abandon the use of the streets and alleys, the former owner had no interest what-
ever in the land embraced within them—absolutely nothing, within any definition
of estate or property, that he could sell and convey. It had all passed to the
corporation by the former grant, subject only to the possibility it might revert
to him if the contingency ever happened the municipality should ever abandon
the trust."

While the Supreme Court of the United States has held that the United States
parted with all its interest in said streets, alleys, and public grounds, it did not
express an opinion as to whom the lands comprised in said streets, alleys, and
public grounds would revert upon their abandonment or vacation. This ques-
tion is answered in the above opinion of Gebhardt v. Reeves to the effect that
upon the abandonment of such streets, alleys, and public grounds, the lands
comprised therein will revert to the former owner.
From the above it is plain that the United States has released all its interest

in the lands comprising said streets, alleys, and public grounds to the city of
Chicago. However, the possibility exists that the said lands might revert to
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the Government, and it is assumed the proposed legislation is sought in order
to extinguish this possibility. While a possibility of reverter can not be assigned
or conveyed, unless made so by statute (21 C. J. 1018), it may be extinguished
by a release to the holder of the fee. (Tiffany on Real Property, vol. 1, pp.
474-475.) As the United States has only a mere possibility of reverter in the
lands in question, which can not be said to be an estate in any sense of the word,
but merely the possibility of acquiring an estate (Tiffany on Real Property, vol.
1, p. 473), no objection is seen by the War Department to releasing to the city
of Chicago such possibility of reverter.

Section 2 of the bill provides as follows: "An emergency existing, this act
shall be in force from and after its passage." As an act of Congress becomes
effective on the date of its approval by the President, the above section would
appear to be unnecessary and inapplicable.

Subject to the elimination of section 2 from the bill, the War Department has
no objection to offer to the enactment thereof.

Sincerely yours,
HANFORD MACNIDER,

Acting Secretary of War.

Under the circumstances your committee urge prompt and favorable action.

S R-69-1—vol 2-31
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Mr. WATSON, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany S. 3440]

The Committee on Interstate Commerce, to whom was referred
the bill (S. 3440) to regulate interstate transportation of black bass,
and for other purposes, having considered the same, recommends
that it do pass, without amendment.

This bill is intended to aid in the conservation of black bass by
assisting the enforcement of State statutes. It is not a violation or
usurpation of State authority; it merely supplements State authority
by aiding the enforcement of State opinion expressed in legislative
enactment.

It will not prevent the transportation of bass caught or carried by
individuals for their own use under the limitation made by the State
where procured.

It will strengthen the laws of any State wherein the taking of bass
commercially is prohibited. In some States, where such law is now
on the statute books, its effect is nullified by the fact that black bass
are shipped out of the State in barrels, with rough fish at the top
and bottom and the bass in between.
A State which, for conservation purposes, denies for a limited

period the sale of black bass to its own citizens frequently finds that
its State enactments are nullified by bass being taken from the waters
of its own State, where its commercial use is prohibited to its own
citizens, and transported from that State and sold to the citizens of
another State; thus destroying the State conservation program and
giving to the citizens of another State the benefit of commercial con-
sumption which is denied its own citizens.
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BLACK BASS

Scientists state that the yearly toll of black bass in this country is
so great compared with the yearly hatch that this greatest of Ameri-
can game fishes is certain to become extinct within 10 years unless
extraordinary efforts are made to protect it.
The Bureau of Fisheries, and other scientific bodies, declare that

black bass would become practically extinct if not protected while
on their spawning beds.

Scientific bodies devoted to the study of fish conservation, such
as the American Fisheries Society, are so aroused over the danger of
extinction of black bass that they have repeatedly within the past
few years sent letters to our various State governments setting
forth the absolute need of protecting black bass during the spawning
season.
The black bass is different from any other American fish. It must

select its own spawning bed, and the male zealously guards the bed
until the spawn is hatched, and then protects the baby fish and
teaches them how to live.
The bass is undoubtedly the great American game fish and the

favorite fish of millions of the rank and file of American anglers.
It is found in all American fresh waters, ponds, lakes, and streams.
It comes from under the firs and birches in the St. Lawrence Basin
and in the Everglades under the overhanging moss in Florida and
Louisiana.

Its principal and natural home is in the Mississippi River Basin.
Agile and strong, inch for inch and pound for pound, he is the great-
est fighting fish that swims. True to his mate, hard to catch, better.
to eat, the fresh water bass is the typical American fish. Pugnacious
and aggressive, they axe none the less companionable mates, for
both build the nest, the female lays the spawn, the male performs
his part, and, as the family grows, the male defends the nest like
our frontiersman did his cabin.
In 22 days the tiny eggs are hatched. In a few days little minnows,

swim, guarded by the circling male. For three weeks they live in a
little group, moving together. In one year they weigh 1 pound,
and in two years 2 pounds, and are ready for the table.
It has been demonstrated by scientists that artificial black bass

hatcheries can not be made profitable for our State and National
Governments, the cost of operation being too great when compared
with the output.
Black bass can not be artificially propagated the same as trout and

other fishes, but must be given protection and permitted to reproduce
under natural conditions.
The bass is to be found from Manitoba and the St. Lawrence, the

Great Lakes region, through the entire extent of the Mississippi
Basin, and in the waters on both sides of the Alleghenies.

CONSERVATION

The lakes, rivers, and streams where these fish are found are public
property, open to the rich and poor alike. Fishing is the least
expensive of all sports. It gives the youngest boy his first contact
with nature, his first feeling of mastery.
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With good roads and the automobile annihilating distance andtime, where formerly one person fished on our streams, rivers, andlakes thousands now line their banks, requiring continual restockingand creating a new and tremendous drain upon the fish supply.It is difficult to estimate the value of bass caught by tourists, butfrom information obtained by the Bureau of Fisheries from various.States it appears that 850,000 licenses were issued by them in 1923.The total revenue obtained by the States from these licenses amountedto approximately $10,000,000. Other authorities have estimated

that 7,500,000 pounds of fish were taken by tourists.
Where a State finds that it must conserve its black bass and itspower to do so is curtailed, Federal assistance in enforcing State

determination can only be objected to by those persons who try to
violate the laws of their own State.

This is not a sportsman's bill. It is for the rich and poor alike.
It is to preserve for those that come after us the things we have
enjoyed.

CONSTITUTIONALITY

As stated by the solicitor's department to the Bureau of Fisheries,
this act is modeled after the Lacey Act, approved May 25, 1900.
Its constitutionality is not in dispute.

The Lacey Act, amongst other things, prohibited the transporta-
tion of birds and animals killed or shipped in violation of the laws of
the State, Territory, or District in which they were killed or from
which they were shipped.
The following is a report from the Department of Commerce with

reference to an identical bill in the House of Representatives:
DEPARTMENT OF COMMERCE,

Washington, December 20, 1924.Hon. SAMUEL E. WINSLOW,
Chairman Committee on Interstate and Foreign Commerce,

House of Representatives.
MY DEAR CONGRESSMAN: In response to your request of the 13th for a report

from this department on H. R. 10690, entitled "To regulate the interstate trans-portation of black bass, and for other purposes," I take pleasure in transmitting
herewith, in duplicate, a memorandum prepared by the Commissioner of the
Bureau of Fisheries on this measure.

Faithfully yours,
HERBERT HOOVER,

Secretary of Commerce.

DEPARTMENT OF COMMERCE,
Washington, December 22, 1924.

Memorandum for the Secretary.
Referring to the letter of December 13, addressed to you from the chairman

of the House Committee on Interstate and Foreign Commerce, requesting a
report on H. R. 10690, I beg to advise that in the opinion of this bureau the
bill in question is a constructive one which will aid in the conservation of the
black bass.
The black bass are primarily game fishes of special interest to anglers. As

commercial food fishes they are relatively unimportant, as shown by the catch
by geographical sections, which follows:

Middle Atlantic States, 1920, 419,888 pounds, value, $63,494; South Atlantic
States, 1918, 551,125 pounds, value, $63,137; Mississippi River and tributaries,
1922, 73,554, pounds, value, $10,874; Great Lakes, 1922, 2,000 pounds, value,
$200,
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In such boundary waters as the Potomac River it has been especially difficult
for the State authorities to control the situation. During the winter months
when the bass are congregated together in the deeper waters in a more or less
dormant condition it is not difficult for the fishermen to seine these fishes in
such quantities as to seriously deplete the supply. If, as provided by the terms
of this bill, their shipment out of States in which their sale is illegal is prohibited,
better control over the natural supply will be possible. This will also result in
better cooperation between the States and the Federal Government in keeping
the waters stocked by artificial propagation.
I am advised by the department's solicitor that H. R. 10690 is modeled after

tile Lacey Act, approved May 25, 1900 (31 Stat. 188), which was held constitu-
tional by the circuit court of appeals in the case of Rupert v. United States, 181
(Fed. 87).

HENRY O'MALLEY,
Commissioner Bureau of Fisheries.
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1st Session No. 614

CONFER JURISDICTION ON THE COURT OF CLAIMS

APRIL 5 (calendar day, APRIL 17), 1926.—Ordered to be printed

Mr. CARAWAY, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 18571

The Committee on the Judiciary, to whom was referred the bill
(S. 1857) to confer jurisdiction on the Court of Claims to certify
certain findings of fact, and for other purposes, having considered
the same, beg leave to report the same with the recommendation
that it pass without amendment.
In the Sixty-sixth Congress a bill similar to this was reported

favorably from this committee, and a bill like this, Senate bill No.
411, passed the Senate January 19, 1920, and was favorably re-
ported by the House Committee on the Judiciary May 6, 1920,
House Report No. 933. The following from the report on the bill
in the Sixty-sixth Congress is submitted in explanation of this bill:

This bill is intended to secure the payment of certain just debts owed by the
United States to certain officers of the United States Army for what is known
as longevity pay, for length of service.
In all branches of the military service the amount of pay which an officer

receives is dependent upon the length of time he has served. Each grade has a
certain fixed pay, and additional pay is given for each period of five years, for
four successive periods.
By the act of June 15, 1870, an allowance of 10 per cent of the salary of each

officer in money was allowed.
On February 24, 1881 (21 Stat. L. 346), Congress provided "the actual time

of service in the Army or Navy, or both, shall be allowed all officers in com-
puting their pay."
In the test case of Morton v. United States (19 C. Cls. 200) the Court of

Claims held that the term "actual time of service," as used in the act of 1881,
covered the time spent as a cadet at the Military Academy. On appeal to the
United States Supreme Court this decision was affirmed on October 27, 1884
(U. S. v. Morton, 112 U. S. 1).

About five years ago Congress by statute discontinued pay based on service
at the Military Academy.
* 4-24-26
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This bill is intended to cover certain claims which accrued prior to the last-
named action of Congress. There is no question raised, nor can any be raised,
as to the legality of the claims in question. They are lawful debts owing by the
United States to these officers.

After the decision of the Supreme Court above quoted many claims for this
additional pay were allowed and paid by the Treasury Department of our Gov-
ernment.
Had it not been for a change of comptrollers in the Treasury Department all

of these claims would have been allowed and paid. But in 1890 a man came to
that office who, in defiance of the Supreme Court ruling, refused to count the
period served at the academy in computing the pay, and from 1890 down to
1908 this was the ruling of the Treasury Department. All whose claims were
presented within those dates had their claims disallowed.
In 1908 a new comptroller returned to the original ruling and the decision of

the Supreme Court, and allowed the disputed period to time spent at the academy
in computing the pay, in accordance with the Supreme Court decision.

This did not help those whose claims wese disallowed in the interval, 1890 to
1908, for the comptroller held he had no power to reverse the ruling of the former
,comptrollers.

After 1908, 1,136 officers, whose claims aggregated nearly $1,000,000, were
paid.
By reason of the act of Congress passed July 6, 1914, the claims of about 140

Confederate officers for longevity pay due them prior to entering the Confederate
Army, viz, prior to April, 1861, were paid, aggregating about $150,000.
The bill if passed will cover the batch of claims disallowed between 1890 and

1908.
Some of these claims were proved in the Court of Claims, but remain unpaid.

These, the bill provides, shall be certified to the Treasury Department and paid.
As to the remainder, the act provides that they shall be paid by the accounting
officer of the Treasury Department.

The bill confines recovery to the claimant or his widow, or his blood relations.
No assignee of any claim can recover on it. The claims can not become the

prey of attorneys, for the fee is limited to 10 per cent on amount recovered, which
seemed to the committee to be a just allowance and one in keeping with precedents
already established by Congress.

These claims can not be presented to the Court of Claims, for there the statute
of limitations would bar them.
They can not be presented to the Treasury Department, for the decision of the

comptroller, which will not be reversed by a succeeding comptroller, is a complete
bar. Nothing but an act of Congress can relieve this situation. The debt is a
just one. The Congress is conferring no favor by this legislation, but merely
remedying a wrong done to these claimants.
The Confederate claims, although a third of a century old, were paid.
The mass of claims already paid were largely outside the statute of limitations.
The age of these claims should not stand against them. In fact to deny them

now is to penalize those who were vigilant, for it these claims, which were
presented and disallowed by an unjust ruling. This wrong should be righted.
It is unfair to pay some and not pay all. This bill is intended to wipe out the
wrong and remove a gross injustice.
Not only have committees of this House repeatedly recommended these pay-

ments but bills have several times passed one House and failed in the other,
being lost in the mass of legislation left without action. In addition, the present
Secretary of War wrote to the Military Affairs Committees of both the Senate
and this House saying these claims should be paid. The following is a copy of
the letter from the Secretary of War:

WAR DEPARTMENT,
Washington, D. C., January 24, 1917.

The CHAIRMAN COMMITTEE ON MILITARY AFFAIRS,
House of Representatives.

SIR: I have the honor to call your attention to what appears to be unjust dis-
crimination against certain officers of the Army in the loss by them of the amounts
represented by their claims for longevity pay provided for in the act of July
5, 1838, that—
"Every commissioned officer of the line or staff, exclusive of general officers,

shall be entitled to receive one additional ration per diem for every five years
he may have served or shall serve in the Army of the United States."
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The question of counting cadet service and service as enlisted men arose some
years ago, and the then Comptroller of the Treasury ruled that service as a cadet
at West Point was not considered service in the Army. The matter finally
reached the Supreme Court, and on March II, 1889, that body ventured a
decision that—
"Cadets at West Point were always part of the Army, and that services as a

cadet was always actual service in the Army," etc.
It appears that the claims of all of those officers which were presented prior

to 1908 were disallowed, but that the officers who presented identical claims after
another decision of the assistant comptroller in May, 1908, had their claims
allowed and paid. The present Comptroller of the Treasury declares himself
powerless to reopen such claims, no matter how just they may be, unless
authorized by Congress to do so.

Accordingly, I have the honor to recommend that suitable legislation be
enacted authorizing the Comptroller of the Treasury to reopen the claims of all
officers who are entitled to longevity pay under the act cited.

Very respectfully,
NEWTON D. BAKER,

Secretary of War.



.
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let Session No. 615

AMEND SECTION 87 OF THE JUDICIAL CODE

APRIL 19, 1926.—Ordered to be printed

Mr. CintanNs, from the Committee on the Judiciary, submitted th
e

following

REPORT

[To accompany H. R. 9829]

The Committee on the Judiciary, having had under consideratio
n

the bill (H. R. 9829) to amend section 87 of the Judicial Code, rep
orts

the same with the recommendation that the bill do pass. The only

change made in the present law by this bill is to provide for a ter
m of

court at Worcester, Mass., at no additional expense to the Uni
ted

States.
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ist Session No. 616

DIVIDING THE JUDICIAL DISTRICTS OF SOUTH
CAROLINA

APRIL 19, 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 3028]

The Committee on the Judiciary, having had under consideration
the bill (S. 3028) to divide the eastern district of South Carolina intofour divisions and the western district into five divisions, reports thesame with the following amendments;
On page 3, line 1, after the word "all" insert the word "criminal."
On page 3, line 1, strike out the words "both civil and criminal,"

and insert the word "shall."
On page 3, line 2, strike out the words "the cause of action arisesor" and insert the word "the."
The committee recommends that the bill as so amended do pass



Calendar No. 628
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1st Session No. 618

THE PROTECTION OF THE WATERSHEDS OF NAVI-
GABLE STREAMS

APRIL 19, 1926.—Ordered to be printed

Mr. MCNARY, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany H. R. 9039]

The Committee on Agriculture and Forestry, to which was re-
ferred the bill (H. R. 9039), to amend section 8 of the act approved
March 1, 1911 (36 Stat. 961), entitled "An act to enable any State
to cooperate with any other State or States, or with the United
States, for the protection of the watersheds of navigable streams and
to appoint a commission for the acquisition of lands for the purpose
of conserving the navigability of navigable rivers," having consid-
ered the same, report favorably thereon with the recommendation
that the bill do pass without amendment.
The bill has the approval of the Department of Agriculture, as

will appear from the report submitted from the House Committee on
Agriculture, which reads in part as follows:

Section 8 of the act approved March 1, 1911 (36 Stat. 961), is as follows:
"That the Secretary of Agriculture may do all things necessary to secure the

safe title in the United States to the lands to be acquired under this act, but
no payment shall be made for any such lands until the title shall be satisfactory
to the Attorney General and shall be vested in the United States."
The Department of Agriculture has advised that in the acquisition of lands

under this act it not infrequently happens that the only way to secure a satis-
factory title is by condemnation proceedings. These are usually of a friendly
nature and solely for the purpose of securing good title. In condemnation pro-
ceedings it is required that the value of the lands be paid into the court before a
final decree is rendered by the court in the proceedings. The Attorney General has
recently held under the above-quoted section 8 he can not approve a title until
it is vested in the United States. Title can not vest in the United States until
the amount awarded in condemnation has been paid into the registry of the court
and final decree has been entered. The Secretary of Agriculture, however, can
not pay the award into the registry of the court until title has been approved by
the Attorney General. Strictly interpreted, section 8, as at present worded,
establishes an impossible condition which nullifies the act of March 1, 1911, in
all cases where condemnation is necessary to perfect title. This bill proposes
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to amend the act in order to correct this situation and make it possible to pro-
ceed in these condemnation suits in a lawful manner. The draft of bill was con-
sidered by the Solicitor for the Department of Agriculture as well as by a repre-
sentative of the Department of Justice, and it is reported that it will accomplish
the desired result.
A letter to the chairman of the committee from the Acting Secretary of Agri-

culture in reference to the bill is as follows:
FEBRUARY 19, 1926.

Hon. GILBERT N. HAUGEN,
Chairman Committee on Agriculture, House of Representatives.

DEAR MR. HAUGEN: Reference is made to your request of February 9 by
telephone for report on House bill 9039, a bill to amend section 8 of the act
approved March 1, 1911 (36 Stat. 961), entitled "An act to enable any State
to cooperate with any other State or States, or with the United States, for the
protection of the watersheds of navigable streams and to appoint a commission
for the acquisition of lands for the purpose of conservicg the navigability of
navigable rivers."

Section 8 of the above-mentioned act authorizes the Secretary of Agriculture
to do all things necessary to secure the safe title in the United States to the
lands which may be acquired under the act. It further provides that no pay-
ment shall be made for any lands until the title shall be satisfactory to the
Attorney General and shall be vested in the United States.
It not infrequently happens that the only way to secure a satisfactory title

is by condemnation proceedings. These are usually of a friendly nature and
solely for the purpose of securing good title. In condemnation proceedings it
is required that the value of the lands be paid into the court before a final decree
is rendered by the court in the proceedings. The Attorney General has recently
held under the above-mentioned section 8 he can not approve a title until it is
vested in the United States. Title can not vest in the United States until the
amount awarded in condemnation has been paid into the registry of the court
and final decree has been entered. The Secretary of Agriculture, however,
can not pay the award into the registry of the court until title has been ap-
proved by the Attorney General. Strictly interpreted, section 8, as at present
worded, establishes an impossible condition which nullifies the act of March
1, 1911, in all cases where condemnation is necessary to perfect title.
In order to correct this situation and make it possible to proceed in these

condemnation suits in a lawful manner, the proposed amendment of the act of
March 1, 1911, as shown in H. R. 9039, is suggested. The draft of bill was
considered by the solicitor for this department as well as by a representative
of the Department of Justice, and I am informed, will accomplish the desired
legislation. I accordingly recommend that the bill be favorably reported by
your committee.

Sincerely yours,
R. W. D17NLAP, Acting Secretary.
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THE ESTABLISHMENT OF A FOREST EXPERIMENT
STATION IN PENNSYLVANIA

APRIL 19, 1926.—Ordered to be printed

Mr. MCNARY, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany S. 2516]

The Committee on Agriculture and Forestry, to which was referred
the bill (S. 2516) for the establishment and maintenance of a forest
experiment station in Pennsylvania and the neighboring States,
having considered the same, report favorably thereon with the
recommendation that the bill do pass, with the following amendment.
On page 2, line 3, strike out "$75,000" and insert in lieu thereof

"$30,000."
The bill has the approval of the Department of Agriculture, as

will appear by the following letter, which is made a part of this
report:

DEPARTMENT OF AGRICULTURE,
Washington, March 3, 1926.

Hon. GEORGE W. NORRIS,
Chairman Committee on Agriculture and Forestry,

United States Senate.
MY DEAR SENATOR: Receipt is acknowledged of a request dated January

16 from the clerk of your committee for a report on Senate bill 2516, "For
the establishment and maintenance of a forest experiment station in Penn-
sylvania and the neighboring States."
On February 6, 1925, the Secretary of Agriculture, in response to a request

on a similar bill, submitted a report to your committee, a copy of which is inclosed.
The general situation which would require the establishment of a forest experi-
ment station becomes more and more urgent as year after year the depletion of
our forests proceeds at a rate far in excess of renewal. The department has
formulated and has been gradually carrying out a program of a forest experiment
station in each important forest region in the United States. Pennsylvania and
the adjacent territory now constitute one of the few regions left in which at
least a small start has not been made toward the establishment of a station.
The department regards Senator Reed's bill as a constructive measure of great
merit and importance, and recommends favorable consideration of the proposal
to establish such an experiment station..
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Upon reference of the matter to the Bureau of the Budget the department is
advised that if S. 2516 were amended so as to authorize an appropriation of not to
exceed $30,000 it would not be in conflict with the financial program of the
President.

Sincerely yours,
R. W. DUNLAP, Acting Secretary.

The report of Secretary Gore, dated February 6, 1925, mentioned
in the above-quoted communication, is as follows:

FEBRUARY 6, 1925.
Hon. GEORGE W. NORRIS,

Chairman Committee on Agriculture and Forestry,
United States Senate.

MY DEAR SENATOR: I have received from the clerk of your committee a request
dated January 12, for a report on Senate bill 3877, which proposes to establish a
forest experiment station in Pennsylvania and adjoining States.
The plan proposed for the establishment of this station fits in with the depart-

ment's program of regional forest experiment station outlined in the inclosed
Department Circular 183. I believe the proposal to establish such a station is
sound, and recommend that provision for the same be made as soon as the finan-
cial conditions permit. I am also inclosing for the information of the committee
a statement submitted by the Chief Forester which explains in detail the need for
the station and the work it would do if established.

If further information is desired by the committee I shall be glad if you will
let me know.

Sincerely yours,
HOWARD M. GORE, Secretary.

FEBRUARY 7, 1925.
Submitted to the Bureau of the Budget, pursuant to Circular No. 49 of that

bureau, and returned to the Department of Agriculture under date of February
6, 1925, with the advice that there is nothing in the foregoing which is in conflict
with the financial program of the President.

Memorandum for the Secretary.
DEAR MR. SECRETARY: In accordance with the request of the Senate Committee

on Agriculture and Forestry, I am very glad to explain the need for a forest
experiment station in Pennsylvania and the adjoining States and how Senate bill
3877 fits into the department's program of regional forest experiment stations.
For several years in attempting to formulate an adequate forest policy we have

urged forest research as a basic part of the program of timber growing. In the
growing of farm crops there was built up, before agricultural experiment stations
were thought of, a rule-of-thumb tradition of farming. In the case of timber
crops, we have absolutely no comparable tradition, and now, faced with forest
destruction on an unparalleled scale

' 
we know little of the methods needed to

restore our forests to productivity. It is the object of forest research to supply
this knowledge. Considering the fact that timber is being cut and destroyed four
times as fast as it is being replaced by new growth, considering that our last great
reserves of old-growth forests—those in the Pacific States and the Rocky Moun-
tains—are already being vigorously attacked to supply our eastern markets,
considering that we have 81,000,000 acres of denuded land and 250,000,000 acres
of second-growth, mostly of inferior character, I think it is plain that speed is
essential in getting this needed knowledge of timber growing.

It is to supply this knowledge, and to supply it as speedily as possible, that the
department has developed its program of forest experiment stations. The plan
is to establish such a station in each of the 10 or 12 chief forest regions of the
United States. Stations have so far been established in the southern pine region,
the southern Appalachian Mountains, the northeast (including New England and
New York), the Lake States (Michigan, Minnesota and Wisconsin), the northern
Rocky Mountains, and the Pacific Northwest (Washington and Oregon).

Additional stations are needed, one for California, one for the Southwest
(Arizona and New Mexico), one for the central Rocky Mountains, one for the
central hardwood belt from Ohio westward to the Mississippi, and one for Penn-

JANUARY 31, 1925.
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sylvania and the surrounding region. The last-named station will close the
gap between the northeastern and the Appalachian stations.
The need for such a station in Pennsylvania and the adjoining regions is

clearly illustrated by the forest history of Pennsylvania. This station would
be a regional one, covering the central Appalachian Mountains and adjacent
regions. Pennsylvania is typical of the region, and I will therefore give some
facts about Pennsylvania's forest history. The entire State (containing nearly
29,000,000 acres) was originally forested, with the exception of a few natural
meadows and bare mountain tops. To-day only a few small patches of the
original forest remain, and great stretches of mountain land that once bore heavy
stands of timber are now producing little of any value. Although nominally
the State still contains 13,000,000 acres of forest land, nearly one-third of it
bears practically no timber growth, or growth of inferior quality. These forests
are growing each year only about one-third of a billion cubic feet of wood. If
well handled, these same forests will produce about 1,000,000,000 cubic feet,
which is just about the present consumption of wood in Pennsylvania. It is
,thus obvious that nearly half the land in Pennsylvania is unproductive or at
best only partly productive. A forest experiment station would study these
forests and learn the steps by which this land can be made more productive.
In 1860 Pennsylvania manufactured more lumber than any other State in the

Union, and remained first or second in rank until 1890. In 1900 Pennsylvania
dropped to fourth place in 1909 to fourteenth, and in 1923 to twenty-second.
The pulp and paper industry of Pennsylvania imports 70 per cent of its pulp
woad. The anthracite mines, which are heavy users of wood, must rely largely
on timber from the South. The railroads must import ties and other timber.
The situation is similar in a great many industries.
• It was as recently as 1908 that Pennsylvania ceased to be a wood-exporting
State and became a wood-importing State. The State now imports 87 per cent
of the sawed lumber it consumes and pays a freight bill of $20,000,000 to
$25,000,000 each year to haul it in.

Pennsylvania is in the very heart of the industrial region, with its enormous
demands for timber. It has abundant nonagricultural land, largely idle, to grow
as much timber as it now uses. This is not merely a State problem; it is a regional
one, because our greatest present need is to grow timber in all the Northeastern
States. To set this land at work growing timber can not, of course, be done
overnight, but one of the steps in getting the process started is forest research
by a forest experiment stations
New Jersey likewise has a land and forest problem. Although practically all

the original forest has disappeared, the State still has 2,000,000 acres of second-
growth and cut-over woodland, nearly half its total area. Most of this forest
land is in rough, hilly country or on the sandy coastal plain, and for most of it
timber is the only feasible product. Three-fourths of it has been so recently
cut or burned over as to have merely a potential forest value.
New Jersey, with its dense population, consumes about 700,000,000 board

feet of lumber annually. As recently as 1880 New Jersey produced 110,000,000
board feet of timber from her own forests, but now its sawmills cut only 15,000,000
feet, leaving 98 per cent to be imported. Considering sawed lumber and all
other timber products, New Jersey imports three-fourths of its total consump-
tion. Yet the available nonagricultural lands will, under forest management,
yield nearly as much timber as is now consumed within the State.

Delaware, Maryland, and southeastern Ohio present very similar forest con-
ditions—of productive forest lands denuded, burned over, and neglected, and
needing intelligent care to return to normal productiveness.
The following investigations are typical of the work that ought to be done

by an experiment station in this region:
Determining the areas that need to be planted, developing successful methods

of raising both conifer and hardwood nursery stock, and determining satis-
factory and economical methods of planting young forests and caring for them
after planted.

Developing satisfactory methods of natural regeneration so that as mature
timber is cut it will be f011owed by a natural young growth, making planting
unnecessary.

Studies of the growth and yield of different types of forests.
The distribution and characteristics of native trees, and the possibilities of

exotic species.
The study of forest fires, their prevention and suppression; means of predicting

dangerous forest-fire conditions so as to take adequate measures of preparation;

S R-69-1—vol 2-32
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reducing inflammability and hazard of forests by brush disposal and other
means; and improving the technique of fire fighting.
The handling of second-growth forests so as to eliminate inferior trees and

produce high-quality growth.
Salvaging chestnut killed by the chestnut blight and replacing it with other

species.
The department recognizes that the forest problem is not merely a local one

to be left to the individual States for solution. It has become an interstate and
national problem; the main producing and consuming regions are not determined
by State lines. Every acre of forest land that is kept productive relieves the
drain on our total forest resources. It is obvious that in a national problem of
such magnitude the Federal Government must work hand in hand with the
States.

There are good reasons to believe that the advance of timber growing by private
owners in the East will be fairly rapid. We must be prepared to supply these
owners as well as public foresters with the knowledge needed for growing timber.
As much of this knowledge must be derived from long-time experiments, we can
not begin experimental work any too soon.

Very sincerely yours,
W. B. GREELEY, Forester.
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1st Session No. 620

EXTENSION OF LIABILITY OF INITIAL CARRIERS

APRIL 19, 1926.—Ordered to be printed

Mr. GOODING, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany S. 1344]

The Committee on Interstate Commerce, to whom was referred
the bill (S. 1344) to amend paragraph (II), section 20, of the interstate
commerce act, beg leave to report the same with the recommendation
that it pass, with the following amendment:
In line 16, page 2, strike out the word "transferred" and insert

in lieu thereof the word "transported."
The purpose of the bill is to extend the existing liability of the

initial carrier for loss, damage, or injury to property transported on
a through bill of lading by two or more carriers to cases where the
final destination has been changed by the shipper while the property
is en route. Since the adoption of the Carmack amendment to the
interstate commerce act many years ago the shipper has had the
right to hold the initial carrier on a through bill of lading responsible
for loss or damage occuring to the shipment on any line participating
in the haul. This right has been of great value to shippers and to
commerce in general and the railroads soon adjusted themselves to
the situation. With the rapid increase of our population, especially
the population of great cities, and the development of a vast and
varied demand for articles of consumption, especially fruits and
vegetables, with the growing number and value of shipments for
long distances from areas of production to areas of consumption
over connecting lines, it frequently happens that after a car of
produce has started on its way a better market develops at some
•other consuming center than that of original destination. In such
cases the shipment is reconsigned and diverted by wire to a new
destination, but if damage or loss occurs after the reconsignment
or diversion the shipper may no longer look to the first carrier, but
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is put to great expense and inconvenience in endeavoring to adjust
damages at a point remote from place of production. This means a
distinct burden and handicap on commerce. The committee feels,
therefore, that the principle of the existing law is adapted to present
conditions by this bill and that it should pass.

0
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Mr. TYSON, from the Committee on Claims, submitted the following

REPORT

[To accompany S. 27411

The Committee on Claims, to whom was referred the bill (S. 2741)
for the relief of the State of Ohio, having considered the same, report
favorably thereon with the recommendation that the bill do pass
without amendment.
On October 1, 1923, the disbursing clerk, Department of Agricul-

ture, drew check No. 966745 for $29,812.78 in favor of the State
treasurer of Ohio this amount being a payment for certain Federal-
aid road funds that were due the State of Ohio.
The check was lost in transit in the mails, and the Treasurer of

the United States stopped payment on same.
According to the decision of the Comptroller of the Treasury under

date of April 30, 1921, copy of which appears in the record, the dis-
bursing officer or agent of the United States is authorized to issue a
duplicate check under the present circumstances, provided that
proper indemnity bond be executed to protect the United States
against payment of both the original and duplicate check.
The Secretary of Agriculture or his department has no authority

to issue duplicate check without this bond, and the attorney general
of Ohio holds that there is no authority vested in any official of that
State to execute such bond as required, and this bill is for the pur-
pose of authorizing the disbursing clerk of the Department of Agri-
culture to issue such check without the requirement of the indicated
bond.
The Department of the Treasury interposes no objection to the

passage of the bill.
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The facts are fully set forth in the following correspondence from
the Secretary of the Treasury, which is appended hereto and made a
part of this report:

TREASURY DEPARTMENT,
Washington, February 11, 1926.

Hon. RICE W. MEANS,
Chairman Committee on Claims,

United States Senate.
MY DEAR SENATOR: I have the honor to acknowledge the receipt of your letter

of February 9, 1926, inclosing copy of S. 2741, being a bill for the relief of the
State of Ohio, authorizing and directing the disbursing clerk of the Department
of Agriculture to issue, without the requirement of a bond of indemnity, a dupli-
cate of check No. 966745, drawn October 1, 1923, in favor of "State treasurer
of Ohio," for $29,812.78, and requesting an opinion as to its merits.
In reply, I have to state that the check, which was issued on account of Ohio

Federal-aid project No. 238, is reported to have been lost, stolen, or miscarried
in the mails, and has not been paid by the Treasurer of the United States, on
whom it was drawn. In view of the provisions of section 3646, Revised Statutes
of the United States, as amended, this department has been without authority
to approve the issuance of a duplicate check without a bond of indemnity, and
it appears from inclosed copy of letter of Mr. H. J. Moriarty, auditor, department
of highways and public works, State of Ohio, that no official of that State has
authority to execute such a bond.
Under the circumstances, this department interposes no objection to the pas-

sage of the bill.
Copies of all correspondence relating to the matter, on file in this office, are

inclosed.
Very truly yours,

A. W. MELLON, Secretary of the Treasury.

The SECRETARY OF THE TREASURY.
SIR: By your reference of the 22d instant, decision is requested as to whether

the city of Sumter, S. C., should be required to furnish a bond of indemnity to
secure the issuance of a duplicate of the check drawn by J. L. Summers, disburs-
ing clerk, Treasury Department, December 23, 1920, for $43.90 in favor of the
city of Sumter for lights for the month of November, 1920, which is alleged not
to have been received by the payee but was lost in the mails.

It appears that a bond of indemnity for the issuance of a duplicate check was
forwarded for execution by the proper officer of the city of Sumter, but execution
has thus far been refused, and the threat has been made by the mayor that if
the particular account remains unpaid after the expiration of a reasonable time
from date of letter advising of refusal to execute the bond the lighting service of
the post office at Sumter will be discontinued.
The giving of bond of indemnity as a condition precedent to the issuance of a

duplicate check, upon proof of loss of the original, is required by section 3646,
Revised Statutes, as amended and reenacted by acts of February 23, 1909 (35
Stat. 643), and March 21, 1916 (39 Stat. 37), which provides that—
"Whenever any original check is lost, stolen, or destroyed disbursing officers

and agents of the United States are authorized, within three years from the date
of such check, to issue a duplicate check, under such regulations in regard to its
issue and payment, and upon the execution of such bond, with sureties, to
indemnify the United States, and proof of loss of original check, as the Secretary
of the Treasury shall prescribe."

This statute makes the execution and furnishing of a bond of indemnity a
prerequisite to the issuance of a duplicate of a lost check. The law makes no
exception in the case of a municipality. The requirements, apply there the
same as in the case of an individual or other corporate body. The statute
confitrs no authority upon the Secretary of the Treasury to dispense with a bond.
He may prescribe the penalty of the bond, how and in what manner the bond
should be executed, who may be accepted as sureties, and fix by regulations
other conditions of execution, but he may not, under the law, dispense with the
requirement of a bond of indemnity altogether. If Congress had wished to give
authority to dispense with the requirement of a bond of indemnity in the case

APRIL 30, 1921
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of a municipality or other corporate body of like character an exception could
readily have been written into the statute. See in this connection 13 Comp.
Dec., 728.
I apprehend that if the matter is more fully explained to the mayor of the city

of Sumter and it is pointed out to him that the furnishing of a bond is a require-
ment of law as distinguished from a mere departmental regulation, and that
enforcement of the penalty will never be made unless the original check is received
and wrongfully cashed, which is not likely to be the case, he will probably be
willing to execute a paper which will answer the requirement of the law.

Respectfully,

MT. H. J. MORIARTY,
Auditor Department of Highways and Public Works,

State of Ohio, Columbus, Ohio.

SIR: Mr. A. Zappone, disbursing clerk, Department of Agriculture, has referred
to this office your letter of December 5, 1925, addressed to Mr. T. Warren Allen,
chief division of control, Bureau of Public Roads, Department of Agriculture,
stating that your office is handicapped in its operation by its failure to receive
check No. 966745, drawn October 1, 1923, by A. Zappone, disbursing clerk, in
favor of "State treasurer of Ohio," for $29,812.78, and that the attorney general
of Ohio has ruled that no officer of the State is empowered to execute a bond of
indemnity to secure the issuance of a duplicate check.

In reply I have to invite your attention to section 3646, Revised Statutes of the
United States, as amended, printed on the inclosed blank bond of indemnity,
which provides that—
"Whenever any original check is lost, stolen, or destroyed, disbursing officers

and agents of the United States are authorized, within three years of the date of

such check, to issue a duplicate check, under such regulations in regard to its
issue and payment, and upon the execution of such bond, with sureties, to indem-
nify the United States, and proof of loss of the original check, as the Secretary of
the Treasury shall prescribe."

As the requirement of a bond, with sureties, is one of law, this department is
without discretion in the matter.
For your further information I inclose copy of a decision of the Comptroller of

the Treasury, dated April 30, 1921, involving issuance of a duplicate check in

favor of the city of Sumter, S. C.
By direction of the Secretary.

Respectfully,

W. W. WARWICK,
Comptroller of the Treasury.

TREASURY DEPARTMENT,
Washington, December 24, 1925.

C. S. DEWEY,
Assistant Secretary of the Treasury.

DEPARTMENT OF AGRICULTURE,
DIVISION OF ACCOUNTS AND DISBURSEMENTS,

Washington, D. C., December 17, 1925.

The SECRETARY OF THE TREASURY
(Division of Bookkeeping and Warrants).

SIR: I inclose a letter, dated December 5, 1925, from Mr. H. J. Moriarty,

auditor, department of highways and public works, Columbus, Ohio, regarding

his inability to furnish a bond of indemnity in connection with lost check No.

966745 (symbol 70001), dated October 1, 1923, drawn to the order of "State treas-

urer of Ohio," amounting to $29,812.78, in payment of voucher 53799. You will

note his statement to the effect that the attorney general of Ohio has ruled that

no officer of that State has any power in executing the bond of indemnity. Under

the provisions of section 3646 of the Revised Statutes as amended, I am powerless

to issue a duplicate check until a bond of indemnity has been furnished.

Payment has been stopped on this check by the Treasurer of the United States.

Accordingly, I would request that you advise Mr. Moriarty what action will

have to be taken to secure the proceeds of the check. A copy of this letter is being

sent to Mr. Moriarty.
Very respectfully,

A. ZAPPONE, Disbursing Clerk.
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DEPARTMENT OF HIGHWAYS AND PUBLIC WORKS,
Columbus, Ohio, December 5, 1925.Mr. T. WARREN ALLEN,

Chief Division of Control, United States Department of Agriculture,
Bureau of Public Roads, Washington, D. C.

DEAR SIR: Referring to past correspondence in regard to duplicate warrant inthe amount of $29,812.78, due this department on Ohio Federal aid project No.238, I wish to advise that our attorney general has ruled that no officer of theState has any power in executing blank bond mailed to the State treasurer ofOhio by your department for execution on October 26, 1925.
I am therefore requesting that this provision be waived and that an affidavitbe signed by the State treasurer of Ohio to the effect that the original warrantwas never received, as this department is being handicapped in its operation dueto the failure to receive this money from the Federal Government. Kindlyadvise me what action you take in this matter.

Yours very truly,
H. J. MORIARTY, Auditor.
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Mr. SMITH, from the Committee on Interstate Commerce, submitted
the following

REPORT

[To accompany S. 951]

The Committee on Interstate Commerce, to which was referred
the bill (S. 951) to promote the safety of -passengers upon railroads
by prohibiting the use of wooden cars under certain circumstances,
having considered the same, report favorably thereon and recom-
mend that the bill do pass without amendment.
The bill is similar in character to S. 1499 which was favorably re-

ported in the Sixty-eighth Congress from this committee and whicli
passed the Senate on March 28, 1924.
The present bill provides that after 30 days from its passage it

shall be unlawful for a common carrier to use a car other than a
steel or steel underframe car, between steel cars or steel underframe
cars, or in front of any steel car or steel underframe car, in any
train used in whole or in part for the transportation of passengers.
The bill provides a civil penalty for violations of its provisions of

not less than $100 nor more than $500 for each offense and $100 for
each day of continuance of the offense. The penalty provisions are
modeled upon similar provisions in the safety appliance act and the
ash pan act.
The Interstate Commerce Commission has in a number of its

annual reports recommended that the use of steel cars in passenger
train service be required and that the use in passenger trains of
wooden cars between or in front of steel cars be prohibited. The
commission in its letter of February 20, 1922, to the Committee on

Interstate Commerce, states:

We urge immediate action on legislation providing that no wooden passeng
er

train cars shall be located in a train between or ahead of steel or steel underfr
amed

cars. Such legislation would not entail an additional expenditure, but would

increase safety.
0
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DISCIPLINE OF THE WHITE HOUSE POLICE FORCE

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-
mitted the following

REPORT

[To accompany S. 3844]

The Committee on the District of Columbia, to whom was referred
the bill (S. 3844) to amend the act entitled "An act to create the
White House police force, and for other purposes," approved Septem-
ber 14, 1922, having considered the same, report favorably thereon
with the recommendation that the bill do pass.
The sole object of the bill is to provide a means of trial and punish-

ment in cases of conduct on the part of members of the White House
police force which is prejudicial to the reputation, good order, or
discipline of such force.
The act of Congress establishing the White House police force

made no provision for the enforcement of disciplinary measures other
than to authorize the transfer of a member thereof to the Metro-
politan police force or the United States park police force. It is
from these two forces that the White House police are recruited,
by transfer and appointment.
The result of the present situation is that a White House police

officer guilty of midconduct may escape punishment other than such
as may be involved in mere transfer back to the Metropolitan or
park police forces. The bill hereby reported remedies this situation
by providing that the trial of members of the White House police
force for any conduct prejudicial to the service shall be held before the
Metropolitan police trial board under the laws and regulations per-
taining to such board or as the saime may be altered from time to time.
It further provides that no member of the Metropolitan police force,
the White House police force, or of the United States park police
force shall escape trial and punishment by reason of transfer or assign-
ment to either of the other forces.
The bill is favorably recommended by the Commissioners of the

District of Columbia, who state that they have consulted the officer
in charge of the White House police, as well as the officer in charge of •

4
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the park police, both of whom agree that the legislation is proper and
necessary. The commissioners' letter is appended and made a part
of this report.

COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
Washington, March 31, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia

'United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia have the honor to submit

herewith draft of a bill entitled "A bill to amend an act to create the White
House police force, and for other purposes, approved September 14, 1922," and
to request its introduction and enactment.
The act of Congress which this bill proposes to amend makes no provision for

the enforcement of disciplinary measures for any conduct on the part of a member
of this force prejudicial to the reputation, good order, or discipline of the force,
other than to provide for the transfer of a member of the White House police
force to the organization of which he was a member at the time of his appoint-
ment. The White House police force is recruited from the Metropolitan police
force of the District of Columbia and the United States park police force. Since
the passage of the act it has been the custom in all cases where members of the
Metropolitan police force are transferred to the White House force to accept
the resignation of such policeman from the Metropolitan police force so as to
permit his appointment on the White House force. In cases where members
of the White House force are transferred back to the Metropolitan police force,
this action has been taken at the request of the Director of Public Buildings
and Public Parks or the military aid to the President.

Recently a member of the White House police force was guilty of conduct
prejudicial to the reputation, good order, or discipline of the force, which occurred
while he was on the White House force. His resignation from that force was
accepted and he was transferred back to the Metropolitan police force. Later
he was cited to appear before the trial board of the Metropolitan police force.
His attorney made a motion for dismissal on the ground that the trial board had
no jurisdiction in that the offense was committed when he was not a member
of the Metropolitan police force. The trial board granted this motion, as it was
a proper and legal one under the present law. In consequence this policeman
could not be punished for an offense which was contrary to the good order and
reputation of the police force.
The commissioners have consulted the officer in charge of the White House

police force and the officer in charge of the park police, both of whom concur in
the opinion that legislation is necessary to cover this matter. The draft of the
bill submitted herewith is intended to correct this condition.

Very truly yours,
BOARD OF COMMISSIONERS OF THE

DISTRICT OF COLUMBIA,
By CUNO H. RUDOLPEI, President.

•
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TO IN CORPORATE STRAYER COLLEGE

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-
mitted the following

REPORT

[To accompany S. 3559]

The Committee on the District of Columbia, to whom was re-
ferred the bill (S. 3559) to incorporate Strayer College, having con-
sidered the same, report favorably thereon with the recommendation
that the li1l do pass with the following amendments:
Page 2, line 5, strike out the word "buy" and the comma.
Page 2, line 6, strike out the words "mortgage, sell" and insert

after the word "in" the word "such."
Page 2, line 7, strike out the word "incident" and insert in lieu

thereof "as may be proper or necessary."
Page 2, line 8, after the semicolon insert "and said corporation

shall have a corporate seal," and strike out the ward "shall" ap-
pearing thereafter in said line.
Page 2, line 12, strike out the period and insert a semicolon and

the words "the term and existence of such corporation shall be per-
petual."
Page 3, line 12, strike out the period, insert a comma, and add the

following: "or at such other place, as the same may be changed from
time to time under the by-laws of said corporation."
The object of the bill is to incorporate a school, with capital stock,

for the teaching of accountancy and other commercial subjects, and
with power to issue certificates and diplomas and confer degrees. As
amended, the bill permits the corporation to have perpetual succes-
sion, and limits the amount of real estate which it may hold to such
as is required for the purposes of a school. The amount of capital
stock is limited to $100,000.
The favorable report of the Commissioners of the District of

Columbia is appended and made a part of this report.



2 TO INCORPORATE STRAYER COLLEGE

COMMISSIONERS OF THE DISTRICT OF COLUMBIA,
Washington, April 6, 1928.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SIR: The Commissioners of the District of Columbia have the honor to submit

the following on Senate bill 3559 (69th Cong., 1st sess.) entitled "A bill to in-
corporate Strayer College," which you referred to them for report as to the merits
of the bill and the propriety of its passage.

It is proposed in the bill to incorporate a business school to be known as Strayer
College (Inc.), with capital stock and the power to confer degrees. The com-
missioners see no objection to the general purposes of the bill, but suggest the
following amendments:

Strike out the word "buy" in line 5, page 2; strike out, in line 6, the words
"mortgage, sell" and insert the word "such" before "real"; strike out the word
"incident" in line 7 and insert "as may be proper or necessary" so that the clause
will read, beginning after the semicolon in line 5, "such corporation shall have
power to acquire, and hold, and otherwise deal in such real estate as may be
proper or necessary for any of the aforesaid purposes for which the corporation
is formed."
The reason for this suggestion is that under section 605 of the code the organ-

ization of corporations to deal in real estate is forbidden. Therefore the power
of corporations to acquire and hold real estate should be strictly limited to the
purposes of the corporation.

Strike out the word "shall" in line 8 and insert after the semicolon the clause
"and said corporation shall have a corporate seal." Add to the end of section
1 "term and existence of such corporation shall be perpetual." On page 3, line
12, change the period to a comma and add the following: "or at such other
place, as the same may be changed from time to time under the by-laws of said
corporation."

Very truly yours,
BOARD OF COMMISSIONERS OF THE

DISTRICT OF COLUMBIA,
By Cuba) H. RUDOLPH, President.
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AUTHORIZING AN APPROPRIATION FOR A MONUMENT FOR
QUANNAH PARKER, LATE CHIEF OF THE COMANCHE INDIANS

APRIL 19 (calendar day APRIL 20), 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 3613]

The Committee on Indian Affairs, to whom was referred the bill
(S. 3613) authorizing an appropriation for a monument for Quannah
Parker, late chief of the Comanche Indians, having considered the
same, report favorably thereon with the recommendation that the
bill do pass without amendment.

This legislation has the approval of the Secretary of the Interior,
as indicated in letter from him under date of April 13, 1926, which is
attached hereto and made a part of this report.

INTERIOR DEPARTMENT,
Washington, April 18, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs, United States Senate.

MY DEAR SENATOR HARRELD: I have the honor to acknowledge receipt of
your request of March 25 for a report on S. 3613 intended to provide an appro-
priation of $1,500 for the purchase and erection of a monument to Quannah
Parker, late chief of the Comanche Indians.

This remarkable Indian, born in 1845, remained hostile to the Government
and his white neighbors until 1877, when, recognizing the futility of such a course,
he immediately reversed his attitude and became an efficient factor in leading his
people along the road to civilization. He popularized education and encouraged
house building and agriculture. He discouraged dissipation and savage extrava-
gance among his people and yet held strictly to his native beliefs and ceremonies.
For 30 years he continued to exercise a commanding influence among the Coman-
che, Ararrahoe, and Kiowa Tribes.

It is believed that this proposed posthumous tribute to his memory will be
appropriate testimonial of the good influence which he exerted among his people
and the services which he rendered them during his life. In the circumstances,
I am of the opinion that the proposed bill should be enacted into law.

Under date of April 6 the Bureau of the Budget has reported that the proposed
bill is not in conflict with the financial program of the President.

Very truly yours,
HUBERT WORK.
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TO AUTHORIZE THE DEPOSIT AND EXPENDITURE OF VARIOUS

REVENUES OF THE INDIAN SERVICE AS INDIAN MONEYS, PRO-

CEEDS OF LABOR

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 3929]

The Committee on Indian Affairs, to whom was referred the bill
(S. 3929) to authorize the deposit and expenditure of various revenues
of the Indian Service as Indian moneys, proceeds of labor, having
considered the same, report favorably thereon with the recommenda-
tion that the bill ,do pass without amendment.
The Secretary of the Interior has recommended this legislation,

and his letter under date of April 6, 1926, setting forth its necessity
and the reasons it should be enacted into law during the present
session of Congress, together with the Comptroller General's decision
in this connection, is attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, April 6, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs, United States Senate.

MY DEAR SENATOR: I have the honor to submit herewith a copy of a proposed

bill to authorize the deposit and expenditure of various revenues of the Indian

Service as "Indian moneys, proceeds of labor," and to recommend its favorable

consideration and enactment into law during the present session of the Congress.

The reasons for this recommendation and the necessity for the proposed legisla-

tion are explained as follows:
The fund known as "Indian moneys, proceeds of labor," was established by the

act of March 3, 1883 (22 Stat. L. 590), which prescribed that:
"The proceeds of all pasturage and sales of timber, coal, or other products of

any Indian reservation, except those of the Five Civilized Tribes, and not the

result of labor of any member of such tribe, shall be conveyed into the Trea
sury

for the benefit of such tribes under such regulations as the Secretary of the Int
erior

shall prescribe; and the Secretary shall report his action in detail to Congres
s at

its next session";

S R-69-1—vol 2-33



2 DEPOSIT AND EXPENDITURE OF REVENUES OF INDIAN SERVICE

Authority for the expenditure of such fund was granted by the act of March 2,
1887 (24 Stat. L., 463), in the following language:
"That the Secretary of the Interior is hereby authorized to use the money

which has been or may hereafter be covered into the Treasury under the provisions
of the act approved March 3, 1883, and which is carried on the books of that de-
partment under the caption of 'Indian moneys, proceeds of labor,' for the benefit
of the several tribes on whose account said money was covered in, in such way
and for such purposes as in his discretion he may think best, and shall make
annually a detailed report thereof to Congress."
The act first quoted above limits the revenues to be covered into this fund to

"the proceeds of all pasturage and sales of timber, coal, or other products of any
Indian reservation" which were the only miscellaneous revenues accruing to the
Indians at that time. However, subsequent evolution and growth of the Indian
Service have developed other revenues which just as surely belong to the tribes,
agencies, and schools producing them, and it has been the practice for a great many
years to deposit and expend them subject to the limitations imposed by the act
of May 18, 1916 (39 Stat. L. 159), as 'Indian moneys, proceeds of labor," that
being the only established appropriation account on the books of the Treasury
which was available for the purpose.

These additional revenues consist of items such as proceeds of lease of lands for
purposes other than pasturage, rent of buildings constructed from tribal funds,
trespass fees and rights-of-way damages, permits for fishing and hunting, tolls
on messages over telephone lines constructed with tribal funds, fines imposed by
Indian courts, and interest earned on guaranty deposits made by bidders for pur-
chase or lease of Indian lands while such moneys are held in escrow on deposit to
the credit of disbursing agents in banks bonded for safekeeping of tribal and indi-
vidual funds. The total receipts from these sources are approximately $115,000
per annum.
The Comptroller General of the United States has recently held that the only

revenues which legally may be covered into the Treasury and expended as
"Indian moneys, proceeds of labor," are those specifically mentioned in the act
of 1883, viz: "Proceeds of all pasturage and sales of timber, coal, or other prod-
ucts of any Indian reservation," together with a few other closely related items,
but that the long established practice of depositing and using moneys derived
from the other sources mentioned will not be disturbed until July 1, 1926, in order
that an opportunity may be afforded for procuring remedial legislation, it having
been represented to him that obligations had been incurred against the anticipated
revenues for the current fiscal year and that to forbid the use thereof at this time
-would seriously handicap the business of the Indian Office. A copy of the Comp-
troller General's decision is herewith inclosed.

Such revenues have been relied upon for a good many years to meet a very
material part of the necessary expenses connected with the support, civiliza-
tion
' 

and education of Indians. These moneys do not belong to the United
States, and if there is no authority to expend them after July 1, 1926, larger
:appropriations by Congress will be absolutely essential unless the efforts of the
department in behalf of the Indians are to be materially curtailed.

Notwithstanding the provisions of the act of 1883 expressly excepted revenues
-which are the result of the labor of any member of an Indian tribe from its opera-
tion, the moneys were deposited into the Treasury under the title "Indian
moneys, proceeds of labor. This designation of the fund was sanctioned by
the act of 1887 and has been perpetuated to the present day. Although the
title does not correctly describe the fund, no part of which is derived from the
labor of Indians, no change in this regard is recommended, this explanation
being for the purpose of information only.
The Director of the Bureau of the Budget advised, in a letter dated March.

29, 1926, that the proposed legislation and this report thereon are not in con-
flict with the financial program of the President.

Very truly yours,
HUBERT WORK.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, February 11, 1926'.

The honorable the SECRETARY OF THE INTERIOR.
SIR: There has been received your letter of January 4, 1926, relative to the

matter of depositing certain revenues of the Indian Service to the credit of the
trust fund, "Indian 

moneys, 
proceeds of labor," act of March 3, 1883 (22 Stat.

590), and amendatory enactments subsequent thereto.
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In compliance with my letter to you of December 4, 1925, relative to the matter
there is now furnished a list of general items the disposition of which is doubtful
in the sense that there is for consideration and determination whether such reve-
nues are for deposit to "Indian moneys, proceeds of labor," or under some other
title or whether they are available at all for expenditure under the prevailing
laws governing the disposition and expenditure of Indian moneys.
The revenues in question have been placed, in your letter, under three general

classes and each class will be taken up and discussed separately.
There are listed under class 1 moneys carried on the books of the Indian Office

as belonging to the various Indian tribes the following items:
1. Sales of cattle from tribal herds.
2. Sales of maverick cattle and horses found on Indian reservations.
3. Sales of hides and pelts taken from cattle and sheep slaughtered for sub-

sistence of Indians.
4. Lease of tribal lands for purposes other than pasturage.
5. Oil and gas leases on tribal lands.
6. Royalties on oil, gas, coal, rock, and fish taken from tribal lands.
7. Rent of buildings constructed with tribal funds other than Indian moneys,

proceeds of labor.
8. Right of way damages to tribal lands.
9. Fees for crossing tribal lands with sheep.
10. Permits for fishing and hunting on tribal lands.
11. Fines for trespassing on tribal lands.
12. Tolls on messages over telephone lines constructed with tribal funds.
13. Interest on tribal funds deposited in banks under the act of May 25, 1918

(40 Stat. 591).
14. Threshing wheat with outfits purchased with tribal funds.
Items 1, 2, and 3 appear to represent revenues derived from sales of products

of Indian reservations not the result of labor of any member of Indian tribes
and as such are properly for credit to the trsut fund, Indian moneys, proceeds
of labor, as provided for in the act of March 3, 1883 (22 Stat. 590).
Items 4, 7, 8, 9, 10, 11, 12, and 14 represent revenues the nature of which is

not strictly speaking, contemplated as for credit under the trust fund in question
within the meaning of the act of 1883, for the reason that they do not represent
proceeds of pasturage or sales of products of Indian reservation. Their nature
is so akin, however, to revenues properly for credit to the trust fund that it
would appear to do no violence to the provisions of the organic act of 1883 to
include such items. Therefore, no objection will be made to the crediting of
those and similar items to Indian moneys, proceeds of labor. However, with
respect to items 4 and 7, involving the leasing and renting of tribal lands and
buildings, strict compliance should be made with any existing statutes pre-
scribing what disposition should be made of the moneys thus derived. Such for
instance as the provision with reference to the proceeds derived from leases of
lands of the Seneca Nation of New York Indians, in the act of February 28, 1901
(31 Stat. 819), requiring that such moneys "shall be paid to and recoverable
to the United States Indian agent for the New York Indian Agency for and in
the name of the said Seneca Nation," etc. There is nothing in said act to indi-
cate that such funds should go to the credit of Indian moneys, proceeds, of
labor, held in that fund, and be subject to expenses for which said trust fund is
generally used. Thus while the trust fund may be used only as a means of
placing the money to the credit of the United States Indian agent it would
appear to be advisable to adopt some procedure whereby the placing of such
moneys in the trust fund may be dispensed with. For the time being, however,
the present practice will not be objected to.
What has been said in the preceding paragraph applies also to items 5 and 6,

representing proceeds from oil and gas leases and tribal lands and royalties on
oil, gas, coal, rock, and fish taken from tribal lands; and although the revenues
derived as in those items are such as are contemplated by the act of 1883, the
provisions of such act are of a general import, and if a more specific law provides
for a different disposition of the funds involved in any particular instance, the
specific rather than the general statute should prevail and disposition of the
revenue made in accordance with the specific provisions.
The general purport of the statutes dealing with mining and oil leases, the

proceeds derived therefrom, and the royalties inuring contemplate that the reve-
nues thus obtained shall be placed to the credit of each individual tribe for pay-
ment of per capita shares, etc., to members thereof. To place such moneys into
the trust fund, Indian moneys, proceeds of labor, is not a strict compliance
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with such laws in cases where specific provision is made for disposition of such
proceeds. The practice of crediting such moneys to said trust fund will not be
further questioned, however, during the present fiscal year, but the adminis-
trative officers should bring the matter to the attention of the Congress for
proper action therein. See in this connection the act of May 29, 1924 (43 Stat.
244), and section 26, act of June 30, 1919 (41 Stat. 33), in which it is provided
relative to mining leases that all moneys received from royalties and rentals
shall be deposited in the Treasury of the United States to the credit of the Indians
and shall be at all times subject to appropriation by Congress for their benefit
unless otherwise specifically provided.
As to item 13, section 28 of the act of May 25, 1918 (40 Stat. 591), provides:
"That the Secretary of the Interior be, and he is hereby, authorized, under

such rules and regulations as he may prescribe, to withdraw from the United
States Treasury and segregate the common or community funds of any Indian
tribe which are, or may hereafter be, held in trust by the United States

' 
and which

are susceptible of segregation, so as to credit an equal share to each and every
recognized member of the tribe except those whose pro rata shares have already
been withdrawn under existing law, and to deposit the funds so segregated in
banks to be selected by him, in the State or States in which the tribe is located,
subject to withdrawal for payment to the individual owners or expenditure for
their benefit under the regulations governing the use of other individual Indian
moneys. The said Secretary is also authorized, under suoh rules and regulations
as he may prescribe, to withdraw from the Treasury and deposit in banks in the
State or States in which the tribe is located, to the credit of the respective tribes,
such common or community, trust funds as are not susceptible of segregation as
aforesaid, and on which the United States is not obligated by law to pay interest
at higher rates than can be procured from the banks: Provided, That no tribal
or individual Indian money shall be deposited in any bank until the bank shall have
agreed to pay interest thereon at a reasonable rate and shall have furnished
an acceptable bond or collateral security therefor, and United States bonds may
be furnished as collateral security for either tribal or individual funds so de-
posited, in lieu of surety bonds: Provided further, That the Secretary of the
Interior, if he deems it advisable and for the best interest of the Indians, may
invest the trust funds of any tribe or individual Indian in United States Govern-
ment bonds: And provided further, That any part of tribal funds required for
support of schools or pay of tribal officers shall be excepted from segregation
or deposit as herein authorized, and the same shall be expended for the purposes
aforesaid: Provided, however, That the funds of any tribe shall not be segregated
until the final rolls of said tribe are complete: And provided further, That the
foregoing shall not apply to the funds of the Five Civilized Tribes or the Osage
Tribe of Indians, in the State of Oklahoma, but the funds of such tribes arid
individual members thereof shall be deposited in the banks of Oklahoma or in
the United States Treasury and may be secured by the deposit of United States
bonds."

It is evident from the language used in this law that the interest on Indian
moneys segregated and placed in banks in some cases for the express purpose of
drawing interest should not again become a part of the common fund in the
Treasury after such interest has accrued It would appear rather from the
provision of law quoted that the amount of interest accruing on such funds
should become a part of the principal amount thereof. This view is strengthened
by the proviso that any part of tribal funds required for support of schools or pay
of tribal officers should be excepted for segregation or deposited, the same to be
expended for such purposes.
The revenues thus derived from interest on tribal funds deposited in banks

under the act of May 25, 1918, supra, are therefore, not for credit to the trust
fund, Indian moneys, proceeds of labor, but should be credited to the principal
amount so deposited, such interest having become a part of the moneys segre-
gated and placed on deposit, unless specific statutory authority is granted for
the use thereof under the trust fund in question.

Class 2 represents items carried on the books of the Indian Office as belonging

to Indian agencies and include the following:
1. Sales of products of agency farms.
2. Sales of products of agency mills.
3. Fines imposed by courts of Indian offenses.
4. Rent of agency land and property.
5. Repair work done by agency employees for outside parties.
6. Interest on special deposits.
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Items 1, 2, and 5 of this class appear to be revenues properly for credit under
Indian moneys, proceeds of labor, as the proceeds of sales of Indian reservation
products in accordance with the provisions of the act of March 3, 1883, unless
such revenues or any part thereof represent proceeds of products the result of
labor of members of Indian tribes in which case the depositing of such funds to
the trust fund is specifically prohibited by the statute.
Item 3 falls under the same general class as items 4, 7, 8, 9, etc., in class 1

and what has been said above with the respect to those items equally applies
here. No objection will be raised to the crediting of revenues thus derived to
the trust fund in question during the present fiscal year.
The revenues derived from rent of agency land and property listed as item 4

the same rules discussed in connection with items 4 and 7 of class 1 are appli-
cable to agency land and property. In all of such cases, however, where the
property was originally purchased from Indian moneys, proceeds of labor, the
revenues derived either from sale or rental are properly for credit to the trust
fund. In cases where the property was not so purchased there is always for
consideration the matter as to whether there is a law providing specifically what
disposition should be made of the funds involved in the particular instance.
Where no such specific-law exists the matter is properly for the consideration of
the Congress as to what disposition should be made of the proceeds derived
from rental or sale of property especially in cases where payment for the original
purchase of the land or property or the construction of the building are made
from public moneys appropriated by the Congress for the purpose.
The last item under this class, interest on special deposits, does not represent

such revenues as are properly for credit to Indian moneys, proceeds of labor,
and disposition thereof in so far as possible should be made in accordance with
the suggestions in my letter of July 1, 1925. However, in view of the impracti-
cability of adjusting the numerous accounts involved, the practice of crediting
the depositors or the Indians involved may be made effective from July 1, 1926,
unless in the meantime specific statutory authority shall have been obtained for
the use of the funds in question by the Indian Office under the trust fund under
consideration or other similar trust fund.
The items of revenues carried on the books of the Indian Office as belonging

to Indian schools are listed in your letter under class 3 as follows:
1. Sales of products of school farms and dairies.
2. Sale of electric current from school systems.
3. Rent of school lands and property.
4. Repair work done by school employees for outside parties.
5. Board of employees and others at school messes.
6. Interest on pupils' money deposited in banks.
Items 1, 2, and 4 are of the same general nature as those listed as 1, 2, and 5

of class 2. Such revenues are properly for credit to Indian moneys, proceeds of
labor, except as noted above in connection with the three items of class 2. The
revenues of item 5 appear also to be proper for credit to the trust fund.
The land and property of Indian schools is in the same status as the land and

property of Indian agencies and the rental on such school property listed as item
3 of this class is subject to the same limitations and restrictions as pointed out
above in connection with item 4, class 2. The crediting of revenues as repre-
sented by item 4, class 2 and item 3, class 3, will, however, not be questioned
during the current fiscal year.

With respect to item 6, interest on pupils' money deposited in banks, your at-
tention is invited to my letter of March 13, 1925 (A-7677), in which you were ad-
vised that the crediting of such items to Indian moneys, proceeds of labor, would
not be questioned.
In view of the fact that most of the funds here in question have been pledged

to meet outstanding obligations during the present fiscal year, and considering
that the funds which are not properly for credit under Indian moneys, proceeds
of labor, trust fund, amount to such large sums that it would seriously handicap
the business of the Indian Office were it to be deprived of the use thereof at this
time in order to afford time for the administrative officers to bring the matter
to the attention of the Congress, the items herein questioned may now go to
warrant for credit to that trust fund and the current revenues so deposited during
the present fiscal year with the exception of item 13, class 1, interest on tribal
funds deposited in banks under the act of May 25, 1918, such revenues to be
disposed of as herein indicated in accordance with the provisions of that act.

It is requested that hereafter items, disposition of which is doubtful under the
present law, be clearly indicated when requested for credit under the trust fund
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under consideration and that a statement as to their nature and source be given
in the warrant so that proper consideration may be given as to their proper
disposition without unnecessary delay.
A copy of this letter has been furnished the Secretary of the Treasury for his

information and guidance.
Respectfully,

J. R. MCCARL,
Comptroller General of the United States.
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1st Session No. 631

AUTHORIZING AN EXPENDITURE FOR THE CONSTRUC-

TION OF A ROAD ON THE LEECH LAKE RESERVATION

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

!To accompany H. R. 9967]

The Committee on Indian Affairs, to whom was referred the bill
(H. R. 9967) authorizing an expenditure of $6,000 from the tribal
funds of the Chippewa Indians of Mi,nnesota for the construction of a
road on the Leech Lake Reservation, having considered the same,,
report favorably thereon with the recommendation that the bill do
pass without amendment.
The facts are fully set forth in House Report No. 584, Sixty-eighth

Congress, first session, which is attached hereto and made a part of
this report.

[House Report No. 584, Sixty-eighth Congress, first session]

The Committee on Indian Affairs, to whom was referred the bill (H. R. 9967)'

authorizing an expenditure of $6,000 from the tribal funds of the Chippewa

Indians of Minnesota for the construction of a road on the Leech Lake Reserva-

tion, having considered the same, report thereon with a recommendation that it

do pass.
The letter from the Secretary of the Interior recommending this measure is

attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 28, 1926.

11011. SCOTT LEAVITT,
Chairman Committee on Indian Affairs, House of Representatives.

MY DEAR MR. LEAVITT: There is inclosed herewith draft of a bill to authorize

an appropriation for $6,000 from tribal funds of the Chippewa Indians of Minne-

sota for the construction of a road on the Leech Lake Reservation from the

Chippewa Sanatorium at Onigum to the State highway.
The sanatorium is located across the bay from Walker, the railroad station.

During much of the year the direct route across the bay can not be used, which

makes it necessary to go around the bay, a distance of 16 miles, the first 11 miles
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of which out of Walker, being part of the State highway system, is kept in good
condition by the State and county, but the last 5 miles is not on the system and
State N nd county funds can not be used therefor. The present route is in reality
but little more than a trail, which becomes impassable at times. This proves a
serious handicap in the operation of the sanatorium and the transportation of
employees, patients, visitors, and supplies.

In view of the necessity for this road, it is recommended that the proposed legis-
lation receive the favorable consideration of your committee and of Congress.
The Director of the Bureau of the Budget advises that the contemplated appro-
priation is not in conflict with the President's financial program.

Very truly yours,
HUBERT WORK.
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1st Session No. 632

AUTHORIZING CERTAIN INDIANS TO PROSECUTE
CLAIMS

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany H. J. Res. 134]

The Committee on Indian Affairs, to whom was referred the reso-
lution (H. J. Res. 134) authorizing the Cherokee Indians, the Semi-
nole Indians, the Creek Indians, and the Choctaw and Chickasaw
Indians to prosecute claims, jointly or severally, in one or more
petitions, as each of said Indian nations or tribes may elect, having
-considered the same, report favorably thereon with the recommen-
dation that the resolution do pass without amendment.
The facts .are fully set forth in House Report No. 513, Sixty-ninth

Congress, first session, which is attached hereto and made a part of
this report.

[House Report No. 513, Sixty-ninth Congress, first session]

The Committee on Indian Affairs, to whom was referred the joint resolution

(H. J. Res. 134) authorizing the Cherokee Indians, the Seminole Indians, the

Creek Indians, and the Choctaw, and Chickasaw Indians to prosecute claims,

joint or severally, in one or more petitions, as each of said Indian nations or tribes

may elect, having considered the same, report thereon with a recommendation

that it do pass with the following amendment:
Page 2, strike out all of line 12 down to and including line 17 and insert

"permit each Indian nation or tribe mentioned in said acts of Congress to

prosecute its claims in a single suit or to bring a separate suit on one or more

claims as its attorney or attorneys may elect: Provided, That the Choctaw and

Chickasaw Nations or Tribes may jointly or severally prosecute their claims."

The purpose of the resolution, as shown by the report of the Secretary of the

Interior and by the language of the resolution itself, is to permit the several

tribes to present reparate suits on their claims if their attorneys elect and are

not compelled to embody all claims in one petition under separate causes of

action. The present resolution would permit them to embody more than one

cause of action in one petition or they may file separate petitions for each cause

.of action if their respective attorneys so elect. As to the claims of the Chickasaw
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and Choctaw Nations or Tribes of Indians, these two tribes may jointly or
severally prosecute their claims.

With reference to the two amendments, the amendments suggested by the
Secretary of the Interior and the Attorney General are embodied in the amend-
ment made by the committee, by striking out all beginning with line 12, page 2,
and inserting the following: "Permit each Indian nation or tribe mentioned in
said acts of Congress to prosecute its claims in a single suit or to bring a separate.
suit on one or more claims as its attorney or attorneys may elect: Provided,
That the Choctaw and Chickasaw Nations or Tribes may jointly or severally
prosecute their claims.
With reference to the following amendments informally suggested by the report

of the Attorney General—
"Provided further, That final judgment may be separately rendered upon any

one petition and that when final judgment is rendered upon any petition, pay-
ment may be made thereon and such judgment and payment so made shall not
be construed to be a discharge of or bar to any claim or claims not set forth in
said petition, notwithstanding sections 178 and 179 of the Judicial Code of the
United States." (36 Stat. 1141.)
the committee agrees with the Attorney General that said amendment is not
necessary and that in the event of favorable action by the court upon any claim
of any of the tribes mentioned in said acts that the judgment could be presented'
to Congress for payment without awaiting the action on suits involving other
claims authorized to be instituted and prosecuted under the several jurisdictional
acts referred to in the resolution and would not be a bar to their prosecution in.
the courts. The reports of the Secretary of the Interior and the Attorney
General are attached.

DEPARTMENT OF THE INTERIOR,
Washington, February 18, 1926.

Hon. SCOTT LEAVITT,
Chairman Committee on Indian Affairs,

House of Representatives.
MY DEAR MR. LEAvirr: Reference is made herein to your request of January

29, 1926, for a report on House Joint Resolution 134.
The above-mentioned joint resolution refers to the acts of March 19, 1924 (43

Stat. 27), May 20, 1924 (43 Stat. 133), May 24, 1924 (43 Stat. 139), and June 7,
1924 (43 Stat. 437). These acts conferred jurisdiction upon the Court of Claims
to hear, examine, adjudicate, and enter judgment in any claims which the Chero-
kee, Seminole, Creek, Choctaw, and Chickasaw Nations, respectively, may have
against the United States, and which had not therefore been adjudicated by the
Court of Claims or the Supreme Court of the United States.
The above-mentioned jurisdictional acts have been interpreted by some as

limiting each of the above-named Indian nations to one suit in the Court of
Claims, such suit in the case of each nation to cover all the claims which such
nation may have against the United States.
The purpose of House Joint Resolution 134 is to provide that the above-men-

tioned jurisdictional acts shall be construed to permit the claims of the Cherokee,
Seminole, Creek, Choctaw, and Chickasaw Nations or Tribes to be prosecuted
by each of the respective nations or tribes, jointly or severally, in one or more
petitions as each of said nations or tribes may elect.

It is suggested that after the word "Tribes" in line 17, on page 2 of the joint
resolution there be inserted the words "by its attorney or attorneys."
Inasmuch as in the litigation the United States will be represented by the

Department of Justice, it is suggested that the views of the Attorney General
be obtained relative to the joint resolution.
No objection is seen by this department to the enactment of House Joint,

Resolution 134 with the amendment suggested.
Very truly yours,

HUBERT WORK.
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DEPARTMENT OF JUSTICE,
Washington, D. C., March 6, 1926.

HOU. SCOTT LEAVITT,
Chairman Committee on Indian Affairs,

House of Representatives, Washington, D. C.
SIR: Replying further to your letter of the 16th ultimo, inclosing copy of

House Joint Resolution 134, and requesting that I furnish your committee with
my views regarding this resolution, I beg to state that I can see no objection in
permitting each of the tribes named to present its claims in one or more petitions.
I would suggest, however, that the words "jointly or severally," in lines 15 and
16, be stricken out, as otherwise they might afford ground for the institution of
a joint suit, say, by the Seminoles and the Creeks, which is something that the
jurisdictional acts with reference to these tribes do not contemplate and which
would lead to confusion and delay.
I concur in the amendment suggested by the Secretary of the Interior in his

letter to you of the 13th ultimo.
I have been advised by the tribal attorneys for the Creek, the Choctaw, and

the Chickasaw Nations that an amendment to the resolution has been proposed
by them, the amendment being as follows:
"Provided further, That final judgment may be separately rendered upon any

one petition, and that when final judgment is rendered upon any petition payment
may be made thereon, and such judgment and payment so made shall not be
construed to be a discharge of or bar to any claim or claims not set forth in said
petition, notwithstanding sections 178 and 179 of the Judicial Code of the United
States. (36 Stats. 1141.)
These attorneys request that I acquaint you with my views, also, as to this

amendment; and, while the matter has been brought to my attention only
informally and not by your committee, I believe that time can be saved by
stating that I do not think the amendment is necessary, but if adopted it will
remove any possible doubt on the point.

Respectfully,
JNO. G. SARGENT, Attorney General.

•
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1st Session. No. 633

AMENDING THE COMPENSATION ACT

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. GILLETT, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 3545]

The Committee on the Judiciary, to whom was referred the bill
(S. 3545), having considered the same, report favorably with the rec-
ommendation that the bill pass with amendments:

This bill is occasioned by recent rulings of the comptroller which
held that under the present law an injured employee could not be
furnished with any medical or hospital supplies except such as were
ordinarily kept by surgeons and hospitals, and that these did not
include artificial limbs, eyes, etc. Such appliances until this ruling
had always been paid for by the commission and supposed to be in-
tended by the law. The commission had also paid as part of the trans-
portation expenses of the injured employee when visiting the physi-
cian necessary food and lodging: This also the comptroller disal-
lowed. These expenses which this bill provides for would not cost
over $10,000 per year and more than that amount might be saved by
the increased earning power of the beneficiary.
The committee recommends that the bill be amended by the in-

sertion of a comma and the word "appliances" after the word " serv-
ices " in lines 2, 6, 11, and 14, on page 2, and that as so amended the
bill do pass.

0
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1st Session No. 634

YUMA MESA RECLAMATION PROJECT

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. CAMERON, from the Committee on Irrigation and Reclamation,
submitted the following

REPORT

[To accompany S. 3978]

The Committee on Irrigation and Reclamation, to which was
referred the bill (S. 3978) to authorize credit upon the construction
charges of certain water-right applicants and purchasers on the Yuma,
and Yuma Mesa auxiliary reclamation projects, and for other pur-
poses, having considered the same, reports favorably thereon without
amendment and recommends that the bill do pass.
The Secretary of the Interior made the following report upon this

legislation, which includes an opinion rendered by the Acting Attorney
General of the United States in 1919:

DEPARTMENT OF THE INTERIOR,
Washington, April 19, 1926.

Hon. CHARLES L. MCNARY,
Chairman Committee on Irrigation and Reclamation,

United States Senate.

MY DEAR SENATOR MCNARY: I have your letter of April 15, transmitting
with request for report, copy of S. 3978, entitled "A bill to authorize credit upon
the construction charges of certain water-right applicants and purchasers on the
Yuma and Yuma Mesa auxiliary reclamation projects, and for other purposes."
The contract of October 23, 1918, between the United States and the Imperial

Irrigation District provides, among other things, that the district shall have the
right to use the Laguna Dam, the main canal, and appurtenant structures of the
Yuma project for the diversion and carriage of water for the irrigation of district
lands in the Imperial Valley, Calif. It is provided that a canal shall be con-
structed by the district from a point at or near Siphon Drop on the Yuma Main
Canal to connect with the canal system of the district in the Imperial Valley.
This arrangement is designed to permit the construction of an all-American canal,
allowing the district to discontinue the use of its present heading in the Colorado
River at Hanlon Heading, and a canal leading therefrom passing through Mexican
territory.
The contract provides that in return for the use by the district of the Laguna

Dam, the main canal, and other facilities of the Yuma project, the district shall
pay the United States the sum of $1,600,000 in 20 annual installments, the first
of which became due and payable December 31, 1919. The water users of the
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Yuma project are obligated by contracts to refund to the United States the cost
of the Laguna Dam, main canal, and other facilities, the joint use of which is
provided for, and it seems proper that the amount heretofore paid and hereafter
to be paid by the Imperial Irrigation District should operate as a credit on the
charges which the water users of the project, including the Indians and the land-
owners of the Yuma Mesa auxiliary project, are obligated to refund to the United
States.
The Acting Attorney General of the United States, in an opinion of September

16, 1919, holds that the money paid and to be paid under the contract can not be
applied in reduction of the assessments against the lands of the Yuma project
but must be disposed of as directed. by section 3 of the act of February 21, 1911

(36 Stat. 925), which provides—
"That the moneys received in pursuance of such contracts shall be covered

into the reclamation fund and be available for use under the terms of the recla-
mation act and the acts amendatory thereof or supplementary thereto."
For the information of the committee a copy of the opinion above mentioned

is herewith transmitted.
The present bill is designed to authorize and direct the Secretary of the In-

terior to give appropriate credit to the water users of the project whose contracts
obligate them to refund to the United States the cost of the Laguna Dam, main
canal, and other facilities to be enjoyed by the Imperial irrigation district.
I recommend the favorable consideration of the bill.

Very truly yours,
E. C. FINNEY, Acting Secretary.

DEPARTMENT OF JTJSTICE,
Washington, September 16, 1919.

Hon. FRANKLIN K. LANE,
Secretary of the Interior, Washington, D. C.

DEAR MR. SECRETARY: I am in receipt of your letter of August 13, 1919, re-
questing an opinion as to whether you are authorized to credit to the Yuma
reclamation project, to be applied in reduction of the construction charges
heretofore assessed against the water users thereof, certain money proposed to
be paid by the Imperial irrigation district for the privilege of connecting with and
using the Laguna Dam and the main canal of the Yuma project for the irrigation
of lands in the Imperial Valley. On my request for further information, the
Reclamation Service has furnished me a copy of the hearings before the Com-
mittee on Arid Lands, of the House of Representatives, Sixty-sixth Congress,
entitled "All-American Canal in Imperial County, Calif." It appears therefrom
that the money in question is to be paid under a contract, dated October 23, 1918,
between the United States and the Imperial irrigation district, which is re-
printed on page 245 of that pamphlet.
From the papers submitted, the contract itself, and some statements made

before that committee, I gather that the situation at the date of the contract was
substantially as follows:
The Yuma project was then practically complete as to its main structures,

comprising the Laguna Dam, which diverts water from the Colorado River; a
main canal; and a levee costing some $2,600,000, which protects the project
lands against overflow from the river. The dam and main canal were and are
of sufficient capacity to serve adequately the lands now under irrigation and
some additional lands yet to be added to complete the project as designed. A
public notice had issued, as contemplated by section 4 of the reclamation act,
assessing the lands of the project for the "estimated cost" of construction at the
rate of $75 per acre. In the meantime investigations and surveys had disclosed
that large bodies of land in the Imperial Valley and within the Imperial irrigation
district can be served to great advantage by water diverted by the Laguna Dam
and carried through the main canal of the Yuma project and thence through an
"all-American" canal which the Imperial irrigation district proposed to con-
struct and connect therewith.
The contract of October 23, 1918, above mentioned, provides for this common

use of the dam and canal of the Yuma project. In addition to the $1,600,000 to be
paid in money, the irrigation district undertakes to make some changes in the
dam and to enlarge the main canal entirely at its own expense and with proper
safeguard against any injury to the Yuma project or the lands within it.
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The water users of the Yuma project claim that the $1,600,000 thus to be re-

ceived should be applied to the reduction of the charges assessed against their
lands, their position apparently being that the cost of the levee was not a proper
charge against them and was not included in the assessment, but as the cost of
the dam and main canal were included, they are entitled to the compensation to be
paid for the use thereof by others. The director of the Reclamation Service,
while agreeing that the cost of the levee was not included in the charges as fixed,
contends that the money to be received should be paid into the reclamation fund
to make up in part the loss resulting from the insufficiency of the assessment to
cover the cost of all the works.
In the view I feel constrained to take it is not material to the decision of the

question of law involved what was or what was not included as the basis of the
charges fixed by the public notice. It is apparent, in any event, that those charges
will not repay the total construction costs of the Yuma project by some $2,600,000,
a result not contemplated by the reclamation legislation. (Swigart v. Baker 229
U. S. 187.)
The original act of June 17, 1902, seems to contemplate reclamation projects,

each of which shall be complete in itself and served by dams, canals, and other
works constructed for it alone, all the estimated costs thereof to be assessed
against the irrigable lands included in the project. No provision is made and no
authority is given to connect with private or other non-governmental irrigation
projects, or to furnish them with water or enter into cooperative arrangements
with them. Some years of experience, however, developed the possibilities of
enlarged usefulness in this direction and Congress later made provision therefor.
This was done by the act of February 21, 1911 (36 Stat. 925), entitled "An act
to authorize the Government to contract for impounding, storing, and carriage
of water, and to cooperate in the construction and use of reservoirs and canals
under reclamation projects, and for other purposes." This act comprises three
sections, the first of which provides:
"That whenever in carrying out the provisions of the reclamation law, storage

or carrying capacity has been or may be provided in excess of the requirements
of the lands to be irrigated under any project, the Secretary of the Interior,
preserving a first right to lands and entrymen under the project, is hereby author-
ized, upon such terms as he may determine to be just and equitable, to contract
for the impounding, storage, and carriage of water to an extent not exceeding
such excess capacity with irrigation systems operating under the Act of August
18, 1894, known as the Carey Act, and individuals, corporations, associations,
and irrigation districts, etc."

This section relates to excess water, storage, and carrying capacity, and does
not seem to be strictly applicable to the arrangement now in question.

Section 2, however, provides:
"That in carrying out the provisions of said reclamation act and acts amenda-

tory thereof or supplementary thereto, the Secretary of the Interior is authorized,
upon such terms as may be agreed upon, to cooperate with irrigation districts,
water users' associations, corporations, entrymen, or water users for the construc-
tion or use of such reservoirs, canals, or ditches as may be advantageously used
by the Government and irrigation districts, water users' associations, corporations
entrymen, or water users for impounding, delivering, and carrying water for
irrigation purposes: * *

This section authorizes cooperation not only for a common use of existing,
works but also for the enlargement thereof to facilitate and make possible a
common use. The act was in force when the present contract was entered into
and clearly and specifically covers such an arrangement. I am of opinion, there-
fore, that the legal foundation and authority for the contract in question must be
sought in this legislation.

This being true, the question of the disposition of the moneys to be received
under the contract is specifically answered by the third section, which provides:
"That the moneys received in pursuance of such contracts shall be covered

into the reclamation fund and be available for use under the terms of the recla-
mation act and the acts amendatory thereof or supplementary thereto."
You are accordingly advised that the money in question can not be applied in

reduction of the assessments against the lands of the Yuma project, but must
be disposed of as directed by this statute.

Very respectfully,

S R-69-1—vol 2-34

C. B. AMES,
Acting Attorney General.
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APPROPRIATING TRIBAL FUNDS OF THE KLAMATH INDIANS TO

PAY EXPENSES OF DELEGATE TO WASHINGTON

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. MCNARY, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 3382]

The Committee on Indian Affairs, to whom was referred the bill
(S. 3382) to appropriate tribal funds of the Klamath Indians to pay
actual expenses of delegate to W,ashington, and for other purposes,
having considered the same, report favorably thereon with the
recommendation that the bill do pass with the following amendments:
In line 3, after the word "that," insert the following words, "the

Secretary of the Interior is hereby authorized to expend."
In line 5, strike out the words is hereby appropriated."
In lines 9 and 10, strike out the words in December, 1925, and

January and February, 1926."
Amend the title so as to read: "To authorize the expenditure of

tribal funds of the Klamath Indians to pay actual expenses of dele-
gate to Washington, and for other purposes."

This bill has the approval of the Secretary of the Interior as
indicated in the letter from him under date of March 23, 1926,
which is attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, March 23, 1926.

Hon. J. W. HARRELL,
Chairman Committee on Indian Affairs,

United States Senate.

MY DEAR SENATOR HARRELL: The receipt is acknowledged of your letter of
March 5, 1926, requesting a report on S. 3382, a bill to appropriate tribal funds
of the Klamath Indians to pay actual expenses of a delegate to Washington and
for other purposes. An Indian from the Klamath Indian Reservation has been
in Washington for some time taking up with this bureau and the members and
committees of Congress matters pertaining to the interests and welfare of the
Klamath tribe of Indians.

It is recommended that favorable action be taken on ..the bill. By letter of
March 17, 1926, the Director of the Budget advised that the proposed report is
not in conflict with the financial program o' the President.

Very truly yours,

0
ELBERT WORK.
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BRIDGE ACROSS THE MISSISSIPPI RIVER AT OR
NEAR THE CITY OF NATCHEZ, MISS.

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 10351]

The Committee on Commerce, to whom was referred the bill
(H. R. 10351) granting the consent of Congress to the Natchez-
Vidalia Bridge & Terminal Co. to construct, maintain, and operate a
bridge across the Mississippi River at or near the city of Natchez,
Miss., have considered the same and report thereon with an amend-
ment, and as so amended, recommend that the bill do pass.

Strike out all after the enacting clause and in lieu thereof insert
the following:
That the consent of Congress is hereby granted to the Natchez-Vidalia Bridge

and Terminal Company, its successors and assigns, to construct, maintain, and

operate a bridge and approaches thereto across the Mississippi River, at a point

suitable to the interests of navigation, between the city of Natchez, 1\4ississippi,

and a point in the city of Vidalia
' 

Louisiana, connecting with the Lone Star

Trail Highway, in accordance with the provisions of the act entitled "An act

to regulate the construction of bridges over navigable waters," approved March

23, 1906, and subject to the conditions and limitations contained in this act.

SEC. 2. There is hereby conferred upon the said Natchez-Vidalia Bridge

and Terminal Company, its successors and assigns, all such rights and powers

to enter upon lands and to acquire, condemn, appropriate, occupy, possess, and

use real estate and other property needed for the location, construction, opera-

tion, and maintenance of such bridge and its approaches and terminals as are

possessed by bridge corporations for bridge purposes in the State or States in

which such real estate and other property are located upon making just com-

pensation therefor, to be ascertained and paid according to the laws of such

State or States; and the proceedings therefor shall be the same as in the con-

demnation and expropriation of property in such State or States.
SEC. 3. The said Natchez-Vidalia Bridge and Terminal Company, its suc-

cessors, and assigns are hereby authorized to fix and charge tolls for transit over

such bridge, and the rates so fixed shall be the legal rates until changed by the

Secretary of War under the authority contained in such act of March 23, 1906.

SEC. 4. After the date of completion of such bridge, as determined by the

Secretary of War, either the State of Mississippi, the State of Louisiana, any

political subdivision of either of such States within or adjoining which any part
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of such bridge is located, or any two or more of them jointly, may at any time
acquire and take over all right, title, and interest in such bridge and approaches,
and interests in real property necessary therefor, by purchase, or by condemna-
tion in accordance with the law of either of such States governing the acquisi-
tion of private property for public purposes by condemnation. If at any time
after the expiration of twenty years after the completion of such bridge it is ac-
quired by condemnation, the amount of damages or compensation to be allowed
shall not include good will, going value, or prospective revenues or profits, but
shall be limited to the sum of (1) the actual cost of constructing such bridge and
approaches, less a reasonable deduction for actual depreciation in respect of such
bridge and approaches, (2) the actual cost of acquiring such interests in real
property, (3) actual financing and promotion costs (not to exceed 10 per centum
of the sum of the cost of construction of such bridge and appr.oaches and the ac-
quisition of such interests in real property), and (4) actual expenditures for
necessary improvements.
SEC. 5. If such bridge shall be taken over and acquired by the States or political

subdivisions thereof under the provisions of section 4 of this act, the same may
thereafter be operated as a toll bridge. In fixing the rates of toll to be charged for
the use of such bridge the same shall be so adjusted as to provide as far as possible
a sufficient fund to pay for the cost of maintaining, repairing, and operating the
bridge and its approaches

' 
to pay an adequate return on the cost thereof, and to

provide a sinking fund sufficient to amortize the amount paid therefor within a
period of not to exceed thirty years from the date of acquiring the same. After
a sinking fund sufficient to pay the cost of acquiring such bridge and its approaches
shall have been provided, the bridge shall thereafter be maintained and operated
free of tolls or the rates of toll shall be so adjusted as to provide a fund not to
exceed the amount necessary for the proper care, repair, maintenance, and opera-
tion of the bridge and its approaches. An accurate record of the amount paid
for acquiring the bridge and its approaches, the expenditures for operating, re-
pairing, and maintaining the same, and of the daily tolls collected shall be kept,
and shall be available for the information of all persons interested.
SEC. 6. The said Natchez-Vidalia Bridge and Terminal Company, its successors

and assigns, shall, within ninety days after the completion of such bridge, file
with the Secretary of War a sworn itemized statement showing the actual original
cost of constructing such bridge and its approaches, including the actual cost of
acquiring interests in real property and actual financing and promotion costs.
Within three years after the completion of such bridge the Secretary of War may
investigate the actual cost of such bridge, and for such purposes the said Natchez-
Vidalia Bridge and Terminal Company, its successors and assigns shall make
available to the Secretary of War all of the records in connection with the financing
and construction thereof. The findings of the Secretary of War as to such actual
original cost shall be conclusive, subject only to review in a court of equity for
fraud or gross mistake.

SEC. 7. The right to sell, assign, transfer, and mortgage all the rights, powers„
and privileges conferred by this act is hereby granted to the said Natchez-Vidalia
Bridge and Terminal Company, its successors or assigns, and any corporation to
which- such rights, powers, and privileges may be sold, assigned, or transferred,
or which shall acquire the same by mortgage foreclosure or otherwise, is hereby
authorized and empowered to exercise the same as fully as though conferred herein
directly upon such corporation.
SEC. 8. The right to alter, amend, or repeal this act is hereby expressly reserved.
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BRIDGE ACROSS THE MISSISSIPPI RIVER AT OR NEAR

VICKSBURG, MISS.

APRIL 19 (calendar day, APRIL 20), 1926.—Ordered to be printed

Mr. 13INGHAm, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 9758]

The Committee on Commerce, to whom was referred the bill

(H. R. 9758) granting the consent of Congress to the Vicksburg

Bridge & Terminal Co. to construct, maintain, and operate a bridge

across the Mississippi River at or near the city of -Vicksburg, Miss.,

have considered the same and report thereon with an amendment,

and, as so amended,,recommend that the bill do pass.
Strike all after the enacting clause and in lieu thereof insert the

following:
That the consent of Congress is hereby granted to the Vicksburg Bridge and

Terminal Company, its successors and assigns, to construct, maintain, and op
er-

ate a bridge and approaches thereto across the Mississippi River, at a po
int

suitable to the interests of navigation, between a point in the city of Vick
sburg,

Mississippi, at or near the crossing of the Dixie Overland Highway, and a
 point

opposite in the State of Louisiana, at or near the continuation of t
he Dixie

Overland Highway, in accordance with the provisions of the act entitled
 "An

act to regulate the construction of bridges over navigable waters,
" approved

March 23, 1906, and subject to the conditions and limitations containe
d in this

act.
SEC. 2. There is hereby conferred upon the said Vicksburg Bridge 

and Ter-

minal Company, its successors and assigns, all such rights and powers
 to enter

upon lands and to acquire, condemn, appropriate, occupy, possess, and
 use real

estate and other property needed for the location, constructio
n, operation, and

maintenance of such bridge and its approaches and terminals as are possess
ed by

bridge corporations for bridge purposes in the State or States in w
hich such real

estate And other property are located upon making just compe
nsation therefor,

to be ascertained and paid according to the laws of such Sta
te or States; and the

proceedings therefor shall be the same as in the condemnation and ex
propriation

of property in such State or States.
SEC. 3. The said Vicksburg Bridge and Terminal Compan

y, its successors and

assigns, are hereby authorized to fix and charge tolls for transit
 over such bridge,

arid the rates so fixed shall be the legal rates until chang
ed by the Secretary of

War under the authority contained in such act of March 23,
 1906.
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SEC. 4. After the date of completion of such bridge, as determined by the
Secretary of War, either the State of Mississippi, the State of Louisiana, any
political subdivision of either of such states within or adjoining which any part
of such bridge is located, or any two or more of them jointly, may at any time
acquire and take over all right, title, and interest in such bridge and approaches,
and interests in real property necessary therefor

' 
by purchase, or by condemna-

tion in accordance with the law of either of such States governing the acquisition
of private property for public purposes by condemnation. If at any time after
the expiration of twenty years after the completion of such bridge it is acquired
by condemnation, the amount of damages or compensation to be allowed shall
not include good will, going value, or prospective revenues or profits, but shall be
limited to the sum of (1) the actual cost of constructing such bridge and ap-
proaches, less a reasonable deduction for actual depreciation in respect of such
bridge and approaches, (2) the actual cost of acquiring such interests in real
property, (3) actual financing and promotion costs (not to exceed 10 per centum
of the sum of the cost of construction of such bridge and approaches and the
acquisition of such interests in real property), and (4) actual expenditures for
necessary improvements.
SEC. 5. If such bridge shall be taken over and acquired by the States or political

subdivisions thereof under the provisions of section 4 of this act, the same may
thereafter be operated as a toll bridge; in fixing the rates of toll to be charged
for the use of such bridge, the same shall be so adjusted as to provide as far as
possible a sufficient fund to pay for the cost of maintaining, repairing, and
operating the bridge and its approaches, to pay an adequate return on the cost
thereof, and to provide a sinking fund sufficient to amortize the amount paid
therefor within a period of not to exceed thirty years from the date of acquiring
the same. After a sinking fund sufficient to pay the cost of acquiring such
bridge and its approaches shall have been provided, the bridge shall thereafter
be maintained and operated free of tolls or the rates of toll shall be so adjusted
as to provide a fund not to exceed the amount necessary for the proper care,
repair

' 
maintenance, and operation of the bridge and its approaches. An accurate

record of the amount paid for acquiring the bridge and its approaches, the expen-
ditures for operating, repairing, and maintaining the same, and of the daily tolls
collected shall be kept, and shall be available for the information of all persons
interested.

SEC. 6. The said Vicksburg Bridge and Terminal Company, its successors and
assigns, shall, within ninety days after the completion of such bridge, file with
the Secretary of War a sworn itemized statement showing the actual . original
cost of constructing such bridge and its approaches, including the actual cost
of acquiring interests in real property and actual financing and promotion costs.
Within three years after the completion of such bridge the Secretary of War may
investigate the actual cost of such bridge, and for such purposes the said Vicks-
burg Bridge and Terminal Company, its successors and assigns, shall make
available to the Secretary of War all of the records in connection with the financing
and construction thereof. The findings of the Secretary of War as to such actual
original cost shall be conclusive, subject only to review in a court of equity for
fraud or gross mistake.

SEC. 7. The right to sell, assign, transfer, and mortgage all the rights, powers,
and privileges conferred by this act is hereby granted to the said Vicksburg,
Bridge and Terminal Company, its successors or assigns, and any corporation
to which such rights, powers, and privileges may be sold, assigned, or transferred,
or which shall acquire the same by mortgage foreclosure or otherwise, is hereby
authorized and empowered to exercise the same as fully as though conferred
herein directly upon such corporation.
SEC. 8. The right to alter, amend, or repeal this act is hereby expressly re-

served.
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TONGUE RIVER OR NORTHERN CHEYENNE INDIAN RESER—
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APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. KENDRICK, from the Committee on Indian Affairs, submitted
the following

REPORT

[To accompany H. R. 95581

The Committee on Indian Affairs, to whom was referred the bill
(H. R. 9558) to provide for allotting in severalty agricultural lands
within the Tongue River or Northern Cheyenne Indian Reservation
in Montana, and for other purposes, having considered the same,
report favorably thereon with the recommendation that the bill do
pass with the following amendments:

Strike out all after the enacting clause and insert in lieu thereof
the following:
That the Northern Cheyenne Indian Reservation heretofore set apart by

Executive order dated the 19th day of March, 1900, for the permanent use and

occupation of the Northern Cheyenne Indians in Montana be, and the same is

hereby, declared to be the property of said Indians, subject to such control and

management of said property as the Congress of the United States may direct.

SEC. 2. That the Secretary of the Interior be, and he is hereby, authorized to
cause to be prepared a complete roll containing the names of all said Northern

Cheyenne Indians, for whom said reservation was set apart as aforesaid, and

their heirs, which roll, ,when approved by him, shall be the basis for allott
ing

the land on said reservation, as herein provided. The Secretary of the Interior

shall also cause to be prepared, in such manner as he may deem advisable, a list

of the lands of said Indian reservation and to classify the same as agricu
ltural,

grazing, and land chiefly valuable for the timber thereon. As soon as practicable

after the approval of said tribal roll and after the approval of said list of lands

classified as above provided, the Secretary of the Interior is hereby authorized

to allot in severalty to the duly enrolled Indians in areas not exceeding 160 ac
res

to any individual from the lands appearing on said approved list: Pro
vided,

That in allotting said lands each Indian shall be allotted a proportion of t
he

agricultural, grazing, and timberlands, respectively: And provided further,

That any Indian desiring to secure contiguous territory for his allotment m
ay

be allotted grazing land in lieu of his or her proportion of agricultura
l land

and trust patents shall be issued therefor of the form and legal effect 
authorized

by the act of February 8, 1887 (Twenty-fourth Statute, page 388), as 
amended.
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SEC. 3. That the timber, coal or other minerals, including oil, gas, and other
natural deposits on said reservation, are hereby reserved for the benefit of the
tribe: Provided, That at the expiration of fifty years from the date of the
approval of this act the coal or other minerals, including oil, gas, and other
natural deposits of said allotments shall become the property of the respective
allottees or their heirs: Provided further, That the unallotted lands of said
tribe of Indians shall be held in common

' 
subject to the control and management

thereof as Congress may deem expedient for the benefit of said Indians.
SEC. 4. That before any allotment shall be made as herein authorized there

shall be reserved on said reservation sufficient land for schools, agency, cemetery,
town site, recreation, and missionary purposes: Provided, That no such reserva-
tion shall exceed five acres for public schools, six hundred and forty acres for
agency, one hundred and sixty acres for recreation purposes, five acres for ceme-
tery purposes

' 
two acres for missionary purposes, and eighty acres for town site

purposes at Lame Deer, Montana, and forty acres elsewhere; said town sites to
be platted and subdivided in lots, streets, and alleys in accordance with rules
and regulations to be prescribed by the Secretary of the Interior: Provided further,
That the Secretary of the Interior shall be authorized to lease, sell, or otherwise
dispose of said lots within said town sites in accordance with existing law, and
such mercantile timber as may be on unallotted lands and to deposit the avails
thereof in the Treasury of the United States to the credit of the Northern Chey-
enne Indians: Provided further

' 
That all the income of said tribe from rents, royal-

ties, or other profits accruing from sale of any timber, coal, or other minerals,
including oil, gas, and other natural deposits herein reserved for the benefit of
the said Indians, including proceeds from sales of town lots, shall be distrib-
uted per capita to said Indians on the 1st day of July and the 1st day of Jan-
uary in each year, except 10 per centum thereof, which shall be applied and ex-
pended for the education of the children of said Indians: Provided further,
That said 10 per centum fund shall be used proportionately among such chil-
dren to be educated, and the said Indians shall be subject to the laws of the
State of Montana with reference to compulsory education.

SEC. 5. That there is hereby authorized to be appropriated out of any money
in the Treasury not otherwise appropriated, the sum of $30,000, or so much
thereof as may be necessary to pay the expenses of making the tribal roll, of
compiling the list of lands on said reservation, for the necessary surveys and
classifications, and all other expenses in connection with the allotment work:
Provided, That the sum of $2,500 shall be available for the payment of the ex-
penses of the tribal Indian council in holding meetings on said reservation and
for the expenses of delegates which such council may have heretofore sent, or
may hereafter send, to the City of Washington on tribal business.

Amend the title to read as follows: "To provide for allotting in
severalty lands within the Northern Cheyenne Indian Reservation
in Montana, and for other purposes."

This bill in its original form was introduced at the request of the
department and the facts are set out in House Report No. 383,
Sixty-ninth Congress, first session, which is attached hereto and made
a part of this report.
An identical bill was introduced in the Senate at the department's

request, and was numbered S. 3261. Later the Secretary of the In-
terior requested that the bill be amended by inserting a new section
and his letter to that effect, under date of April 13, 1926, is also at-
tached hereto and made a part of this report. The bill which your

reports is similar to the departmental bill with the amend-
ment suggested in the Secretary's letter of April 13, 1926.

[House Report No. 383, Sixty-nineth Congress, first session]

The Committee on Indian Affairs, to whom was referred the bill (H. R. 9558)
to provide for allotting in severalty agricultural lands within the Tongue River
or Northern Cheyenne Indian Reservation in Montana, and for other purposes,
having considered the same, report thereon with a recommendation that it do
pass with the following amendments:
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Page 1, line 9, after the word "reservation," insert the words "upon said roll."
Page 2, line 22, strike out all of line 22 and the word "minerals," in line 23,

and insert "Provided, however, That."
Page 2, line 23, strike out the word "thereof" and insert the following, "of

any lands in this reservation."
Page 2, line 25, after the word "provided," insert the word "further."
This bill is recommended by the Secretary of the Interior, as evidenced by the

attached letter, which is made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, February 17, 1926.

Hon. SCOTT LEAVITT,
Chairman Committee on Indian Affairs,

House of Representatives.

MY DEAR MR. LEAVITT: Your attention is respectfully invited to the inclosed

draft of a proposed bill authorizing the Secretary of the Interior to allot agricul-

tural lands of the Tongue River or Northern Cheyenne Indian Reservation in

Montana to the Indians of that reservation in areas not exceeding 80 acres to
each individual.
The records show that there are approximately 1,408 Indians on that reserva-

tion and the area is 489,500 acres. The reservation was established by Executive

orders of November 26, 1894, and March 19, 1900. Up to the present none of

the lands there have been allotted in severalty for the reason that it has been

thought best to keep the entire reservation in tribal status for general grazing

purposes. It is now believed that a part of the agricultural lands may be advan-

tageously allotted by exercising care to group the allotments so as not to interfere

with the grazing industry. In order to avoid difficulty in protecting the grazing

area from allotment selections it is deemed advisable to have the agricultural

lands that may be allotted officially listed before the allotment selections are

made and also have it understood that only lands included on the approved list

may be selected.
The proposed bill also provides for the preparation of a roll of the Indians

having rights on that reservation; also for a report by the Geological Survey,

covering the lands that may be listed for allotment, as to coal and other mineral

deposits and as to power or reservoir sites. In the event any of the land listed

for allotting is found to contain coal or other minerals, it is contemplated to

reserve all such minerals for the tribe and to allot the surface only. 'Timbered

lands are also to be excluded from the list of lands available for allotment se-

lections.
It will be necessary to provide funds to cover the expenses of preparing the

roll of eligible Indians and of listing the lands available for allotting, as well as

the general expenses of surveying and marking the allotment selections; therefore

the authorization of an appropriation of $10,000, or as much thereof as may
 be

needed, has been included in the proposed legislation. The draft of the proposed

bill as submitted covers the various features discussed, and the favorabl
e con-

sideration thereof is respectfully recommended to your committee a
nd the

Congress.
The Bureau of the Budget advised on February 1, 1926, that the appropria

tion

would not be in conflict with the financial program of the President.

Very truly yours, HUBERT WORK.

DEPARTMENT OF THE INTERIOR,
Washington, April 13, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.

MY DEAR SENATOR HARRELD: Referring to Senate bill 
3261 providing for the

allotment of agricultural lands on the Tongue River 
and Northern Cheyenne

Reservation in Montana, our attention is invited by the repr
esentatives of the

General Council of Mennonites of North America to the 
fact that the omission

therein of any provision which would protect their organizat
ion in its work for the

benefit of the Indians of that reservation is embarrassing to 
them.
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It is believed that mission organizations should not be disturbed in their
occupancy of sites heretofore set apart for their use under department authorities.
There will undoubtedly be need for extension of their work or for the establish-
ment of missions of other denominations as the Indians themselves advance.
It is therefore requested that the bill be amended by changing the numbering
of the present section 3 to section 4 and inserting after line 4 on page 3 a new
section 3 to read as follows:
"SEC. 3. That authority is hereby vested in the Secretary of the Interior to

cause to be reserved, so long as they are needed and used for the benefit of the
Northern Cheyennes, suitable lands for the following purposes: For school, 

iagency and other administrative purposes not to exceed n all six hundred and
forty acres; for tribal cemeteries at points needed, not to exceed in all one hundred
and sixty acres; with the consent of the tribal council lands required for religious
and educational purposes including parsonage, church, cemetery, and garden
sites, not to exceed forty acres at any one point; for recreational purposes having
an educational feature, not to exceed ten acres at any one point; for public-school
purposes not to exceed two and one-half acres at any one point: Provided, That
such tracts excepting only the tribal cemeteries shall remain reserved only so long
as they are used for the purposes for which they are set apart: Provided further,
That the organizations now engaged in educational and religious work on the
reservation shall not be disturbed in their occupancy of the sites heretofore set
apart under authority of the Secretary of the Interior so long as they continue
to be used solely in the advancement of religious and welfare work for the benefit
of the Northern Cheyenne Indians."

There is no good reason why such provisions should not finally satisfy the
Indians, since they place in the tribal council the right to pass upon all future
petitions for mission sites. At the same time the rights of the present missions
are fully protected.

It is requested that this proposed amendment receive your favorable action.
Very truly yours,

HITBEAT WORK.
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TO AMEND SECTIONS 1, 5, 6, $, AND 18 OF AN ACT APPROVED JUNE
4, 1920, ENTITLED "AN ACT TO PROVIDE FOR THE ALLOTMENT
OF LANDS OF THE CROW TRIBE, FOR THE DISTRIBUTION OF

TRIBAL FUNDS, AND FOR OTHER PURPOSES"

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. WHEELER, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany H. R. 8185]

The Committee on Indian Affairs, to whom was referred the bill
(H. R. 8185) to amend sections 1, 5, 6, 8, and 18 of an act approved
June 4, 1920, entitled "An act to provide for the allotment of lands
of the Crow Tribe, for the distribution of tribal funds and for other
purposes," having considered the same, report favorably thereon with
the recommendation that the bill do pass with the following amend-
ment:
Page 3, line 20, strike out all after the words "Provided further,"

down to and including the word "years" on page 4, line 7, and insert.
in lieu thereof the following:
That any allottee classified as competent and any adult incompetent Indian

with the advice and assistance of the superintendent which such adult incom-
petent shall seek, may lease his or her allotment or any part thereof and allot-
ments of minor children dependent upon him or her for support without restric-
tions, but the moneys received for all other minors shall be paid to the superin-
tendent for the benefit of said minors, and where a group of allottees desire to
lease their several allotments as a unit, such allottees may in writing agree to
unite their several allotments and select a committee from their number to lease
the whole thereof for and in their behalf under such terms as the said allottees
may have previously agreed upon, but no lease shall be for a period longer than
five years. All leases made under this section shall be recorded at the Crow
Agency.

The facts are fully set out in House Report No. 228, Sixty-ninth
Congress, first session, which is attached hereto and made a part of
this report.
There is also attached a letter from the Secretary of the Interior

under date of March 17, 1926.
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[House Report No. 228, Sixty-ninth Congress, first session]

The Committee on Indian Affairs, to whom was referred the bill (H. R. 8185)
to amend sections 1, 5, 6, 8, and 18 of an act approved June 4, 1920, entitled
"An act to provide for the allotment of lands of the Crow Tribe, for the distribu-
tion of tribal funds, and for other purposes," having considered the same, report
thereon with a recommendation that it do pass with the following amendments:
Page 3, line 21, after the word "allottee, ' insert the following: "classified as

competent and any adult incompetent Indian with the assistance of the super- ,
intendent."
Page 3, line 22, after the word "thereof," strike out all down to and including

the word "age," in line 23, and insert in lieu thereof the following: "and allot-
ments of minor children dependent upon them for support without restrictions,
but the moneys received for all other minors shall be paid to the superintendent
for the benefit of said minors."
Page 8, line 22, strike out the words "has been" and insert the words "can be."
A subcommittee and your full committee have held extensive hearings on this

measure and the Department of the Interior and repsesentatives of the Crow
Tribe were allowed to present a very complete case. This bill amends the act
of June 4, 1920, and the greater part of the language of the present bill is the same
as existing law.
The proposed amendments to existing law as contained in this bill are as

follows:
Section 1. This section is amended by adding the words "as amended" for the

purpose of clarifying the language, and it is further amended to allow the Indians
to lease their lands without restrictions. It is believed by the Indians that this
action will be of great benefit to the entire tribe.

Section 5. This section is amended to authorize the leasing or disposal of lands
reserved for agency, school, cemetery, religious, and recreation purposes, when
they are no longer needed for such uses.

Section 6. This section is amended to provide that the tribal council must
approve of the renewal of existing and all other leases and provides for the develop-
ment of leases after minerals shall have been discovered in paying quantities.

Section 8. This section deals with irrigation matters on this reservation and
amends the present law regarding the reimbursable feature of money expended
out of the funds of the tribe. This amendment does not in any way affect the
reimbursable feature of the moneys expended out of the Treasury of the United
States.

Section 18. This section amends the present law in that it eliminates the
provision that $2,500 could only be expended in any one fiscal year for the ex-
penses of the tribal council and delegates.
The report of the Secretary of the Interior on this bill is attached hereto and

made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, January 30, 1926.

Hon. SCOTT LEAVITT,
Chairman Committee on Indian Affairs, House of Representatives.

MY DEAR MR. LEAVITT: I have your letter of January 23, 1926, inclosing copy
of H. R. 8185 (69th Cong., 1st sess.).
This bill contemplates amending sections 1, 5, 6, 8, and 18 of an act approved

June 4, 1920 (41st Stat. L. 751-757), affecting rights of the Crow Tribe of Indians
of Montana.
The first change in section 1 of the act appears in line 5 of page 3, where the

words, "as amended" have been added for the purpose of clarifying in the minds
of the Indians that the trust patents issued in pursuance thereto shall have the
force and legal effect as prescribed by the act known as the "General allotment
act" of February 8, 1887, as amended up to the present. The addition of these
two words will not in any way affect existing law.
The next change in section 1 is the addition of the language beginning with

"Provided further," in line 21, page 3, and continuing down to and including line
4 of page 4. This proposed amendment if enacted into law undoubtedly would
result in difficulty and work injustice in the case of noncompetent Indians, who
then would be permitted to lease their lands without proper assistance and
guidance. Parents could lease allotments of minor children in cases where such
parents are not providing for, nor looking after the welfare of, such minors,
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thereby depriving those who are looking after such minors of an opportunity to
secure funds to defray the expenses of such minors. In view of the foregoing,
it is suggested that the words, "classified as competent" be inserted after the
word " allottee," appearing in line 21 of page 3; and beginning with the word
"without," in line 22, strike out the remainder of that line and that part of line
23 down to and including the word "age," inserting in lieu thereof the words
"and allotments of minor children dependent upon them for support without
restrictions"; and insert the word "such" after the last word of line 23. These
suggested changes, it is believed will protect the noncompetent Indians and also
will prevent a parent who is not providing for his or her minor children from
leasing the allotments of such minors.
The proposed amendment to section 5 is an additional provision to the exist-

ing section and begins with the words "Provided further, in line 25 of page 4
of the bill, continuing dawn to the end of line 4, page 5 thereof. This provision
will authorize the leasing or disposal of lands reserved for agency, school, ceme-
tery, religious, and recreation purposes that are no longer required for such
purposes, in such manner as the Crow Indians may determine. This proposed
amendment will not affect these reservations unless they are no longer used or
required for the benefit of the tribe. Since these reserves are on tribal land the
tribe should have an opportunity of determining how they shall be disposed of
after they are no longer required for their present purposes.
The first change in section 6 of the proposed amendment of that section appears

on page 5 in line 12, wherein the word "may" has been inserted in lieu of the
word shall," for the purpose of granting discretion in the matter. Beginning
with the word "and," at the end of line 14 of the same page, the remainder of
that page down to and including the word "Indians," in line 24, has been added
tO that section. By this provision no lease may be renewed with a lessee unless
the tribal council agrees to such renewal. There may be times when a beneficial
lease for the Indians might be held up by reason of failure of the tribal council
to agree to the renewal of such lease. Your careful consideration of this pro-
vision should, therefore, be given. The remaining part of that section referred
to has in mind preventing any lessee withholding development of his lease after
minerals shall have been discovered in paying quantities. The remainder of
section 6 is identical with existing law.

Section 8 deals with irrigation matters on this reservation. Under existing
law all moneys expended prior or subsequent to the enactment of the act of
June 4, 1920, regardless of the source from which taken, are made reimbursable
on a per acre basis by the owners of the lands benefited. The Indians contend
this section should be modified, particularly since the greater portion of the
money expended for irrigation work on this reservation was taken from their
tribal funds in pursuance with written requests by them without thought of
reimbursement, and that it is an injustice to require reimbursement of the moneys
expended by the individuals benefited; that the individual Indians still owning
irrigable allotments are not financially able to repay their share of such funds.
Furthermore, where allotments have been sold if the purchaser can show he
paid a price which included a water right and no payment has been made by the
Indian to cover the irrigation costs such Indian or his heirs can be required to
pay the irrigation charges, thereby working a hardship on such Indian.
The suggested amendment has in mind elimination of the reimbursable feature,

except where funds were expended out of the. Treasury of the United States from
appropriations that were not gratuitious and where the Indians in council had
not specifically approved the expenditure of the tribal funds. It is my under-
standing that the tribal council of the Indians has voted upon this matter and
feels that the equitable way is along the lines of the suggested amendment.
Between $400,000 and $500,000 has been expended out of the Treasury of the
United States in constructing the irrigation systems on this reservation. This
fund, under the proposed amendment, would be reimbursable to the United.
States, so that the Government would not lose by its enactment. It is sug-
gested that in line 22 of page 8 the words "has been" be changed to "can be,"
so as to conform with existing practice.

Section 18 is identical with existing law, with the exception that the last
proviso which reads, "Provided, That not to exceed $2,500 shall be expended in
any one fiscal year," has been eliminated. The elimination of these words it is
not believed materially affects existing law. Discretion is exercised in expending
tribal funds to defray expenses of general council or councils or business com-
mittees in looking after the tribal affairs of the Indians and also in paying neces-
sary expenses and per diem of the tribal legislative committee when visiting
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Washington on tribal business. By the elimination of this provision it would be
possible to pay the total expenses incurred in any year should they exceed $2,500,
which can not now be done.
Other than those matters herein referred to, there appears to be no objection

to the enactment of the legislation. The Director of the Bureau of the Budget
has advised that this is not in conflict with the financial program of the President.

Very truly yours,
HUBERT WORK.

DEPARTMENT OF THE INTERIOR,
Washington, March 17, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELD: Further reference is had to your recent request

for opinion on H. R. 8185, as amended and passed by the House.
A report on S. 2694, which bill was identical with H. R. 8185 as introduced in

the House, was submitted to you under date of February 10, 1926. A copy of
report on H. R. 8185 accompanied the report.
In the report attention is invited to the language beginning with "Provided

further," in line 21, page 3, and continuing down to and including line 4 of page
4, regarding the leasing of allotments. Certain suggestions were made in the
report which it was thought would safeguard the rights of incompetent and minor
Indians. With respect to the minor Indians the bill as introduced if enacted
into law would no doubt have permitted parents who were not providing for
such minors leasing their allotments and deriving the revenue obtained from
such allotments, thereby depriving the minors or those who look after such
children from securing funds to provide for their maintenance. The bill as it
passed the House, with reference to this provision, does not appear to entirely
safeguard the rights of all minor children nor the rights of incompetent Indians.
This language, beginning on line 20, page 3, and continuing down to the word
"minors," line 1, page 4, reads as follows:

"Provided further, That any allottee classified as competent and any adult
incompetent Indian with the assistance of the superintendent, may lease his or
her allotment or any part thereof and allotments of minor children dependent
upon them for support without restrictions, but the moneys received for all

-- other minors shall be paid to the superintendent for the benefit of said minors."
The provision to the effect that any adult incompetent Indian with the as-

sistance of the superintendent does not guarantee protection of such Indian's
rights in that the term "assistance" does not in any way prevent such Indians
from leasing their lands without taking the matter up with the superintendent.
Furthermore, the phrase beginning with the last word in line 24, page 3, which
reads, "but the moneys received for all other minors shall be paid to the super-
intendent for the benefit of said minors," undoubtedly would lead to misunder-
standing, particularly since it is incomplete. It is suggested, therefore, that the
language above quoted be changed to read as follows:

"Provided further, That any allottee classified as competent may lease his or
her allotment or any part thereof and allotments of minor children dependent
upon them for support without restrictions, and any adult incompetent Indians
with the approval of the superintendent may lease their allotments and the al-
lotments of their minor children dependent upon them for support under the
same conditions as allottees classified as competent as herein provided."

This suggested change it is believed will amply protect the respective rights of
the Indians.

Section 5 is identical with the bill as originally introduced.
Regarding section 6 of the bill, your attention is invited to the first para-

graph of page 3 of copy of inclosed report addressed to the chairman, Committee
on Indian Affairs of the House of Representatives.

Concerning section 8, your attention is invited to the last paragraph begin-
ning on page 3, continuing on page 4, of the report above referred to. The
amendment suggested therein is contained in the bill as it passed the House.

Regarding section 18, attention is invited to the next to the last paragraph of
page 5 of such report.

Very truly yours,
111JBERT WORK.
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BRIDGE ACROSS THE MISSISSIPPI RIVER AT CAPE
GIRARDEAU, MO.

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 10164]

The Committee on Commerce, to whom was referred the bill(H. R. 10164) granting the consent of Congress to Cape Girardeau
Chamber of Commerce (Inc.) to construct, maintain, and operate a.bridge across the Mississippi River at Cape Girardeau, Mo., have
considered the same and report thereon with an amendment, and as
so amended recommend that the bill do pass.

Strike out all after the enacting clause and insert in lieu thereof
the following:
That the consent of Congress is hereby granted to the Cape Girardeau Cham-ber of Commerce (Incorporated), its successors and assigns, to construct, main-tain, and operate a bridge and approaches thereto across the Mississippi River,at a point suitable to the interests of navigation, between the city of CapeGirardeau, Missouri, and a point opposite in Alexander County, Illinois, inaccordance with the provisions of the act entitled "An act to regulate the con-struction of bridges over navigable waters," approved March 23, 1906, andsubject to the conditions and limitations contained in this act.
SEC. 2. There is hereby conferred upon the said Cape Girardeau Chamber ofCommerce (Incorporated), its successors and assigns, all such rights and powersto enter upon lands and to acquire, condemn, appropriate, occupy, possess, anduse real estate and other property needed for the location, construction, opera-tion, and maintenance of such bridge and its approaches and terminals as arepossessed by bridge corporations for bridge purposes in the State or States inwhich such real estate and other property are located upon making just compen-sation therefor, to be ascertained and paid according to the laws of such State

or States; and the proceedings therefor shall be the same as in the condemnationand expropriation of property in such State or States.
SEC. 3. The said Cape Girardeau Chamber of Commerce (Incorporated), itssuccessors and assigns, are hereby authorized to fix and charge tolls for transit

over such bridge and the rates so fixed shall be the legal rates until changed by
the Secretary of 

bridge,
under the authority contained in such act of March 23, 1906.

Sxc. 4. After the date of completion of such bridge, as determined by the
Secretary of War, either the State of Missouri, the State of Illinois, any political
subdivision of either of such States within or adjoining which any part of such
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bridge is located, or any two or more of them jointly, may at any time acquire
and take over all right, title, and interest in such bridge and approaches, and
interests in real property necessary therefor, by purchase or by condemnation in
accordance with the law of either of such States governing the acquisition of
private property for public purposes by condemnation. If at any time after
the expiration of twenty years after the completion of such bridge it is acquired by
condemnation, the amount of damages or compensation to be allowed shall not
include good will, going value, or prospective revenues or profits, but shall be
limited to the sum of (1) the actual cost of constructing such bridge and ap-
proaches, less a reasonable deduction for actual depreciation in respect of such
bridge and approaches; (2) the actual cost of acquiring such interests in real
property; (3) actual financing and promotion costs (not to exceed 10 per centum
of the sum of the cost of construction of such bridge and approaches and the
acquisition of such interests in real property); and (4) actual expenditures for
necessary improvements.
SEC. 5. If such bridge shall be taken over and acquired by the States or political

subdivisions thereof under the provisions of section 4 of this act, the same may
thereafter be operated as a toll bridge. In fixing the rates of toll to be charged
for the Ifse of such bridge, the same shall be so adjusted as to provide as far as
possible a sufficient fund to pay for the cost of maintaining, repairing, and oper-
ating the bridge and its approaches, to pay an adequate return on the cost thereof,
and to provide a sinking fund sufficient to amortize the amount paid therefor
within a period of not to exceed 30 years from the date of acquiring the same.
After a sinking fund sufficient to pay the cost of acquiring such bridge and its
approaches shall have been provided, the bridge shall thereafter be maintained
and operated free of tolls or the rates of toll shall be so adjusted as to provide a
fund not to exceed the amount necessary for the proper care, repair, maintenance,
and operation of the bridge and its approaches. An accurate record of the amount
paid for acquiring the bridge and its approaches, the expenditures for operating,
repairing, and maintaining the same, and of the daily tolls collected shall be
kept, and shall be available for the information of all persons interested.

SEC. 6. The said Cape Girardeau Chamber of Commerce (Incorporated), its
successors and assigns, shall, within ninety days after the completion of such
bridge, file with the Secretary of War a sworn itemized statement showing the
actual original cost of constructing such bridge and its approaches, including
the actual cost of acquiring interests in real property and actual financing and
promotion costs. Within three years after the completion of such bridge the
Secretary of War may investigate the actual cost of such bridge, and for such
purposes the said Cape Girardeau Chamber of Commerce (Incorporated), its
successors and assigns, shall make available to the Secretary of War all of its
records in connection with the financing and construction thereof. The findings
of the Secretary of War as to such actual original cost shall be conclusive, subject
only to review in a court of equity for fraud or gross mistake.
SEC. 7. The right to sell, assign, transfer, and mortgage all the rights, powers,

and privileges conferred by this act is hereby granted to the said Cape Girardeau
Chamber of Commerce (Incorporated), its successors or assigns, and any cor-
poration to which such rights, powers, and privileges may be sold, assigned, or
transferred, or which shall acquire the same by mortgage foreclosure or other-
wise, is hereby authorized and empowered to exercise the same as fully as
though conferred herein directly upon such corporation.

SEC. 8. The right to alter, amend, or repeal this act is hereby expressly

reserved.
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AMENDING THE DISTRICT OF COLUMBIA APPROPRIA-
TION ACT OF 1913

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. CAPPER, from the Committee on the District of Columbia, sub-
mitted the following

REPORT

[To accompany S. 3403]

The Committee on the District of Columbia, to whom was referred
the bill (S. 3403) to amend section 8 of the act making appropriations
to provide for the expenses of the government of the District of
Columbia for the fiscal year ending June 30, 1914, and for other
purposes, approved March 4, 1913, having considered the same, report
favorably thereon with the recommendation that the bill do pass
with the following amendment:
Page 2, following the period in line 22, add the following:
Provided, That the amount expended by the commission in any valuation or

rate case shall not exceed one-half of 1 per cent of the existing valuation of the
company investigated, and that the amount expended in all other investigatigns
shall not exceed one-tenth of 1 per cent of the existing valuation for any one
company for any one year.

The object of the bill is to provide funds to meet the expense of
valuation or revaluation, as well as other proceedings by the Public
Utilities Commission, involving public utility companies operating
in the District of Columbia. It provides that such expense shall be
borne by the public utility investigated or valued, as a special fran-
chise tax, which it may charge back to operating expenses, together
with interest at 6 per cent, to be allowed for in the rates charged by
such utility to the public.

The purpose of the committee's amendment is to limit the expense
to a maximum of one-half of 1 per cent of the existing valuation of
the utility in case of valuation or rate proceedings, and to a maximum
of one-tenth of 1 per cent for all other investigations in the course of
any one year. This is a limitation upon the Public Utility Commis-
sion and not upon the companies.
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Under the terms of the, bill, when an investigation, rate case, or
valuation proceeding is instituted, the Public Utilities Commission
may call upon the company affected for the deposit of a reasonable
sum of money necessary to cover the initial expense, with additional
calls as the work progresses. Any unexpended balance shall be re-
turned to the utility company.
In 1917 and 1919, as the result of prior appropriations of $156,000

by Congress, the Public Utilities Commission made valuations of public
utilities operating in the District of Columbia. These were contested
by some of the companies in the courts, with the result that quite
recently the valuations involved were decreed incorrect in one respect,
and will have to be revised to be of use as a basis for the determina-
tion of reasonable rates to be charged the public, yielding a fair return
to the companies. Several months ago the gas companies applied
to the Public Utilities Commission for a revaluation of their proper-
ties, and in hearings before your committee the representative of
those companies stated that a valuation of at least 33 per cent in
excess of the previous valuation by the Public Utilities Commission
is deemed proper by the companies. The gas companies during the
roast year have expended $100,000 in a valuation conducted under
their own direction, indicating an intention to request an increase of
rates based upon an enhanced value of property. The cost of the
companies' own valuations, of course, is borne by the consumers of
gas, through the rates that are paid for gas, and the evident purpose of
the valuations is to charge the public still more.
As pointed out by the Public Utilities Commission, the present

law virtually compels the public to pay, through the rates charged
for service, for the high cost of getting these rates increased—but
does not allow the public to contribute in the same way to the much
smaller cost of preventing such increase. The existing law permits
utilities companies to request revaluations, and in view of the court
decision holding the previous valuations to be in error, it is virtually
obligatory upon the Public Utilities Commission to grant the re-
quests.
The commission has available only about $150 with which to

conduct its valuation of properties worth many millions of dollars
and involving extremely intricate legal, engineering, and accounting
problems. To expect or require Congress to appropriate specifically
eAch time that a public utility- company makes application for a.
revaluation or increase of rates in order to cover the cost of the com-
mission's special investigation would involve delays injurious alike
to the public interest and the interest of the public utilities companies
involved. The bill reported, therefore, simply provides that under
proper restrictions and regulations the companies shall pay the cost
of the investigations or valuations made by the commission, charging
back finally to the consumers whose interests are involved the
expense incurred.
The Public Utilities Commission, as at present constituted, is

not prepared to undertake an extensive and thorough valuation for
the reason that its accounting, engineering, and legal assistants are
so limited in number that they could not conclude a valuation within
a reasonable time without neglecting their other duties. Last
year there was a revaluation of the properties of the telephone
company, and it was manifest that the company's case was presented
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very much more comprehensively and effectively before the Public
Utilities Commission itself, as well as in the court to which appeal
was taken, than was that of the public.

Unless funds are provided during the present session of Congress,
the commission will have to proceed in the gas companies' case as it
did last year in the telephone case, with the aid of assistants already
overtaxed and with practically no funds available for a proper check
of the accounts and physical inventory of the utilities.
The commission should be in a position to employ a gas engineer

and staff, experienced in valuation work, as well as an expert account-
ant and necessary assistants to examine the books and records of the
companies from the time of the last valuation (in 1917), to digest the
information thus found, and to present and explain it on the witness
stand. The duties of the engineer previously referred to would not
duplicate the work of the companies themselves in inventorying phys-
ical property, but would consist of checking and verifying such in-
ventories, determining depreciation, the amount of property used and
useful for the public service

' 
etc. Legal assistance is necessary to

properly present evidence not only before the commission itself but
also, in case of appeal from its valuation or rate decision, to ade-
quately represent the public before the courts in a highly technical
proceeding.
The public utility companies themselves have admitted the inade-

quacy of the present staff of the commission to handle both its routine
work and the added labor of a valuation case. Evidence of this is
the following statement made by the president of one of the street
railway companies in the 'course of hearings held by your committee:

I do not see how it would be possible for them (the Public Utilities Commis-
sion) to do justice to any valuation of a public utility corporAtion through heir
regular force, because if they attempted to do that one or the other must suffer.
Either the valuation would not be properly made or the duties ordinarily fulfilled
by their staff would have to suffer. We all know by experience that the proper
making of a value of a public utility is a big job and a job that requires consid-
erable expenditure of time and money.

The Public Utilities Commission estimates that it can make a tkor-
ough valuation of the gas companies and be adequately prepared to
properly present the public's case in court, if need arises, with an
expenditure of not exceeding $50,000—or not more than half the
amount already spent by the gas companies in preparing their own
valuation. The lower cost of a valuation by the commission would
result from omitting a duplication of physical inventory, substituting
a mere check and verification of such property listed by the companies
in their own valuations. While the sum mentioned may seem large,
consideration should be given to the following testimony of the chief
assistant of the Public Utilities Commission, referring to the gas com-
panies' pending request for a revaluation:
Now, if they get everything they desire, there wou10 be an increase in their

valuation of from $7,000,000 to $8,000,000. Taking 7 per cent of that, you would
have a half million dollars a year, which they deisre, increase in rates over and
above that which they are getting now, or about a 10 per cent increase in rates-
10 cents on the dollar.

To protect the public against a contemplated increase of rates
amounting to $500,000 each year, it would seem perfectly reasonable
to spend not more than $50,000 in a properly conducted valuation by



4 AMENDING THE DISTRICT OF COLUMBIA APPROPRIATION ACT, 1913

the Public Utilities Commission. The commission can not do justice
to either the public or the companies without full information im-
partially obtained.
By the method of raising funds provided in the bill the expense will

eventually be borne by the gas consumer, the street-car rider, or the
electric-current user, instead of by the public at large, many of whom
would have no direct interest in or be affected by a change in rates.
Many States require the cost of operation of their public utilities
commissions to be borne by the companies under their jurisdiction.
This is effected either by imposing a franchise tax or license fee of a
percentage of the income of the companies; by penalty in case of
decision against the companies in proceedings instituted relating to
their charges; or by the method proposed in the bill hereby reported—
a direct assessment of cost against the company, to be charged to
their operating expenses and eventually paid by their customers.
Such a provision is contained in the statutes of Michigan, Minnesota,
and Missouri. The same principle is contained in the law of Nebraska,
but is applicable only to investigations relating to sale of securities.
Virginia collects a fixed sum of one-tenth of 1 per cent to cover valua-
tion costs. Further information as to the practice in other States is
given in detail in a memorandum annexed to this report.
In two very recent valuations in the District of Columbia the

companies affected spent $250,000, while in 12 years the Public
Utilities Commission had only $156,000 available for valuation of
all utility companies; and, as previously stated, at this time has only

on hand for purposes of valuation. To secure direct appro-
priations for such work is difficult, and requires time which may not
be available in case of a valuation request from a public utility while
Congress is in\recess. An instance of the impracticability of the
proposal to secure direct appropriations from Congress for valuation
work is the fact that the Public Utilities Commission attempted to
obtain $3,000 a year to employ special valuation counsel in the elec-
tric current case, involving $6,000,000, and failed.
Although opposing the method proposed in the bill, the president

of one of the local utility companies stated in the course of the
hearings:
We believe in regulation. We believe in efficient regulation, and we know

that efficient regulation can not be had without sufficient funds to pay the neces-
sary expenditures, and I want to accord with what Mr. Ham has said regarding
our desire that the commission be furnished adequate funds at all times to enable
them to procure the best possible assistance and all the assistance that is neces-
sary, not only in valuation work but throughout all of their regulatory duties.

The District Commissioners urge enactment of the bill at the pres-
ent session of Congress, and term it one of the most important mat-
ters of legislation affecting the District of Columbia. It has the in-
dorsement of the Citizens Advisory Council and other civic organiza-
tions. Unless funds. are made available to the Public Utilities Com-
mission, the right of the people of the District of Columbia to reason-
able rates for gas, street car and bus service, and electric current,
can not be properly safeguarded. Enactment of the bill is a matter
of vital importance and a matter of public necessity.
Appended and made a part of this report are letters and memo-

randa of the Public Utilities Commission giving additional infor-
mation.
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Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
SIR: The Washington Gas Light Co. and the Georgetown Gas Light Co. have

submitted to the Public Utilities Commission very carefully prepared inventories
of the properties of the respective companies, with the request that this com-
mission make a valuation of said properties for the purpose of fixing rats for gas
within the District of Columbia.
The work of pricing these inventories and of preparing a valuation case, to

be defended later in the courts, is of the utmost importance and should be con-
ducted in a thoroughly scientific manner with the greatest amount of care and
study.
The commission is not prepared to undertake an extensive and thorough

valuation for the reason that the accounting and engineering assistants are so
limited in number that they could not conclude the valuation within a reasonable
time, and further because it would mean that a large part of the other work of the
commission would, of necessity, be neglected.

It is felt that to do this work properly the commission should be in a position
to employ a gas engineer, experienced in valuation work, and to either employ
an experienced accountant, or to temporarily increase the present accounting
staff and assign the accounting work to the coMmission's chief accountant. In
either event, the engineer and chief accountant should have a sufficient number of
experienced assistants as may be necessary. The commission should also have
funds available to employ expert legal assistance for the purpose of preparing and
presenting this case to the courts.
In view of the urgent need for this expert assistance the Public Utilities Com-

mission makes the request to your honorable committee that the public utilities
act be modified, as soon as possible, to provide for the payment by the com-
panies of the funds necessary for this and similar valuations, the disbursement
of the funds so created, or so much of them as may be necessary to complete
the valuation or other work, to be under the direction and by the authority of
the Public Utilities Commission.

There is inclosed herewith a copy of the proposed legislation as prepared by
the Public Utilities Commission, and I respectfully recommend your committee
take favorable action thereon.

Respectfully,
J. F. BELL,

Lieutenant Colonel, Corps of Engineers, United States Army,
Chairman.

5

PUBLIC UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA,
Washington, March I, 1926.

PUBLIC UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA,
Washington, April 10, 1926.

Hon. ARTHUR CAPPER,
Chairman Committee on the District of Columbia,

United States Senate, Washington, D. C.
MY DEAR SENATOR CAPPER: The Public Utilities Commission requests early

consideration of S. 3403, which is designed to protect the public's interests in
the revaluation of the two gas companies, for which revaluation those companies
have filed an application.
Last year there was a revaluation of the properties of the Chesapeake &

Potomac Telephone Co., and it was manifest that the company's case was
presented very much more comprehensively before the Public Utilities Com-
mission and before the courts than was that of the public. The gas companies
have already expended about $100,000 in preparing for this revaluation, even
before hearings have been started by the Public Utilities Commission. It is
believed that funds equal to one-half of the amount stated should be provided
to insure proper presentation of the other side of the case. Unless funds are
provided at this session of Congress it will be necessary for the commission
to proceed as it did last year in the telephone case with the aid of assistants
already overtaxed and with practically no funds available for additional expendi-
tures.
Should failure to protect the public's interest lead to a valuation of the gas

companies 'approximately $7,000,000 in excess of the valuation that might be
secured with adequate provision of funds for the use of the commission, the com-
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panies would be entitled to an increase in rates to provide approximately $500,000additional return. It is manifest, therefore, that the public's interests involvedare so great that it would be inadvisable to proceed with this valuation withoutadditional funds.
Very sincerely yours,

J. F. BELL,
Lieutenant Colonel, Corps of Engineers, United States Army,

Chairman.

PUBLIC UTILITIES COMMISSION,
OF THE DISTRICT OF COLUMBIA

Washington, April 20, 1926.
Hon. ARTHUR CAPPER,

Chairman Committee on the District of Columbia,
United States Senate,Washington, D. C.

SIR: In addition to the explanation of the general application of Senate bill
3403, I would like you to have also the following short discussion of the relation
of this bill to the coming revaluation of the gas companies. To present adequately
and properly the side of the public in this case, the following are needed:

First. An expert accountant with the necessary corps of assistants, experienced
in utility valuation, to examine the books and records of the company from the
time of the last valuation finished in 1917 to the present time; to digest the
information thus found; and to present and explain it on the witness stand.

Second. An engineer with a limited staff to check and verify the inventory
made by the company, and especially to examine carefully the physical condi-
tion of the property.

Third. The finest legal assistance available to take charge of the case from the
very beginning, so that the evidence presented to the commission will be com-
plete, adequate, and in proper form to be presented to the court, in case of appeal,
and, in this case, to handle the matter before the court, exhausting all legal
measures to see that justice is done to the public as well as to the company.

All this work can be done to some extent by the present assistants employed
by the commission without additional expenditure of funds. The routine work
required by the Public Utility Commission law would, of course, suffer. There
is certain important but routine accounting work, however, that can not be thus
set aside. Without the necessary qualified assistants, the commission could
not, therefore, analyze the books of the company in the detail necessary to insure
proper presentation of the public's case. This idea is well expressed by Mr
Hanna, president of the Capital Traction Co., at the Senate committee hearings
on this bill, as follows:
"I do not see how it would be possible for them to do justice to any valuation

of a public-utility corporation through their regular force, because if they at-
tempted to do that one or the other must suffer. Either the valuation would
not be properly made or the duties ordinarily fulfilled by their staff would have
to suffer. We all know by experience that the proper making of a value of a
public utility is a big job and a job that requires considerable expenditure of
time and money."
In general, the situation seems to be this: The law compels the public to pay,

through rates, for the high cost of getting these rates increased, but does not
allow the public to contribute in the same way to the much smaller cost of pre-
venting such increase. The public should always be in a position to fight against
increased valuations and increased rates as expeditiously and as efficiently as
the utility companies fight for them. It is believed that the measure proposed
by the commission fully accomplishes this.

Very respectfully,
Wm. E. R. COVELL,

Major, Corps of Engineers, United States Army,
Assistant to Engineer Commissioner, District of Columbia.

MEMORANDUM AS TO PRACTICE IN OTHER STATES

There are many States which pass on the cost of operation of the public utility
commission or similar body directly to the public utility company. This is usu-
ally done in one of three ways.
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The first and most common method (also I believe most severe on companies)
is to make the utility companies pay the Operating costs of the commission by
either a fixed percentage of gross income or a varying percentage. In the latter
case the total amount to be expended by the commission is usually fixed, and this
amount is divided pro rata among the companies according to gross receipts, or
valuation. Examples of States following this method are as follows: Alabama,
Arkansas, Georgia, Louisiana, Massachusetts, Ohio, Oregon, South Carolina,
Tennessee, Texas (particularly severe; one-quarter of 1 per cent for gas com-
panies), Washington, and West Virginia.
The second method is more or less of a penalty and states that if upon in-

vestigation it is found that any rate is unjust, etc., the public utility found at
fault shall pay the expenses incurred in such investigation. The District of
Columbia has this provision, paragraph 42. Indiana and Rhode Island have
almost identical provisions in their statutes.
The final method, and the one based on the same principle as the joint resolu-

tion suggested herewith, is the method where the commission is required to bill
directly against the utility companies affected the cost of inventory, appraisals,
and orders found necessary in connection with either finance or rate cases.
Such a provision is contained in the statutes of Michigan, Minnesota, and Mis-
souri. The same principle is contained in the law of Nebraska but is applicable
only to investigations relating to sale of securities. Virginia has a fixed sum of
one-tenth of 1 per cent to cover valuation proceedings. The principle differs
slightly in that the sum is fixed, but it works out slightly higher than the method
proposed by the Public Utilities Commission.

Wm. E. R. COVELL.

•
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1st Session No. 645

INTERSTATE COMMERCE BY MOTOR BUSES

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

[To accompany S. 3894]

The Committee on Interstate Commerce, to whom was referred
the bill S. 3894, having considered the same, recommends that the
bill do pass with the following amendments:

Strike out all after the enacting clause and insert the following:

That the Transit Commission of the State of New York and the Board of Pub-

lic Utility Commissioners of the State of New Jersey are hereby authorized,

through joint or concurrent action, to regulate motor busses engaged as common

carriers of passengers for hire, over any route in such State, a part or the whole of

which route is through an interstate tunnel, commonly known as the Holland

Tunnel, now being constructed under the Hudson River between the city of New

York, State of New York, and the city of Jersey City, State of New Jersey. The

number of such busses shall be limited to so many as the public convenience and

necessity may require. The foregoing power of regulation shall be exercised by

said commissions upon application and public hearing. No such motor bus shall

be operated in interstate commerce over any such route until the owner thereof

shall have obtained from said commissions, acting jointly or concurrently, a cer-

tificate of such public convenience and necessity.
SEC. 2. The Public Service Commission of the Commonwealth of Pennsylvania

and the Board of Public Utility Commissioners of the State of New Jersey are

hereby authorized, through joint or concurrent action, to regulate motor buses

engaged as common carriers of passengers for hire over any route in such States

a part or the whole of which route is over an interstate bridge now being con-

structed across the Delaware River, between the city of Philadelphia, Common-

wealth of Pennyslvania, and the city of Camden, State of New Jersey. The num-

ber of such buses shall be limited to so many as the public convenience and

necessity may require. The foregoing power of regulation shall be exercised by

said commissions upon application and public hearing. No such motor bus shall

be operated in interstate commerce over any such route until the owner thereof

shall have obtained from said commissions, acting jointly or concurrently, a

certificate of such public convenience and necessity, which certificate shall not be

granted unless the owner of said bus shall have agreed with the Pennsylvania

commission, of the Commonwealth of Pennsylvania, created by and existing

under the Pennsylvania act of July 9, 1919 (Public Laws, 814), its amendments

and supplements and the New Jersey Interstate Bridge and Tunnel Commission

of the State of New Jersey, upon the terms and conditions for the use of said
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bridge: Provided, That nothing herein shall prevent the last above-mentioned
commissions from operating buses over said bridge as part of the operation of
said bridge.

SEC. 3. Any party aggrieved by the action of the said Transit Commission
of the State of New York, the Public Service Commission of the Commonwealth
of Pennsylvania, or the Board of Public Utility Commissioners of the State of
New Jersey, or of any two of said boards acting jointly, or by the failure of
said boards, or either of them, to act hereunder in respect to any certificate of
convenience and necessity or other matter of regulation hereunder, shall have
the right to appeal to the Interstate Commerce Commission. The commission
is hereby given jurisdiction to hear and finally determine the same under such
rules of procedure as said commission may prescribe.

SEC. 4. Nothing herein contained shall be construed to confer upon the
Transit Commission of the State of New York, the Board of Public Utility
Commissioners of the State of New Jersey, or the Public Service Commission
of the Commonwealth of Pennsylvania authority to issue any rule or regulation
not consistent with the rules or regulations made from time to time under the
authority of the laws of said States for the operation of said tunnel or bridge,
or with the establishment and collection of tolls, rentals, or other charges for
the use of said tunnel or bridge and the regulation of traffic therein and thereon
under the laws of said States.
SEC. 5. Wherever a State or Federal board, body, or commission is mentioned

herein, this act shall be deemed to apply to any successor thereof.
SEC. 6. The powers granted by this act are intended to be additional to and

supplementary of the powers now vested in each of said States to regulate and
safeguard commerce upon the highways thereof.

Amend the title of the bill so as to read as follows:
A bill to regulate interstate commerce by motor busses operating or to operate

as common carriers of passengers for hire over routes a part or the whole of
which are through the interstate tunnel now being constructed under the Hudson
River between the city of New York, State of New York, and the city of Jersey
City, State of New Jersey, and over the interstate bridge now being constructed
across the Delaware River between the city of Philadelphia, Commonwealth of
Pennsylvania, and the city of Camden, State of New Jersey.
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1st Session No. 646

EXCHANGE OF DETERIORATED AND UNSERVICEABLE

AMMUNITION AND COMPONENTS

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 3163]

The Committee on Military Affairs, to which was referred the bill
(S. 3163) to authorize the Secretary of War to exchange deteriorated
and unserviceable ammunition and components, and for other pur-
poses, having considered the same, reports thereon favorably with
the recommendation that it pass.

This bill is recommended by the War Department, and the letter
of the Secretary, which explains the necessity for the legislation, is
appended hereto and made a part of this report, as follows:

FEBRUARY 10, 1926.

Hon. JAMES W. WADSWORTH, Jr.
Chairman Committee on Military Affairs,

United States Senate.

MY DEAR SENATOR WADSWORTH: The ammunition DOW remaining in the

hands of the War Department is in general of war manufacture and not in excess

of the minimum considered essential for a reserve supply and for current target

practice expenditures. The explosive components of this ammunition, especially

the smokeless powder propelling charges, are from their nature subject to ultimate

deterioration
' 

rendering them unserviceable and dangerous in storage. In

certain cases this deterioration has already taken place and further deterioration

of the explosive elements in the reserve supply of ammunition at a progressively

increasing rate is inevitable.
The money that can be derived from the sale of a round of such deteriorated

ammunition is not in excess of 10 per cent of the cost to replace the complete

round and usually much less. It is therefore manifestly to the interests of the

Government to replace the deteriorated explosive components or to remove them

and place the expensive metal components of the round in storage until such t
ime

as they may be required for reassembling into a complete round.

There is in general no money available to replace or remove the deteriorated

explosive of reserve ammunition and no legal authority to arrange for cover
ing

the cost of such operations by exchange of materials. Selling or destroying

complete rounds as has been done in the past will hereafter cause a net reduct
ion
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in the ammunition reserves considered essential by the War Department and at
best result in only a very small return to the Treasury.
There is no existing law applicable to the situation, but a precedent for the

proposed legislation will be found in the act approved March 3, 1881 (21 Stat.
468), which contains the following provision:
"And the Secretary of War is hereby authorized, in his discretion, to exchange

the unserviceable and unsuitable powder and shot on hand for new powder and
projectiles, or to sell the same and purchase similar articles with the proceeds
of the sales; and he shall make statement of his action under this provision in his
next annual report."
In the event of hearings before your committee, Maj. C. T. Harris, Ordnance

Department, has been designated to appear as a witness representing the War
Department.
The proposed legislation is in the interest of economy and efficiency, and its

enactment into law is urgently recommended.
This proposed legislation has been submitted to the Director of the Bureau

of the Budget, who advises that it is not in conflict with the financial program of
the President.
A similar letter has been written the chairman Committee on Military Affairs,

House of Representatives.
Sincerely yours,

DWIGHT F. DAVIS, Secretary of War.
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1st Session No. 647

ERECTION OF TABLETS OR MARKERS UPON THE REVOLUTIONARY

BATTLE FIELD OF WHITE PLAINS, STATE OF NEW YORK

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 3811]

The Committee on Military Affairs, to which was referred the bill
(S. 3811) for the erection of tablets or markers upon the revolution-
ary battle field of White Plains, State of New York, having consid-
ered the same, report favorably thereon with the recommendation
that it pass.
The measure will provide authority for the Secretary of War to

erect upon this battle field a suitably inscribed marker to indicate
the main position of the Revolutionary Army, which on that occa-
sion was under the immediate command of General Washington;
also to erect a similarly inscribed marker upon Chatterton Hill, the
outpost position.

It came with some surprise to your committee that thus far the
location of this important episode in the Revolutionary War has never
been indicated by the Government in a manner to preserve its his-

toric significance.
The so-called Battle of White Plains marked a critical situation in

the Revolutionary War. It was, in effect, a complete strategic

victory for the patriot army, ending to its advantage a campaign

fraught with dire possibilities for the cause of the Colonies.
It will be recalled that the main strategic objective of the British

at that time was the control of the Hudson River Valley, which, once

in their possession, would furnish means of communication between

their armies in Canada and in New York; also its possession would

have cut the Colonies in two parts, separating New England from the

Colonies west and south. The Battle of White Plains was for the

patriot army the successful culmination of the struggle for that valley.

Alter the serious defeat of General Washington's army in the Battle

of Long Island and his practically constant retreat throughout the
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length of Manhattan Island and Westchester he finally prepared to
give battle on a field of his own °choosing at White Plains. Not only
did it finally check the advance of the British army, but its outcome
restored in a high degree the confidence and morale of the patriot
army.
Washington had withdrawn from lower Manhattan to Harlem

Heights, where, after a sharp engagement, he established an in-
trenched line extending across from the Hudson on his right to the
Harlem Heights on the left, thus holding Howe in New York City,
and being able by means of Forts Washington and Lee to close the
river to British vessels. Fearing a frontal attack, and in order to
drive Washington from this strong position and take the river forts,
Howe undertook a turning movement by shifting his forces to Fells
Point on Long Island Sound. As this would put him in the American
rear, Washington retired by a parallel movement, keeping in con-
stant contact with the enemy. He determined the time had arrived
to face his antagonist in a general engagement. He selected the
field of White Plains, to which his entire army had arrived by October
26. The position selected was along the Tarrytown-White Plains
Road across the path of the British advance. On the right of the
American position was Chatterton Hill, which Washington had
occupied. Howe's two advancing columns were deployed in line of
battle on the 28th of October. He attacked the hill with a powerful
support of artillery. He met with a determined opposition, his
assaulting columns being several times driven back. But finally,
after heavy losses and largely due to lack of artillery, the patriot
forces were obliged to withdraw from the hill. Washington in-
trenched his army on higher ground in a position of considerable
strategic strength and awaited the general battle expected to be
inevitable upon the following day. But Howe, deterred by the
strength of the position and the restored morale of his foe demon-
strated in the previous day's fighting, drew off his whole army to the
southwest toward the Hudson River. This ended a critical campaign.
Washington retiring still farther to the stronger positions on the
heights of North Castle, there prepared for his campaign in New
Jersey.

0
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1st Session No. 648

EXTENDING TIME FOR HOMESTEAD ENTRIES ON COL-
VILLE INDIAN RESERVATION

APRIL 19 (calendar day, APRIL 21), 1926.—Ordered to be printed

Mr. DILL, from the Committee on Indian Affairs, submitted the fol-
lowing

REPORT

[To accompany H. R. 93511

The Committee on Indian Affairs, to whom was referred the bill
(H. R. 9351) extending the period of time for homestead entries on
the south half of the diminished Colville Indian Reservation, having
considered the same, report favorably thereon with the recommenda-
tion that the bill do pass without amendment.
The facts are fully set forth in House Report No. 512, Sixty-ninth

Congress, first session, which is attached hereto and made a part of
this report.

[House Report No. 512, Sixty-ninth Congress, first session]

The Committee on Indian Affairs, to whom, was referred the bill (H. R. 9351)
extending the period of time for homestead entries on the south half of the dimin-
ished Colville Indian Reservation, having considered the same, report thereon
with a recommendation that it do pass with the following amendment:
Line 7, strike out the word "March" and insert the word "May."
The act of March 22, 1906 (34 Stat. 80), enacted in part—
"That the Secretary of the Interior be, and he is hereby, authorized and

directed, as hereinafter provided, to sell or dispose of unallotted lands in the
diminished Colville Indian Reservation, in the State of Washington.
" SEc. 2. That as soon as the lands embraced within the diminished Colville

,Indian Reservation shall have been surveyed, the Secretary of the Interior shall

cause allotments of the same to be made to all persons belonging to or having

tribal relations on said Colville Indian Reservation to each man, woman, and

child eighty acres, and upon the approval of such allotments by the Secretary of

the Interior, he shall cause patents to issue therefor under the provisions of the

general allotment law of the United States.
" SEc. 3. That upon the completion of said allotments to said Indians the

residue or surplus lands—that is, lands not allotted or reserved for Indain school,

agency, or other purposes—of the said diminished Colville Indian Reservation

shall be classified under the direction of the Secretary of the Interior as irrigable

lands, grazing lands, timberlands, mineral lands, or arid lands, and shall be

S R-69-1—vol 2---36
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appraised under their appropriate classes by legal subdivisions, with the except-
tion of the lands classed as mineral lands, which need not be appraised, and which
shall be disposed of under the general mining laws of the United States, and,
upon completion of the classification and appraisement, such surplus lands shall
be open to settlement and entry under the provisions of the homestead laws at
not less than their appraised value in addition to the fees and commissions now
prescribed by law for the disposition of lands of the value of one dollar and twenty-
five cents per acre by proclamation of the President, which proclamation shall
prescribe the manner in which these lands shall be settled upon, occupied, and
entered by persons entitled to make entry thereof: Provided, That the price of
said lands when entered shall be fixed by the appraisement, as herein provided
for, which shall be paid in accordance with rules and regulations to be prescribed
by the Secretary of the Interior upon the following terms: One-fifth of the pur-
chase price to be paid in cash at the time of entry and the balance in five equal
annual installments to be paid in one, two, three, four, and five years, respec-
tively, from and after the date of entry, and in case any entryman fails to make
the annual payments, or any of them, promptly when due all rights in and to
the land covered by his or her entry shall cease and any payments theretofore
made shall be forfeited and the entry canceled, and the lands shall be reoffered
for sale and entry: Provided further, That the lands remaining undisposed of at
the expiration of five years from the opening of the said lands to entry shall be
sold to the highest bidder for cash, at not less than one dollar per acre, under
rules and regulations to be prescribed by the Secretary of the Interior, and that
any lands remaining unsold ten years after the said lands have been opened to
entry may be sold to the highest bidder for cash without regard to the above
minimum limit of price.
"SEC. 4. That the said lands shall be opened to settlement and entry by procla-

mation of the President, which proclamation shall prescribe the time when and
the manner in which these lands may be settled upon, occupied, and entered by
persons entitled to make entry thereof, and no person shall be permitted to
settle upon, occupy, and enter any of said lands except as prescribed in such
proclamation."
Pursuant to the authority and direction contained in said act, the President of

the United States issued a procalmation on May 3, 1916 (39 Stat. 1778), whereby
the lands of said Indian reservation were opened to homestead entry on Sep-
tember 5, 1916, in accordance with the provisions of said act of March 22, 1906.
Under the said act and the proclamation of the President pursuant thereto, the
time within which homestead entries could be made on the lands in said reserva-
tion expired September 4, 1921. By act of May 9, 1922, the period within
which said homestead entries might be made was extended to September 5,
1926. Under the provisions of said act the homestead entryman is required to
pay the appraised value of the land in addition to the usual homestead fees.
The amount paid for the land accrues to and becomes a part of the tribal funds
of the Colville Indians. On the whole the appraised value of the lands subject
to homestead entry exceeds $1 per acre, and it is therefore of advantage to the
Colville Indians that the land be taken under the homestead law under the re-
quirement of paying the appraised value rather than that it be sold to the highest
bidder for cash on the basis of a minimum price of $1 per acre regardless of the
appraised value.
The extended period of time within which such lands shall be sold to homestead

entry will expire September 4, 1926, and since there are large areas of such land
yet unselected as homestead entries it appears that the best interests of the
Colville Indians would be subserved by again extending for an additional five-
year period the time within which the homestead provision of said act might be
operative.
The following letter of the Secretary of the Interior relative to such extension,

addressed to the chairman of the Committee on Indian Affairs, is made a part of
this report for the information of the House, as follows:

DEPARTMENT OF THE INTERIOR,
Washington, March 1, 1926.

Hon. SCOTT LEAVITT
Chairman Committee on Indian Affairs,

House of Representatives.
MY DEAR MR. LEAVITT: I have your letter of February 17, 1926, requesting

report on H. R. 9351, a bill to extend the period of time for making homestead
entries on the south half of the diminished Colville Indian Reservation.
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The act of March 22, 1906 (34 Stat. 80), provided that the surplus unreserved
nonmineral lands of this reservation should be classified, appraised, and opened
to entry by proclamation under the general homestead laws, excepting lands
classified as timber. It further provided that at the expiration of five years
from the date of the opening, lands remaining undisposed of should be sold to
the highest bidder at not less than $1 per acre.

Proclamation of the President of May 3, 1916 (39 Stat. 1778), provided for
the disposition of the unreserved nonmineral lands in the reservation under the
general provisions of the homestead laws. The lands were opened September 5,
1916, and the five-year period extended to September 4, 1921.
TIm act of May 9, 1922 (42 Stat. 507), provided that the time for the filing of

entries should be extended for a period of five years from and after September 4,
1921. H. R. 9351 proposes to extend the period for making homestead entries
upon these lands for an additional period of five years from and after September
4, 1926.
The department is aware of no reason why the extension should not be made,

and therefore has no objection to the enactment of the bill.
Attention is directed to the fact that the act of Congress referred to in line 7

of the bill should be May 9, 1922, instead of March 9, 1922.
Very truly yours,

HUBERT WORK, Secretary.





Calendar No. 664
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1st Session No. 650

CITIZENSHIP FOR THE INHABITANTS OF THE VIRGIN
ISLANDS

APRIL 19 (calendar day, APRIL 22), 1926.—Ordered to be printed

Mr. Wu.ils, from the Committee on Immigration, submitted the
following

REPORT

[To accompany S. 2770]

The Committee on Immigration, to which was referred the bill
S. 2770, having considered the same, report favorably thereon with
the recommendation that the bill do pass.
A convention between the United States of America and Denmark,

providing for the cession to the United States of all territory owned
or claimed by Denmark in the West Indies, including the islands of

St. Thomas, St. John, St. Croix, and certain smaller adjacent islands,
was concluded and signed by plenipotentiaries of the respective powers
on the 4th day of August, 1916.

Article 6 of this convention relates to the citizenship of the inhabi-

tants of these islands, and is as follows:

Danish citizens residing in said islands may remain therein or may remove

therefrom at will, retaining in either event all their rights of property, includ
ing

the right to sell or dispose of such property or its proceeds; in case they remain

in the islands, they shall continue until otherwise provided, to enjoy all the

private, municipal, and religious rights and liberties secured to them by the

laws now in force. If the present laws are altered, the said inhabitants shall

not thereby be placed in a less favorable position in respect to the above-men-

tioned rights and liberties than they now enjoy. Those who remain in the

islands may preserve their citizenship in Denmark by making before a court
 of

record, within one year from the date of the exchange of ratifications of this

convention, a declaration of their decision to preserve such citizenship; in

default of which declaration they shall be held to have renounced it, and
 to

have accepted citizenship in the United States; for children under ei
ghteen

years the said declaration may be made by their parents or guardians. Such

election of Danish citizenship shall however not, after the lapse of the s
aid

term of one year, be a bar to their renunciation of their preserved Danish 
citizen-

ship and their election of citizenship in the United States and admission 
to the

nationality thereof on the same terms as may be provided according to the la
ws

of the United States, for other inhabitants of the islands.
The civil rights and the political status of the inhabitants of the islands 

shall

be determined by the Congress, subject to the stipulations contained in t
he

present convention.
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Danish citizens not residing in the islands but owning property therein at the
time of the cession, shall retain their rights of property, including the right to
sell or dispose of such property, being placed in this regard on the same basis as
the Danish citizens residing in the islands and remaining therein or removing
therefrom, to whom the first paragraph of this article relates.

It will be observed that this convention left in a somewhat vague
situation the status of inhabitants of the Virgin Islands of the United
States. Evidently legislative action by the Congress of the United
States was contemplated by the framers of this convention and cer-
tainly by the people of the Virgin Islands.

These people welcomed the coming of the United States and
never entertained a thought that theirs should become a no man's
land and that they themselves should be placed in a status of doubt-
ful citizenship. Unfortunately, the organic act of 1917 passed in
time of world stress and excitement gave but scant attention to the
rights of the islanders. It provided what was expected to be only
a temporary form of government, suited to the needs of the hour and
did not undertake to define the citizenship status of the inhabitants
of the Virgin Islands of the United States. Almost a decade has
passed and nothing further has been done in this matter. In the
pressure of other matters, the needs of the Virgin Islands have been
overlooked. Their people are patriotic, industrious, and patient.
They have a right to expect that their needs will not be overlooked
by Congress and that they will at least not be forgotten by the
great Nation of which they are a part.
Your committee, after careful consideration of the subject, is of

the opinion that the least that can be done at the present time is to
clarify and define by appropriate legislation the citizenship status of
the inhabitants of the Virgin Islands of the United States, so that
they with greater assurance may proceed on the path of progress,
which it is hoped will lead to better and freer government and more
satisfactory economic conditions in the islands.
With this object in view, the passage of S. 2770 is recommended.
Section 1 provides that all former Danish citizens who have con-

tinued to reside in the Virgin Islands or in the United States and
who did not preserve their Danish citizenship under the terms of
article 6 of the convention, and also all natives of the islands who
were temporarily absent at the time of the cession and who have
since returned and now reside in the islands, and their children born
subsequent to the date of transfer of sovereignty from Denmark to
the United States, shall be citizens of the United States.

Section 2 provides for a special mode of naturalization for those
who were absent from the islands and have received an honorable
discharge from the military or naval forces of the United States.
Section 3 provides for persons hereafter born in the Virgin Islands

of the United States. The rule of citizenship already provided in
the fourteenth amendment to the Constitution of the United States.

Section 4 provides that the District Court of the United States
for Porto Rico shall have jurisdiction for the naturalization of aliens
residing in the Virgin Islands of the United States.
The enactment of this legislation is an act of justice to these

people, who will thus be given fresh courage for the larger problems
crying for solution and renewed confidence in the great Nation of
which they were glad to become a part.

0
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UNITED STATES MARINE HOSPITAL AT DETROIT, MICH.

APRIL 19 (calendar day, APRIL 23), 1926.—Ordered to be printed

Mr. FERNALD, from the Committee on Public Buildings and Grounds,
submitted the following

REPORT

[To accompany S. 3738]

The Committee on Public Buildings and Grounds, to which was
referred the bill (S. 3738) to amend an act entitled "An act author-
izing the Secretary of the Treasury to sell the United States marine
hospital reservation and improvements thereon at Detroit, Mich.,
and to acquire a suitable site in the same locality and to erect thereon
a modern hospital for the treatment of the beneficiaries of the United
States Public Health Service, and for other purposes," approved
June 7, 1924, having duly considered the same, hereby make report
of it to the Senate with the recommendation that the bill do pass
without amendment.
Both the Treasury Department and the Commerce Department

benefit by the transfer of property contemplated in this bill.
The Treasury Department receives from the Department of Com-

merce a tract of land at Windmill Point, Detroit, Mich., for a new
marine-hospital site. This will obviate the necessity of buying a
new site by the Treasury Department in that vicinity.
The Department of Commerce acquires better office quarters in

Detroit and permanent control of the site of its depot in Key West,
Fla.
The bill carries no authorization for an appropriation but pro-

vides that the proceeds from the sale of the remainder of the present
United States marine hospital reservation at Detroit, Mich., shall
be made available for the construction of buildings on the so-called
Windmill Point site after the transfer.
Both departments approve the bill in its present form as is shown

by the accompanying letters.
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TREASURY DEPARTMENT,
Washington, March 31, 1926.

CHAIRMAN COMMITTEE ON PUBLIC BUILDINGS AND GROUNDS,
United States Senate, Washington, D. C.

SIR: Reference is made to your letter of, the 29th instant requesting an early
report on bill (S. 3738) entitled "A bill to amend an act entitled 'An act authoriz-
ing the Secretary of the Treasury to sell the United States marine hospital
reservation and improvements thereon at Detroit, Mich., and to acquire a suitable
site in the same locality and to erect thereon a modern hospital for the treatment
of the beneficiaries of the United States Public Health Service, and for other
purposes,' approved June 7, 1924."
The purpose of the bill is to obtain the transfer of certain land from the Depart-

ment of Commerce to the Treasury Department as a new marine hospital site,
which will obviate the necessity of buying a new site at that point. The land in
question is considered very desirable for hospital purposes.
The bill further proposes to transfer from the Treasury Department to the

Department of Commerce a portion of the old marine hospital site at Detroit;
and also the transfer to the Department of Commerce of certain land at Key
West, Fla., which at the present time is under the custody and control of the
Treasury Department A portion of said land at Key West can be transferred to
the Department of Commerce immediately, and the remainder upon the con-
struction of a proposed new Federal building at that point.
The various transfers are looked upon with favor by both this department and

the Department of Commerce, and this department favors the enactment of the
proposed legislation.

Very truly yours,

Hon. BERT M. FERNALD,
Chairman Committee on Public Buildings and Grounds,

United States Senate, Washington, D. C.
MY DEAR SENATOR: I have your letter of the 9th instant requesting a report

on S. 3738, entitled, "A bill to amend an act entitled 'An act authorizing the
Secretary of the Treasury to sell the United States marine hospital reservation
and improvements thereon at Detroit, Mich., and to acquire a suitable site in
the same locality and to erect thereon a modern hospital for the treatment of
the beneficiaries of the United States Public Health Service, and for other pur-
poses,' approved June 7, 1924."
For the information of the committee I am inclosing herewith a report received

from the Acting Commissioner of Lighthouses approving the bill in its present
form.

Yours faithfully,

GARRARD B. WINSTON,
Acting Secretary of the Treasury.

DEPARTMENT OF COMMERCE,
Washington, April 21, 1926.

J. WALTER DRAKE,
Acting Secretary of Commerce.

DEPARTMENT OF COMMERCE,
BUREAU OF LIGHTHOUSES,

Washington, April 20, 1926.
Memorandum for the Secretary of Commerce.

1. I am returning herewith the assistant solicitor's memorandum of April 16,
1926, concerning Senate bill 3738 entitled, "An act authorizing the Secretary of
the Treasury to sell the United States marine hospital reservation and improve-
ments thereon at Detroit, Mich., and to acquire a suitable site in the same lo-
cality and to erect thereon a modern hospital for the treatment of the benefici-
aries of the United States Public Health Service, and for other purposes," on which
the Committee on Public Buildings and Grounds has requested the views of this
department.

2. This legislation was submitted to Congress by the Treasury Department
after the exchanges of property therein provided for had been tentatively agreed
upon by the Lighthouse Service and the Public Health Service, and it is under-
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stood that it has been passed upon without objection by the Bureau of the
Budget. This bill is practically identical with H. R. 9875.

3. By these exchanges, the Lighthouse Service will acquire better office quarters
in Detroit and will acquire permanent control of the site of its depot in Key West,
Fla., where it is intended to make permanent improvements. Only two or three
small portions of the Windmill Point Lighthouse reservation are required for
lighthouse purposes and the remainder of the property, while valuable as real
estate, may be transferred to the Treasury Department without detriment to the
Lighthouse Service. The approval of the bill in its present form is recommended.

J. S. CONWAY,
Acting Commissioner of Lighthouses.





69TH CONGRESS } SENATE REPORT
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BRIDGE ACROSS THE SUSQUEHANNA RIVER, PA.

APRIL 19 (calendar day, APRIL 23), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 10002]

The Committee on Commerce, to whom was referred the bill
(H. R. 10002) granting the consent of Congress to H. J. Stannart,
Harry Weis, and George W. Rockwell to construct, maintain, and
operate a bridge across the Susquehanna River from a point in the

icity of Sunbury, Northumberland County, to a point n the town-
ship of Monroe, Susquehanna County, in the State of Pennsylvania,
have considered the same and report thereon with an amendment,
and, as so amended, recommend that the bill do pass.

Strike out all after the enacting clause and in lieu thereof insert
the following:

That the consent of Congress is hereby granted to H. J. Stannert, Harry Weis,
and George W. Rockwell, their legal representatives and assigns, to construct,

maintain, 
and operate a bridge and approaches thereto across the Susquehanna

River, at a point suitable to the interests of navigation, between a point in the
city of Sunbury, Northumberland County, Pennsylvania, and a point opposite
in the township of Monroe, Snyder County, Pennsylvania, in accordance with
the provisions of the act entitled "An act to regulate the construction of bridges
over navigable waters," approved March 23, 1906, and subject to the conditions
and limitations contained in this act.
SEC. 2. The said H. J. Stannert, Harry Weis, and George W. Rockwell, their

legal representatives and assigns, are hereby authorized to fix and charge tolls for
transit over such bridge and the rates so fixed shall be the legal rates until changed
by the Secretary of War under the authority contained in such act of March 23,
1906.
SEC. 3. After the date of completion of such bridge, as determined by the

Secretary of War, either the State of Pennsylvania, any political subdivision
thereof within which any part of such bridge is located, or two or more of them
jointly, may at any time acquire and take over all right, title, and interest in
such bridge and approaches, and interests in real property necessary therefor,
by purchase or by condemnation in accordance with the law of such State
governing the acquisition of private property for public purposes by condemna-
tion. If at any time after the expiration of thirty years after the completion of
such bridge it is acquired by condemnation, the amount of damages or compensa-
tion to be allowed shall not include good will, going value, or prospective reve-
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nues or profits, but shall be limited to the sum of (1) the actual cost of construct-
ing such bridge and approaches, less a reasonable deduction for actual deprecia-
tion in respect of such bridge and approaches, (2) the actual cost of acquiring
. such interests in real property, (3) actual financing and promotion costs (not to

exceed 10 per centum of the sum of the cost of construction of such bridge and
approaches and the acquisition of such interests in real property), and (4) actual
expenditures for necessary improvements.

SEC. 4. If such bridge shall .at any time be taken over or acquired by any
municipality or other political subdivisions or subdivisions of the State of Pennsyl-
vania under the provisions of section 3 of this act, and if tolls are charged for the
use thereof, the rates of toll shall be so adjusted as to provide a fund sufficient
to pay for the cost of maintaining, repairing, and operating the bridge and its
approaches, and to provide a sinking fund sufficient to amortize the amount paid
for such bridge and its approaches as soon as possible under reasonable charges,
but within a period of not to exceed thirty years from the date of acquiring the
same. After a sinking fund sufficient to amortize the cost of acquiring the bridge
and its approaches shall have been provided, such bridge shall thereafter be
maintained and operated free of tolls, or the rates of toll shall thereafter be so
adjusted as to provide a fund of not to exceed the amount necessary for the
proper care, maintenance, and operation of the bridge and its approaches. An
accurate record of the amount paid for the bridge and its approaches, the ex-
penditures for operating, repairing, and maintaining the same, and of daily tolls
collected shall be kept, and shall be available for the information of all persons
interested.

SEC. 5. The said H. J. Stannert, Harry Weis, and George W. Rockwell, their
legal representatives and assigns, shall, within ninety days after the completion
of such bridge, file with the Secretary of War a sworn itemized statement show-
ing the actual original cost of constructing such bridge and approaches, including
the actual' cost of acquiring interests in real property and actual financing ti,rid
promotion costs. Within three years after the completion of such bridge, the
Secretary of War may investigate the actual cost of such bridge, and for such
purpose the said H. J. Stannert, Harry Weis, and George W. Rockwell, their
legal representatives and assigns, shall make available to the Secretary of War
all of their records in connection with the financing and construction• thereof.
The finding of the Secretary of War as to such actual original cost shall be con-
clusive, subject only to review in a court of equity for fraud or gross mistake.
SEC. 6. The right to sell, assign, transfer, and mortgage all the rights, powers,

and privileges conferred by this act is hereby granted to the said H. J. Stannert,
Harry Weis, and George W. Rockwell, their legal representatives and assigns,
and any corporation to which such rights, powers, and privileges may be sold,
assigned, or transferred, or which shall acquire the same by mortgage foreclosure
or otherwise, is hereby authorized and empowered to exercise the same as fully
as though conferred herein directly upon such corporation.
SEC. 7. The right to alter, amend, or repeal this act is hereby expressly

reserved.



69TH CONGRESS } SENATE _f REPORT
iSt 8ession No. 653

BRIDGE ACROSS THE SOUTHERN BRANCH OF THE
ELIZABETH RIVER, VA.

APRIL 19 (calendar day, APRIL 23), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany H. R. 70931

The Committee on Commerce, to whom was referred the bill
(H. R. 7093) granting the consent of Congress to 0. Em.merson Smith,
F. F. Priest, W. P. Jordan, H. W. West, C. M. Jordan, and G. Hubard
Massey to construct, maintain, and operate a bridge across the
Southern Branch of the Elizabeth River at or near the cities of
Norfolk and Portsmouth in the county of Norfolk in the State of
Virginia, having considered the same and report thereon with an
amendment and as so amended recommend that the bill do pass.

Strike out all after the enacting clause, and in lieu thereof, insert
the following:

That the consent of Congress is hereby granted to 0. Emmerson Smith, F. F.
Priest, W. P. Jordan, H. W. West, C. M. Jordan, and G. Hubard Massey, their
successors and assigns, to construct, maintain, and operate a bridge and ap-
proaches thereto across the southern branch of the Elizabeth River, at a point
suitable to the interests of navigation, at or near the cities of Norfolk and Ports-
mouth in the county of Norfolk, in the State of Virginia, in accordance with the
provisions of the act entitled "An act to regulate the construction of bridges
over navigable waters," approved March 23, 1906, and subject to the conditions
and limitations contained in this act.
The construction of such bridge shall not be commenced nor shall any altera-

tions of such bridge be made either before or after its completion until the plans
and specifications for such construction or alterations have been first submitted
to and approved by the Secretary of War, the Secretary of the Navy and the
Secretary of Agriculture, acting jointly, and they, acting jointly, shall determine
whether the location selected is feasible for the erection of such bridge without
obstructions in navigation and without being detrimental to the development of
interstate and foreign as well as domestic commerce moving to and from the
particular location on the southern branch of the Elizabeth River to the inland
waters of the State concerned, and whether public convenience will be served by
such bridge as a connecting link between the Federal-aid highway systems of
the State of Virginia. The said secretaries, acting jointly, are empowered and,
if requested to do so, are directed to hold public hearings for the full and complete
determination of said precedent requirements.
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SEC. 2. The said 0. Emmerson Smith, F. F. Priest, W. P. Jordan, H. W. West,
C. M. Jordan, and G. Hubard Massey, their successors and assigns, are hereby
authorized to fix and charge tolls for transit over such bridge and the rates so
fixed shall be the legal rates until changed by the Secretary of War under the
authority contained in such act of March 23, 1906.
SEC. 3. After the date of completion of such bridge, as determined by the Secre-

tary of War, either the State of Virginia, any political subdivision thereof within
which any part of such bridge is located, or two or more of them jointly, may at
any time acquire and take over all right, title, and interest in such bridge and
approaches, and interests in real property necessary therefor, by purchase, or
by condemnation, in accordance with the law of such State governing the acquisi-
tion of private property for public purposes by condemnation. If at any time,
after the expiration of twenty years after the completion of such bridge it is
acquired by condemnation, the amount of damages or compensation to be allowed
shall not include good will, going value, or prospective revenues or profits, but
shall be limited to the sum of (1) the actual cost of constructing such bridge and
approaches, less a reasonable deduction for actual depreciation in respect of such
bridge and approaches, (2) the actual cost of acquiring such interests in real
property, (3) actual financing and promotion costs (not to exceed 10 per centum
of the sum of the cost of construction of such bridge and approaches and the
acquisition of such interests in real property), and (4) actual expenditures for
necessary improvements.
SEC. 4. If such bridge shall at any time be taken over or acquired by any

municipality or other political subdivision or subdivisions of the State of Virginia
under the provisions of section 3 of this act, and if tolls are charged for the use
thereof, the rates of toll shall be so adjusted as to provide a fund sufficient to
pay for the cost of maintaining, repairing, and operating the bridge and its
approaches, and to provide a sinking fund sufficient to amortize the amount paid
for such bridge and its approaches as soon as possible under reasonable charges,
but within a period of not to exceed thirty years from the date of acquiring the
same. After a sinking fund sufficient to amortize the cost of acquiring the bridge
and its approaches shall have been provided, such bridge shall thereafter be
maintained and operated free of tolls, or the rates of toll shall thereafter be so
adjusted as to provide a fund of not to exceed the amount necessary for the
proper care, maintenance, and operation of the bridge and its approaches. An
accurate record of the amount paid for the bridge and its approaches, the expendi-
tures for operating, repairing, and maintaining the same, and of daily tolls
collected shall be kept, and shall be. available for the information of all persons
interested.

SEC. 5. The said 0. Emmerson Smith, F. F. Priest, W. P. Jordan, H. W.
West, C. M. Jordan, and G. Hubard Massey, their successors and assigns, shall
within ninety days after the completion of such bridge, file with the Secretary
of War a sworn itemized statement showing the actual original cost of construct-
ing such bridge and approaches, including the actual cost of acquiring interests
in real property and actual financing and promotion costs. Within three years
after the completion of such bridge the Secretary of War may investigate the
actual cost of such bridge, and for such purpose the said 0. Emmerson Smith,
F. F. Priest, W. P. Jordan, H. W. West, C. M. Jordan, and G. Hubard Massey,
their successors and assigns, shall make available to the Secretary of War all of
their records in connection with the financing and construction thereof. The
findings of the Secretary of War as to such actual original cost shall be con-
clusive, subject only to review in a court of equity for fraud or gross mistake
SEC. 6. The right to sell, assign, transfer, and mortgage all the rights, powers,

and privileges conferred by this act is hereby granted to the said 0. Emmerson
Smith, F. F. Priest, W. P. Jordan, H. W. West, C. M. Jordan, and G. Hubard
Massey, their successors and assigns, and any corporation to which such rights,
powers, and privileges may be sold, assigned, or transferred, or which shall acquire
the same by mortgage foreclosure or otherwise is hereby authorized and empow-
ered to exercise the same as fully as though conferred herein directly upon such
corporation.
SEC. 7. The right to alter, amend, or repeal this act is hereby expressly re-

served.
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let Session Part 1

BOULDER CANYON RECLAMATION PROJECT

APRIL 19 (calendar day, APRIL 24), 1926.—Ordered to be printed

Mr. JOHNSON, from the Committee on Irrigation and Reclamation,
submitted the following

REPORT

[To accompany S. 3331]

The Committee on Irrigation and Reclamation, to whom was
referred the bill S. 3331, presents the following report recommending
the passage of S. 3331:

PLAN OF REPORT

The plan of the report is as follows:
Part I: Generally of the project, its development and plan.
Part II: Flood control and river regulation.
Part III: Reclamation and all-American canal.
Part IV: Domestic water.
Part V: Power.
Part VI: Financial soundness of project.
Part VII: Analysis of bill.

THE PROJECT GENERALLY

Senate bill 3331, reported favorably by the Committee on Irriga-
tion and Reclamation, is the culmination of many years of technical
and scientific research, study, and investigation, and of the efforts of
the Federal Government and the various States affected to harness
the waters of one of the great rivers of the world. The Colorado
River is a unique stream of 1,750 miles in length, the third largest
river on the continent. Its drainage area embraces 242,000 square
miles in the United States. It rises in the State of Wyoming, and
flows through that State, Colorado, Utah, and Arizona, and forms
part of the boundary between the States of Arizona and Nevada
and Arizona and California, and finally discharges into the Gulf of
California.
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The stream measurements taken over a period of 25 years show an
average annual discharge of nearly 17,000,000 acre-feet (this after
irrigation depletion above). The run-off varies greatly from year to
year. In 1902 it was but 9,110,000 acre-feet. In 1909 it was 25,-
400,000 acre-feet. The seasonal variation of the river is also sharply
marked, the flow ranging from 200,000 cubic feet per second when in
flood to as low as 1,250 in low water. The rim of the upper drainage
basin of the river is composed largely of high mountain ranges.
The melting snows from these ranges and the rainfall increase its
volume. The lower portion of the basin is composed of hot arid
plains of low altitude broken by short mountain groups. The central
portion consists of a high plateau, through which the river runs for
hundreds of miles in a deep and narrow canyon.
As the river flows rapidly through the canyon region, it picks up a

tremendous amount of silt; and its average discharge of silt yearly,
at Yuma, is about 110,000 acre-feet, an amount equal in volume to the
total excavations by the United States from the Panama Canal.
In its quiter moods the waters of the Colorado River are easily

controlled and may be beneficially utilized in the fertile valleys it
traverses; but as summer approaches, the melting snows often con-
vert this stream into an indescribable raging torrent, which, through
the ages, with irresistible force has torn into the high plateaus of
Arizona and Nevada and carved out mighty chasms, sometimes even
to a depth of 5,000 feet.
The havoc that the river at its flood has wrought, its very destruc-

tion of the territory through which its torrents have swept all before
it, have provided the means for its control and for the beneficial use
of, its waters now running to waste. Through great deposits of rock
the waters have cut, leaving towering perpendicular walls between
which dams may be constructed at a minimum of effort and expense.
Immense basins have been carved out where its waters can be easily
stored. It has distributed the material carried down by its floods
over the low lying lands in the valleys below, converting the other-
wise barren and worthless desert into highly productive and fertile
soil. A menacing and destructive agency in its natural state, the
Colorado River but awaits development and control to be one of the
great contributing factors to the wealth of the Nation and the happi-
ness of the people of all of the territory of the Southwest. Successive
administrations have recognized not only the possibilities of regula-
tion and control of the Colorado River but the necessity for that
regulation and control. From the time of President Roosevelt to
that of President Coolidge, the Federal Government has recognized
the problems of the Colorado River and the lands dependent upon it,'
and that these problems because of their interstate relations and
certain of their international aspects were national in character and a
matter of national concern. The present bill embodies the conceded
solution of years of painstaking care and thorough study and investi-
gation by the ablest engineers of our country. It seeks not ta n 1 y the
control of one of the Nation's great rivers, but endeavors to remove
the danger and the menace which like a pall has rested upon tens of
thousands of American citizens, utilizes what is now waste water for
reclamation, irrigation, and domestic use, and ends the intolerable
coniitions now surrounding the Imperial Valley in its water supply.
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The citizens in the Imperial Valley and the territory contiguous
thereto have long been praying the Congress for relief from the
perilous position in which the Colorado River in its erratic moods
has placed them. Imperial County is the southeasterly county of
the State of California. It borders upon Mexico. In its conforma-
tion physically it is different from any other part of our country, and
possibly different from any other part of any other country in the
world. The fertile valley which takes its name from that of the
county is in shape like a saucer. Along the rim of a part of this
saucer-shaped land flows the turbulent Colorado River. Beneath
is the valley, 250 feet below the level of the sea. The rainfall is
negligible and the wells are in one restricted locality and are of little.
consequence. It is a natural desert composed of silt from the river
that flows above it and which, during the ages, has reclaimed the sea.
For the Imperial Valley at one time undoubtedly was a part of the
Gulf of California, which gradually has been filled by this silt deposit
of the Colorado River. The silt constitutes a sand, originally
variable and moving and in its natural state merely a forbidding.
desert.
One thing, and one thing alone, makes the Imperial Valley possible

for productivity and habitation. One thing transforms a hideous
desert into a modern paradise, and that one thing is water. From
one place, and one place alone, can water be obtained, and that place
is the Colorado River. The Colorado is an American stream. It
has its source in the United States, as has been related. It is true
that it meanders through Mexico and finally Ends its outlet in the
Gulf of California. But it is an American river, and it is an American
river to which Americans in America are entitled first. Each season
because of the silt it carries its bed rises higher. It is restrained and
controlled by dykes and levees. The height of these levees has been
constantly increased until to-day they are built to the danger point
and can not be built higher.
Storage above and the regulation of the flow are now recognized

as the only means of protection from floods, not only for the Imperial
Valley but for a part of Arizona, a part which by reason of its develop-
ment has become a productive, valuable, and beautiful territory..
The flood danger so far as the Imperial Valley is concerned is unlike
that which exists in any other part of the United States. In other
localities destructive floods may occur with untold losses, and yet the
waters subside and the territory affected ultimately recover. In the
Imperial Valley floods mean water entering the basin of the saucer-
shaped land with no possible outlet and then utter annihilation. Mil-
lions of dollars have already been expended, not only by the localities
affected but by the Federal Government in the attempt to protect
the lower basin of the Colorado River from floods. Levees at times
have no sooner been built than they have been washed away. Here
finally is presented a unified plan for protecting those entitled to pro-
tection, for the allocation among the States desiring that allocation of
the waters of a great river to which all are entitled, for the eliminating
of intolerable conditions by which a fertile and productive part of the
United States is dependent for its very life upon water which flows
through Mexican territory, and finally for converting into a great
national asset a wasteful and destructive agency, and by its control.

S R-69-1—vol 2-37
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reclaiming for homes for Americans hundreds of thousands of acres of
land now arid and worthless.
The project contemplates the construction of a large dam and

storage reservoir at Boulder or Black Canyon where the Colorado in
its mad moments has prepared a precipitous perpendicular granite
or basalt wall more than 1,600 feet in height. In addition, an all-
American canal for the protection of the lands of Imperial and
Coachella Valleys is provided for. The canal will extend from the
Laguna Dam near Yuma to Imperial Valley, a distance of about
60 miles. The dam will be approximately 550 feet in height and will
create a water storage of 26,000,000 acre-feet. The dam will furnish
sufficient drop to generate 550,000 firm horsepower of electricity or
1,000,000 horsepower on a 55 per cent load factor.
The magnitude of the proposed Boulder Canyon Dam can only be

appreciated by comparison with present existing works of like char-
acter. The highest dams now in existence stand from 250 to 350 feet
above bedrock, while the Boulder Canyon Dam will consist of a solid
concrete structure towering 550 feet above its foundations and braced
between solid rock walls. Some of the great reservoirs in the world
are the Assuan, of Egypt, with 1,865,000 acre-feet capacity; the
Elephant Butte, of New Mexico and our Reclamation Service, with
2,368,000 acre-feet capacity, and the Gatun Lake on the Panama
Canal, with 4,410,000 capacity, while the proposed Boulder Canyon
storage will have approximately 26,000,000 acre-feet. If we assume
the District of Columbia as a reservoir site and use the total area of the
District for the storage of an amount of water which will be stored by
this project, the District would be covered to a depth of 535 feet or
within 20 feet of the height of the Washington Monument. If the
land alone of the District were thus utilized for the waters stored by
the Boulder Dam, the water would be upon the District 677 feet deep
or 120 feet higher than the Washington Monument. The hydro-
electric power which will be generated from the contemplated new
work will equal 550,000 firm horsepower continuously, with a 1,000,-
000 horsepower installed capacity—a capacity equal to the total
capacity of all the Niagara plants now operating, an installed capacity
,50 per cent greater than Muscle Shoals, and with a capacity and firm
horsepower six times greater than that contemplated at Muscle Shoals.
-Careful estimates demonstrate that the Boulder Canyon project will
:save 23,000,000 barrels of oil yearly, and when it is recalled that the
:United States Geological Survey warns us that the oil supply of
America at the present rate of consumption may be completely ex-
hausted in 20 years, the importance of this saving can not be over-
estimated.
And at the beginning and at the end of this report it should be made

plain that the entire project will finance itself; that the bill provides
no work shall be undertaken and no money expended until the ad-
ministration has provided for the adequate repayment of every penny
that may be expended. The testimony demonstrates conclusively
that the money for the work under this bill will be forthcoming, that
already it may be provided, and that this tremendous enterprise, one
of the greatest of our generation, fraught with such potential possi-
bilities for good and with such incalculable benefit to our people, will
eost the Federal Government nothing but administrative effort.
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PART I. GENERALLY OF THE PROJECT, ITS DEVELOPMENT AND
PLAN

PROJECT FINANCIALLY ATTRACTIVE TO GOVERNMENT

From a financial aspect this project is an attractive one to the
Government. There is an active market for the power which will
be generated at the dam both for commercial purposes and for
pumping in connection with a domestic water supply for southern
California cities. The Imperial Valley is a proven irrigable area.
Established and going districts will be responsible for the cost of the
canal. While the Government will in the first instance advance funds
for the construction of the works, all advancements will be repaid
to the Government within 50 years with interest at 4 per cent per
annum. Moreover, the bill specifies that no money is to be advanced
until the Seeretary of the Interior has secured contracts for the de-
livery of water and for power assuring the Government full repay-
ment of its outlays with interest.
The authorized appropriation is $125,000,000, covering $41,500,000,

the estimated cost of the dam, $31,000,000, the estimated cost of
the canal $31,500,000, the estimated cost of a power plant at the
dam, and $21,000,000 interest during construction. The last item,
however, represents no active appropriation, but is solely for the
purpose of returning to the General Treasury interest upon the other
$104,000,000 during the period of construction and before the works
can begin to yield a return. It is largely a bookkeeping arrange-
ment to fix the amount for which beneficiaries of the project will be
charged.
Again, the building of a power plant at the dam is left optional

with the Secretary of the Interior. If he elects not to build the
plant, but instead to lease the rights to use waters for power genera-
tion, the $104,000,000, representing the total cost of the works
authorized, will be reduced to $72,500,000 and the item of interest dur-
ing construction will be correspondingly reduced.

FINANCIAL FEATURES OF BILL PREPARED BY TREASURY DEPARTMENT

Particular consideration has been paid to the financial features
of the bill. As they appear they are in the form prepared by the
Treasury Department and may therefore be said to be suitable and
appropriate both to the carrying out of the project and to the require-
ments of that department.

PURPOSES OF PROJECT

The_project will serve four main purposes:
(1) It will relieve a very serigus and ever-present flood danger to

the Imperial Valley as well as other sections along the lower river
both in Arizona and California. Imperial Valley occupies a sink or
basin lying from 100 to 350 feet below the bed of the river. It has
no drainage outlet. Hence its flooding means its permanent de-
struction.
(2) It will end an intolerable situation, under which the Imperial

Valley now secures its sole water supply from a canal running for
many miles through Mexico, as well as make possible the reclamation
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of a large area of public lands lying around the rim of the present
cultivated section in the valley.
(3) It will conserve flood waters of the river which in addition to

providing for irrigation development will make it possible for rapidly
growing cities of southern California to secure a domestic water supply
from the water thus saved.

(4) It will create a large amount of desirable hydroelectric power,
making the project a financially feasible one.
The constriction of the dam in addition to providing efficient flood

control and making available the flood waters for irrigation and domes-
tic uses, will fully regulate the flow of the river. With its flow un-
regulated the river can not be successfully used as a highway for com-
merce; in its regulated form it will provide a safe and dependable flow
below the dam that can be used by power boats and other small craft.
The reservoir created by the dam will be the largest artificial lake in
the United States and capable of successful navigation.

PROJECT HAS BEEN FULLY INVESTIGATED

The project has been under consideration for many years. Gov-
ernment agencies have made long and careful investigations respecting
its feasibility and necessity. Unusually extensive committee hearings
have been had.
The committee has actually visited the region affected by the

project and held hearings there. Two years ago the Secretary of
the Interior in a report to Congress on the project, tersely said:

The Colorado River has been under observation
' 

survey and study, and the

'abject of reports to Congress since the close of the Civil War. More than

$350,000 have been expended by the Bureau of Reclamation since the Kinkaid

Act of May 18, 1920. More than $2,000,000 have been expended by other agen-

cies of the Government. The time has arrived when the Government should

decide whether it will proceed to convert this natural menace into a national

resource. (Hearings on H. R. 2903, 68th Cong., 1st sess., p. 818.)

BOULDER (OR BLACK) CANYON PROPER LOCATION FOR DAM

While there has been some difference of opinion as to the proper
site for an initial development on the Colorado River the overwhelm-
ing weight of opinion favors the Boulder or Black Canyon site. These
two sites are close together and are frequently termed the upper and
lower Boulder Canyon sites. A dam at either site will inundate
practically the same territory. Natural conditions at this point are
extremely favorable for the construction of a great dam at a minimum
of cost. An immense natural reservoir site is here available. A
development at this point will fully and adequately serve all pur-
poses—flood control, reclamation, domestic water, and power. It is
the nearest available site to the power market—an important element
from a business or financial standpoint.
As said by Mr. Hoover, Secretary of Commerce:

I believe the largest group of those who have dealt with the problem, both
engineers and business folk, have come to the conclusion that there should be
a high dam erected somewhere in the vicinity of Black Canyon. That is known
usually as the Boulder Canyon site, but nevertheless it is actually Black Canyon.
The dam so erected is proposed to serve the triple purpose of power, flood control,

and storage. Perhaps I should state them in a different order—flood -control,

storage, and power, as power is a by-product of these other works.



BOULDER CANYON RECLAMATION PROJECT 7
There are theorectical engineering reasons why flood control and storage

works should be erected farther up the river and why storage works should be
erected farther down the river; and I have not any doubt that given another
century of development on the river all these things will be done. The problem
that we have to consider, however, is what will serve the next generation in the
most economical manner, and we must take capital expenditure and power
markets into consideration in determining this. I can conceive the development
of probably 15 different dams on the Colorado River, the securing of 6,000,000
or 7,000,000 horsepower; but the only place where there is an economic market
for power to-day, at least of any consequence, is in southern California, the
economical distance for the most of such dams being too remote for that market.
No doubt markets will grow in time so as to warrant the construction of dams all
up and down the river. We have to consider here the problem of financing;
that in the erection of a dam—or of any works, for that matter—we must make
such recovery as we can on the cost, and therefore we must find an immediate
market for power. For that reason it seems to be that logic drives us as near to
the power market as possible, and that it therefore takes us down into the lower
canyon. (Hearings on S. Res. 320, 68th Cong., 2d sess., p. 601.)

FEDERAL GOVERNMENT THE PROPER AGENCY TO UNDERTAKE
DEVELOPMENT

Because the Colorado River is an interstate and international
stream and because of the various conflicting uses of water such as
for flood control, reclamation and power generation, the Government
is the proper and logical agency to undertake this development. It
is well equipped for this purpose. The Reclamation Service has had
wide experience in large dam construction. For the Government to
undertake this work does not mean its going into business man
objectionable sense. Even if the Secretary of the Interior elects to
build a power plant at the dam and operate it, this will mean but a
very small force of men in the Government service. Again, the
economic consequences of a development of this importance are
such that the Government should maintain a control greater than
can be secured through the usual regulatory processes. Benefits
from natural assets of the magnitude here involved should be fairly-
and widely distributed. This can best be accomplished by the Gov-
ernment taking the initiative, as in the bill provided. This idea was
well expressed by the Secretary of the Interior in his report of Jan-
uary 12, 1926, on the project, where he said:

Interstate and international rights and interests involved, the diversified bene-
fits from the construction of these works, the waiting necessities of cities for
increased water supplies, the large development of latent agricultural resources,
the protection of those already developed, and the immense industrial benefits
which may come from the production of cheap power, which together appear
to render the construction and subsequent control of these works a measure of
such economic and social importance that no agency but the Federal Govern-
ment should be entrusted with the protection of rights or distribution of its
opportunities. All uses can be coordinated and the fullest benefits realized only
by their centralized control. (Hearings on S. Res. 320, 69th Cong„ 1st sess.,
p. 868.)

A similar view was voiced by the President in a telegram to C. C.
Teague, of date October 7, 1924, in which he said:
The major purposes of the works to be constructed * * * involve two

fundamental questions which must always remain in public control—that is,
flood control and the provision of immense water storage necessary to hold the
seasonal and annual flow so as to provide for the large reclamation possibilities
in both California and Arizona.

These considerations seem to me to dominate all others and to point logically
to the Federal Government as the agency to undertake the construction of a
great dam at Boulder Canyon or some other suitable locality * * *. (Hear-
ings on S. 727, 68th Cong., 2d sess., p. 13.)
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This thought was also clearly expressed by the late President
Harding in the manuscript of an address which he expected to deliver
at San Diego. He was prevented from delivering this address by
death. He said:
Such a gigantic operation may not be accomplished within the resources ofthe local communities. It is my view, and I believe the accepted view of alarge part of our people, that the initial capital for the installation of these engi-neering works must be provided by the American people as a whole, and trulythe American people as a whole benefit from such investment. The additionalto our national assets of so productive a unit benefits, not alone the local com-munity created by it, but also, directly and indirectly, our entire national life.* * * I should, indeed, be proud if during my administration I could par-ticipate in the inauguration of this great project by affixing my signature to theproper legislation by Congress through which it might be launched. I shouldfeel that I had some small part in the many thousands of fine American homesthat would spring forth from the desert during the course of my lifetime as theresult of such an act and in the extension of these fine foundations of our Amer-ican people. (Hearings, H. R. 2903, 68th Cong., 1st sess., pp. 1884, 1885.)

HOW THE PROJECT TOOK FORM

As early as January 12, 1907, President Roosevelt submitted to
Congress a message upon the problems of the lower Colorado River,
in which he outlined and urged a development which will become a
reality upon the completion of the project here authorized. Thus
he said:
The construction work required would be: The main canal, some 60 miles inlength, from Laguna Dam into the Imperial Valley; the repair and partial con-struction of the present distribution system in the valley and its extension toother lands, mainly public; diversion dams and distribution systems in theColorado River Valley, and provision for supplementing the natural flow of theriver by means of such storage reservoirs as may be necessary. This wouldprovide for the complete irrigation of 300,000 acres in the Imperial Valley andfor 400,000 acres additional in the United States in the valley of the Coloradoin Arizona and California.

(Further investigations, of course, have shown that even President
Roosevelt did not grasp the magnitude of irrigation possibilities in
the lower Colorado.)
Proceeding in his message, he said:
The Imperial Valley will never have a safe and adequate supply of wateruntil the main canal extends from the Laguna Dam. At each end this dam isconnected with rock bluffs and provides a permanent heading founded on rockfor the diversion of the water. Any works built below this point would notbe safe from destruction by floods and can not be depended upon for a permanentand reliable supply of water to the valley.

On February 16, 1918, by contract between the Secretary of theInterior and the Imperial irrigation district provision was made forthe creation of an all-American canal board to consist of one mem-
ber named by the Reclamation Service, one by the district and oneby the University of California, such board to investigate the feasi-bility of an all-American canal. The engineers selected were Dr.
Elwood Mead, now Commissioner of Reclamation; W. W. Schlecht,
and C. E. Grunsky.

This board reported on July 22, 1919, recommending an all-
American canal; and legislation was presented in the Sixty-sixthCongress to carry out its recommendation. Extensive hearings w9re
held. But Congress, not being entirely satisfied with the data
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available, and particularly because no concrete plan for storage was
before it, on May 18, 1920, passed the so-called Kinkaid Act, by
which the Secretary of the Interior was directed to make further
investigation of the problems of the lower Colorado and report back
to Congress his recommendations as to the proper plan of develop-
ment. An appropriation of $20,000 was made. As investigations
proceeded this was supplemented by appropriations from the Im-
perial irrigation district, Arizona, Los Angeles, Pasadena, and other
interested communities, aggregating $171,000.
A preliminary report was completed in the early part of 1921. Pub-

lic hearings on this were had by the Secretary of the Interior, and
on February 28, 1922, his formal report recommending in substance
the project here authorized was transmitted to Congress. This report
is published as Senate Document No. 142 of the Sixty-seventh Con-
gress, second session.

Bills were introduced in both Houses to carry out the recommenda-
tions of the report, and hearings were had.
Passage of legislation (the forerunner of the present bill) was

recommended by the Interior Department in a communication to
the House Committee on Irrigation, on June 14, 1922, (Hearings,
on H. R. 11449, 67th Cong., 2d sess., p. 4.)

It was again urged by the department in a communication to
the House committee on March 17, 1924. (Hearings on H. R.
2903, 68th Cong., 1st sess., p. 818.)
The project was favorably reported on by engineers of the Recla-

mation Service in February, 1924, in a voluminous report which
has been before this committee and considered by it, but which
has not been published. This report contains a wealth of technical
data on irrigable areas, various plans of development of the river,
cost estimates, and similar data.
On January 12, 1926, the Interior Department again recom-

mended the project in a report to which reference is herein frequently
made. (Hearings on S. Res. 320, 69th Cong., 1st sess., p. 867.)
The financial plan contained in the bill has been approved by

the Secretary of the Treasury. (Report to House committee.)
This summary, by no means complete, of the various reports and

recommendations upon this project, indicates the great care and
long study which it has received from various Government depart-
ments and agencies and from congressional committees. It is as a
result of all these that the project has taken its present form.

COLORADO RIVER COMFACT

About the time the Interior Department reported to Congress
pursuant to the Kinkaid Act there was launched a plan to settle water
rights on the Colorado River by interstate agreement. The efforts-
made to consummate such an agreement and the differences and dis-
putes growing out of it have played an important part in the considera-
tion of the project by Congress. Much of the testimony presented,
before the various committees have had to do with this.

Briefly, a seven-State agreement was signed by representatives of
the interested States at Santa Fe, N. Mex., on November 24, 1922.
Ml the States except Arizona promptly ratified this compact. An-
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zona, however, has thus far refused to ratify and no assurances have
been lorthcoming that it will ratify in the immediate future.
In 1926, a six-State ratification of this compact was suggested and

the four upper-basin States and the State of Nevada in the lower basin
made such a ratification. California consented to the six-State
ratification, but made its ratification contingent upon large storage
being authorized.
Out of a wealth of discussion and argument over the situation thus

created there has been evolved, and the bill contains, a formula or
plan by which the present legislation shall become effective only upon
a definite and unconditional six-State ratification of this compact
being made, supplemented by various protective devices contained
in the bill and suggested largely by representatives of upper-basin
States. The bill gives congressional approval to a six-State as well
as a seven-State ratification of this compact.

This arrangement or plan is objected to by certain groups in the
State of Arizona, but the committee has felt that in view of the some-
what uncertain conditions in that State and in view of the urgent
necessity for flood relief in the Lower Colorado, development should
not be allowed to further await action by Arizona.
As said by Mr. Hoover in testifying before the House committee

on March 3, 1926, in favor of the prompt authorization of this project:
I have felt that the public interest of the people involved is so great that the

whole of this enormous work should not be held up because of this last remaining
fraction of opposition.

Under the provisions of the bill Arizona may use waters conserved
by the development subject to the terms of the compact.

PART II. FLOOD CONTROL AND RIVER REGULATION

THERE IS URGENT NEED FOR FLOOD CONTROL IN THE LOWER COLORADO

One of the important purposes of this bill is to conti ol the floods of
the lower Colorado. Danger from flood is serious and is acute.
More than 100,000 American citizens are annually subjected to the
menace of the river.
In the lower valleys of California and Arizona there are thriving

cities and great irrigated areas with property value of $200,000,000
or more, protected from the river only by means of artificial levees.
These levees have been raised and extended until further or better
protection by that means is virtually impossible.
The dam here authorized with the consequent large storage will

permit of the regulation and stabilization of the river's flow and
completely solve the flood danger. Unless prompt action is taken,
any year may witness a flood of very serious and possibly disastrous
consequences.

PHYSICAL CONDITIONS

Mr. F. E. Weymouth, formerly chief engineer of the Reclamation
Service, in his 1924 report recommending the project, stated in the
plain and conservative language of the engineer, the physical con-
ditions causing the acute flood menace which exists:
In its present state of partial development, however, the river is a menace no

less than it is a benefit. Each spring the snows accumulated on the mountain
slopes of the upper basin melt with the advancing season until by the end of May



BOULDER CANYON RECLAMATION PROJECT 11

the lower river has become a raging torrent. This flood usually reaches its peak
in May or June, after which it ordinarily subsides; the floods have been known
to continue into August.

Annually the river carries past Yuma an average of 200,000,000 tons of silt.
When the river is not in flood, this silt burden is largely carried to the Gulf, but
in times of flood when the river spreads beyond its banks, it drops its load of
silt not only at its mouth but wherever along its course the velocity of the water
is checked. Especially does this deposition of material occur along and near the
banks of its low water channel. These banks are thus built up by successive

floods until they hold the waters to such an elevation that the main current of the

stream eventually breaks through and finds a new channel in lower ground.
In the delta region below Yuma, being less restricted by natural lateral bar-

riers, this tendency finds widest scope. Here the river has built a conical fan-

shaped ridge cutting off what formerly was the upper end of the Gulf of Cali-

fornia. Along the crest of this flat delta ridge runs the river; one slope toward

the south terminates at sea level at the present head of the Gulf of California, the

other extending northerly on a much steeper slope reaches a depression 250 feet

below sea level at the rim of the Salton Sea. The portion of the ancient gulf

thus cut off constitutes the Salton Basin, the irrigated area of which, lying largely

below sea level along the northward delta slope, is known as Imperial Valley.

Again referring to temporary means adopted by Imperial irrigation
district for flood protection the report proceeds:

Within a few years at the most the silt deposits will raise the elevation of this

latter area to a point where the main current of the floods will again be thrown

to the west and north at which time the assaults of the river on the Volcano Lake

levee will be renewed with assurance that sooner or later another break into the

valley will occur.
The menace in case of such a break is not limited as at Yuma and above to the

loss of crops and improvements, and the cutting away of a few or many acres of

valuable land, serious as that menace is. Besides all this, the greater danger here

is that the levee once breached and the river at flood turned into Salton Sea' 
the

steep gradient of its course will induce the cutting through the soft alluvial soil

of a gorge in which the flow may not be checked until a large part of the valley

has become submerged beneath the waters of an inland sea. (Hearings on

H. R. 2903, 68th Cong., 1st sess., pp. 711, 712.)

It should further be pointed out that, in addition to destroying crops
and damaging lands, the Imperial Valley has the decided disad-
vantage of being below sea level and having no outlet for the water.
Ordinarily, the flood waters from any stream finds its way back into
the stream as the flood subsides. This is not the case in Imperial
Valley. There the flood waters remain in the basin until taken out
by the slow process of evaporation.

DANGEROUS SHIFTING CHANNELS

In 1905 the river turned northward from its channel on the crest
of the delta and flowed into the Imperial Valley for nearly two
years before the break could be closed, thus forming a lake of some
300 square miles known as the Salton Sea. Through heroic efforts
on the part of the Southern Pacific Railroad Co., at the request of
President Roosevelt, the break was closed in 1907 and the river
returned to its channel. The United States then expended approxi-
mately $1,000,000 in the building of what is known as the Ockerson
Levee to prevent another such disaster as that of 1905. This levee
was barely completed, however, when in 1909 the river washed most

of it away and turned westward into what is known as Bee River to
Volcano Lake, still in Mexican territory, but in a lower depression

on the delta. The river flowed on this course for 10 years, and was

kept there by means of an extensive levee system built by the people
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of Imperial Valley. By 1919, through its immense silt deposit,
the river had filled the bed of Volcano Lake and Bee River to such
an extent that it was again flowing on a ridge and the levees could no
longer be made to hold it. The Imperial irrigation district then at
an expense of approximately $700,000 constructed an artificial
channel from Bee River to what is known as Pescadaro River and
turned the river southerly into a triangular depression between
Volcano Lake on the west and the old channel on the east. This
is the area referred to by Mr. Weymouth in his report from which
quotation is made.

This is the last remaining depression on the delta.

SILT AGGRAVATES FLOOD DANGER

The river has an annual discharge at Yuma of approximately
100,000 acre-feet of silt. This silt greatly aggravates the flood men-
ace. No temporary works can be built to hold it. It was the silt
deposit that built the deltaic ridge on which the river now flows. It
was the silt deposit that filled the Bee River and Volcano Lake, so
that the river could no longer be held at that point, and the same
silt deposit will quickly fill the depression where the river now flows.
The gradient to the north into Imperial Valley is much greater

than that to the south into the Gulf, and when the depression is
filled there is no means known which, at any cost within reason, can
prevent the river from again flowing into the Imperial Valley.
The dam proposed in this bill will catch and hold the greater part

of the silt. Most of the silt finding its way onto the delta is from and
above the canyon section. If no other dams were provided on the
river, the one proposed in this bill would retain all of the silt finding
its way into the reservoir for a period of 300 years, and for more
than 100 years before its storage capacity and usefulness would be
seriously interfered with. As other dams are constructed on the
river they will catch and retain the silt, thereby further extending
the usefulness of the Boulder Canyon Reservoir.

PAST FLOODS ABOVE IMPERIAL VALLEY

The Colorado River is subject to periods of great floods and great
droughts. It has been known to reach a maximum discharge of
more than 200,000 cubic feet of water per second and a low flow at
the head works of the Imperial system of 1,250 cubic feet of water
per second.

This causes extremely serious flood situations all along the lower
river. Floods above Imperial Valley, were they not overshadowed
by the exceptional flood danger to Imperial Valley, would attract
attention and call for remedial measures. In 1916, the water stood
2 feet deep in the streets of the town of Yuma and threatened its
destruction. In 1922, the river inundated a large part of Palo
Verde Valley and the water stood several feet deep in the town of
Ripley in that valley, destroying much property and otherwise
causing a large amount of damage. Other floods have submerged
the Parker Valley and also done serious damage to the city of Needles.
The greatest flood danger, however, is to the Imperial Valley

lying far below the river's channel and with no outlet for flood waters
once they enter the valley.
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PAST FLOODS THREATENING IMPERIAL VALLEY

In 1914, the Volcano Lake Levee was breached and 10,000 cubic
feet of water per second flowed through the levee into the Imperial
Valley for many days before the levees would be repaired. More
serious results were avoided by means of hundreds of men placing
bags of earth on top of the levee.
In 1918 the Ockerson Levee, which had been rebuilt by Imperial

irrigation district, was breached in two places. The flood water was
successfully turned westward to Volcano Lake by other levees but
not until after several thousand acres of land had been inundated
and the workmen and a Southern Pacific train marooned. In a
course of two days the men were removed but the train was held
until the flood subsided some three months later.
In 1919, before the river was turned into Pescadaro Cut, the

levees were again breached and 4,000 acres of land inundated before
the opening could be closed. The river was so high and the water
soaked earth so soft that maintenance work could not be carried
on by the usual means of dumping rock from trains operated for
that purpose. This was found to be the case after a locomotive and
cars had been lost in the attempt. Numerous smaller breaks have
occurred. In 1925, with only 50,000 second-feet of water, the river
turned against the levees and in two different places undermined
and destroyed them for distances of several hundred feet. These
smaller breaks are of annual occurrence and serious results have
been prevented only by constant vigilence. Telephone communi-
cation is maintained throughout the entire length of the levees and
numerous watchmen are constantly on patrol. Strings of dump
cars are kept loaded with rock and locomotives under steam for
immediate use.

LEVEE SYSTEM

The Imperial irrigation district has about 78 miles of protective
levees in Mexico. The Yuma project has about 30 miles in Arizona
and California and Palo Verde irrigation district has several miles of
similar levees for the protection of Palo Verde Valley. These levees
are of necessity built of loose silt upon a foundation of similar ma-
terial. They are faced with rock hauled long distances by dump cars

upon standard-gauge tracks maintained on the levees for that pur-

pose. Levees thus constructed afford only partial protection. When

the river strikes the levee it is not its overtopping that is so much

feared, but the water will quickly eat away the loose material and the

levee simply settles down and virtually disappears.

EFFECT OF FLOOD MENACE

Four hundred and sixty thousand acres are now being served with

water by the Imperial irrigation district. There is not only the

possibility of this land being inundated, but there is a constant knowl-

edge that a comparatively small break in the levee system could

destroy irrigation works and cut off water for irrigation and domestic

purposes. This creates a constant feeling of uncertainty. Property

values are less than half of what its income would justify. Capital

for full development can not be had and where money is obtained it is
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obtained at an excessive rate of interest. The Federal farm loan banks
refuse to lend any money in Imperial Valley because of these condi-
tions.
The happiness of the people, the security of their property, and the

proper development of this highly productive area depend largely
upon adequate flood control.

UNANIMITY OF VIEW AS TO FLOOD DANGER AND NEED OF QUICK RELIEF

An outstanding feature of the testimony before the committee was
the unanimity of view respecting the existence of the flood danger,
its seriousness, urgent need for quick action, and that storage up the
river was the solution. Engineers like A. P. Davis, F. E. Weymouth,
Gen. George Goethals, and William Mulholland joined with responsi-
ble executive officials like Mr. Herbert Hoover in voicing this idea.
Admittedly and concededly, storage at Boulder Canyon as here
authorized will effect the greatest measure of security against the
river's floods which may be obtained.
The handling of this flood problem by itself would necessarily mean

a heavy and unrecoverable outlay. By caring for it in the manner
provided for by this bill, the Treasury is saved a very large sum of
money. The plan here presented is a practical and businesslike one,
having due regard for the integrity of Federal funds and the safe-
guarding of the general taxpayers.

PART M.-RECLAMATION AND ALL-AMERICAN CANAL

RECLAMATION AND ALL-AMERICAN CANAL IN BRIEF

Large storage at Boulder Canyon with its consequent river regula-
tion below will make possible a full development of irrigation poten-
tialities in the United States below the canyon. There are in Ari-
zona, Nevada, and California some 1,500,000 acres of land susceptible
of irrigation by the waters conserved by the dam and reservoir.
Of this amount 550,000 acres, of which 460,000 acres lie in Imperial
Valley, are now irrigated from the river.
The all-American canal will carry a portion of the conserved waters

available for irrigation to where they can be used for the irrigation of
a large body of these lands. Looked at in a somewhat narrow way
it represents a cooperative enterprise between Imperial irrigation dis-
trict, which serves the present irrigated area in Imperial Valley, the
Coachella County water district, a public district embracing in its limits
in the Coachella Valley, and the United States as owner of approxi-
mately 200,000 acres of public land about the rim of Imperial Valley,
and about 11,000 acres of Indian lands now without water but pos-
sessing the same possibilities of development with water as the fertile
lands in the valley. Neither Imperial Irrigation district, the Coa-
chella district, nor the United States could afford alone to build a
canal from the river. Acting in conjunction, the canal is entirely
feasible. For various reasons the Imperial district now desires to
augment and stabilize its water supply and is ready to bear its share
of the cost of the main canal. Under the plan of the project as ex-
pressed in the bill, power, domestic water, and existing irrigation
enterprises in effect, underwrite and guarantee all costs of the whole
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development. The result is that the United States as proprietor
of public lands will secure a water supply for these lands under excep-
tionally favorable conditions.

There are, however, other reasons why the all-American canal is a
vital part of the development. It will cure an unsatisfactory interna-
tional situation, which should not be allowed to continue, existent by
reason of the present main canal serving Imperial Valley being in
Mexico. It will also give the United States a general control over
waters conserved by the reservoir essential to guard against over-
development of Mexican lands to the detriment of American interests.

CROPS PRODUCED

The area below Boulder Canyon is desert in character, having hot
summers and mild winters. The Imperial and Coachella Valleys are
essentially a winter garden. During the recent winter from Decem-
ber to March, approximately 111,000 carloads of lettuce were shipped
out of this valley, and, in addition, vast quantities of peas, spinach,
asparagus, summer squash, and many other vegetables were Shipped
to the eastern markets. In the early spring tomatoes, cantaloupes,
and watermelons are shipped in large quantities. Something over
15,000 carloads of cantaloupes alone were shipped in 1925. Dates,
early table grapes, winter strawberries, and many other fruits and
vegetables in large quantities for the use of the country are shipped at
a time when they can not be produced elsewhere. While this class
of farming is expensive, under favorable conditions it is highly
profitable.

STOCK RAISING

While this region is better known for its fruits and winter gardens,
the mild open winters and abundant winter feed makes stock raising
and particularly feeding beef cattle and sheep for the market desirable
and profitable. Many thousands of head of feeder cattle are shipped
into the Imperial and Yuma Valleys in the fall of the year and
fattened during the winter for the spring market.

DAIRYING

The same condition that makes the feeding of livestock for market
profitable makes possible the production of dairy products on a large
scale. Imperial Valley alone markets more than 6,000,000 pounds
of dairy products per year.

NO COMPETITION

The climatic conditions of the region below Boulder Canyon and
Imperial Valley in particular are such that the products are not
seriously in competition with other ?arts of the United States. A
very large part of the products of tile region can not be produced
elsewhere and particularly at the time of year produced there. It
produces the winter fruits and vegetables greatly needed in the great
centers of population of the United States.



16 BOULDER CANYON RECLAMATION PROJECT

WATER SUPPLY

The only source of water for irrigation and domestic use belowBoulder canyon and including a very large area in Arizona andCalifornia is the Colorado River and its tributaries. That sectionof California including Palo Verde and Imperial Valleys must relywholly upon the main stream of the Colorado River.
The low flow of the river is now completely utilized. Four timesin recent years the Imperial Valley, which is supplied from the lowestpoint of diversion, has taken all of the water from the stream. In1924 all of the water was taken for about 90 days, and for 76 consecu-tive days the river was completely dry below the Imperial Valleyhead gate. During much of this time there was not sufficient waterfor the needs, and at one time only 1,250 cubic feet of water persecond was available for the Imperial canal system, when at thattime the needs were for about 4,000 cubic feet of water per second.The low-water period in the river comes in August, September, andOctober, at a time when water shortage even of brief duration isdisastrous. The crop loss on account of water shortage in 1924 isestimated at more than $5,000,000. The development in the upperand lower basins of the river is proceeding rapidly and this watershortage is bound to be repeated unless the flood water is stored in agreat reservoir as provided for in this bill.

WATER FOR IMPERIAL VALLEY ALL PASSES UNDER THE JURISDICTION
OF MEXICO

Between Imperial Valley and the Colorado River there is a low-.lying range of sand hills of no considerable elevation, but of sufficientelevation that water can not be carried through them without theall-American canal presently referred to. This range of hills ex-tends a few miles below the international boundary line into Mexico.When the development of the Imperial Valley was first conceivedit was thought impossible to undertake the expense of building theall-American canal. The lands had not been proven, settlers insufficient number had not yet located upon the land, and the privatecompany which undertook the development was more interested inprofit than in permanancy.
It was found that water could be diverted at little expense from theColorado River on the American side of the international boundaryline and carried in an old wash or channel known as the AlamoChannel and thus flow by gravity some 60 miles through Mexico andback into the United States. This channel has from time to time beencleaned and straightened and the banks and sides strengthened sothat it has served as a main canal for the Imperial Valley from thebeginning to the present time and is still in use. There is no water inImperial Valley except water carried through this canal. All of thewater for irrigation and domestic use must be received in this way.Not only the farms and the farmers are dependent upon this canalbut the inhabitants of six incorporated towns ranging in populationfrom about 2,000 to more than 8,000 people are wholly dependentupon it for domestic supply.
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MEXICAN CONTRACT

In order to carry the water into Mexico and deliver it back into
the United States for the use of American citizens it was found neces-
sary to organize a Mexican corporation for the 'Purpose of receiving
the water at the international line, operating the canal system in

Mexico and delivering the water to the United States, as Mexico
would not permit this to be done by a corporation or political agency
of the United States. This Mexican corporation obtained a contract,

sometimes referred to as a concession, from the Government of

Mexico whereby it was granted the right to receive the water and

deliver it back into the United States providing that the lands in

Mexico receive from the canal all the water required for use in

Mexico, not exceeding one-half of the amount passing through the

canal. Under the contract Mexican users pay a consideration to

be fixed or approved by the Government of Mexico. The price of

water in Mexico is about 85 cents per acre-foot at the main canal,

whereas the price in the United States is something over $2 per acre-

foot delivered. The cost of delivery is small compared with the

great difference in the price of water. In other words, the cost of

water to the Mexican farmer has always been very much less than

the cost to the American farmer.

OPERATION OF THIS WATER SYSTEM IN A FOREIGN C
OUNTRY IS

UNSATISFACTORY

In the operation of this system under dual control many vexatious

questions and problems constantly arise resulting in expense and

delays. Duties are to be paid on materials taken into Mexico for

operation and maintenance purposes, and different rules and laws

are to be complied with. It is self-evident that these conditions will

cause differences and misunderstandings which should not be per-

mitted to exist if means can be found to avoid it.

DEVELOPMENT IN MEXICO

Development has constantly proceeded in Mexico to the extent

that there was furnished from the main canal in 1925 water to

217,000 acres. The rapid development is more clearly understood

by reference to the following table prepared by the general superin-

tendent of Imperial irrigation district:

Use of water in Mexico

Acres Acres

1908 6,935 1917 77,500

1909 9,051 1918 118,530

1910 14,920 1919 136,580

1911 14,953 1920 190,000

1912 21,599 1921 120,000

1913 33,761 1922 150,000

1914 39,600 1923 180,000

1915 41,000 1924 185,022

1916 67,500 1925 217,000
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There are more than 800,000 acres of land in Mexico susceptibleof irrigation by gravity from this system. With Mexico constantly
extending its use the development in the United States is now ar-
rested and it is only a matter of time until lands in the United States
now irrigated will of necessity be abandoned so that Mexico can be
supplied its half of the water. This condition is well expressed by
the Secretary of the Interior in his report to this committee on Janu-
ary 12, 1926, where he said:
The canal now supplies water for the irrigation of over 400,000 acres in Cali-

fornia, and irrigators in Mexico at present require water for the irrigation of 200,-000 acres. But Mexican irrigators are entitled, under this concession, to doublethe volume they are now using, or for enough to irrigate as many acres as arenow irrigated in California. That is more water than the unregulated flow of
the river will now supply. As the Mexican irrigators are on the upper end ofthe canal, the pinch of scarcity, when it has come in the past, or when it maycome in the future, falls first on irrigators in the United States, which countrysupplies the water, all the construction cost and all the money advanced foroperation. It is unfair to California irrigators now, and will be even more soafter the reservoir is built.
It is physically possible to irrigate much more than 400,000 acres from thiscanal in Mexico. If this concession remains in force without any amendmentand the canal continues to be used as now, the irrigated area in Mexico willcontinue to extend. The volume needed to be diverted from the river wouldbe more than the direct flow at the low-water season, and the area irrigated inCalifornia would be subject to ruinous uncertainties and loss. If storage is pro-vided, a part of the water for the irrigation of lands in Mexico would, under thisconcession, have to be supplied from the reservoir, as this canal would be the onlymeans of conveying water to the Imperial Valley, and it can be operated onlyif the terms of the Mexican concession are complied with.

OPERATION UNDER THE CONCESSION IS NOT SATISFACTORY

This dangerous and highly unsatisfactory arrangement under
which the Imperial Valley is now served should not continue. Im-
perial Valley has grown into a large and substantial community.
Sixty thousand or more American citizens now reside in that valley.
Within very few years it is likely that this number will be very
greatly increased. Much wealth has been produced in this area and
that wealth is constantly increasing. Four hundred and sixty thou-
sand acres of land in the Imperial irrigation district alone is now highly
productive and in course of time there will doubtless be added to
this area approximately one-half million acres more. We do not
believe that such a community should be made to be dependent upon
a foreign government for the very existence of its people and the
whole value of its property, regardless of the good faith and sta-
bility of that government when, at a reasonable expense, its water
system can be put wholly under the jurisdiction of the United States.
Even under a treaty there would exist a feeling of possible uncer-
tainty which would make capital timid and hold back the develop-
ment to which these people as American citizens are entitled. We
believe the only proper and permanent solution of this water ques-
tion is the all-American canal.

NOT SUFFICIENT WATER FOR ALL

It is extremely doubtful if there is sufficient water in the riverfor all land susceptible of irrigation, including lands in Mexico.
Because of physical conditions Mexico, under present arrangements,
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can develop much more rapidly in the future than can the lands in
the United States. Its lands are near the river and irrigation work
is inexpensive.

If Mexico obtains water for its full development, it seems almost
certain that a somewhat similar area in the Colorado River Basin
in the United States, that otherwise would be reclaimed, will forever
remain a desert.
With Mexico on the upper end of the canal that serves Imperial

Valley, Mexican development will proceed. There will thus be
created, at the expense of lands in the United States, a great com-
munity in Mexico, served with water originating in the United
States and competing with American farmers.

ALL-AMERICAN CANAL

Senate Document 142, Sixty-seventh Congress, second session,
states that the all-American canal will serve 785,400 acres of land
in the United States, of which 515,000 acres are in the Imperial
irrigation district, 71,800 acres are in Coachella Valley, and 167,000
acres are public lands. This estimate has been looked upon as
being very conservative.
None of the public lands or Indian lands can be irrigated from

the present canal system or by gravity from any system that can
be built, without the all-American canal. Under the plan of the
project these lands will be appropriately charged under the reclama-
tion law with their proper proportion of the cost of the canal or will
be indirectly charged by being taken into the Imperial district (or
perhaps a new district embracing Imperial and Coachella will be
formed), which in turn will contrapt with the Secretary of the In-
terior to return the cost of the canal in the form of annual pay-
ments for water delivered. By combining these uses the expense of
water to serve the public Indian lands as well as the lands in existing
districts will not be disproportionate to the benefits received. With-
out such combination, it is doubtful if these public or Indian lands
will ever be reclaimed. This affords an opportunity to irrigate these
lands and at the same time provide a much-needed dependable water
supply to all of Imperial and Coachella Valleys on a basis that will
guarantee full repayment to the Government with interest. It is
an opportunity that the Government, as proprietor of these lands,
can not afford to let pass by.

SOLDIER PREFERENCE

The bill provides for preference right of entry on all public lands
under the project to honorably discharged soldiers and sailors of the
United States.

COST OF THE ALL-AMERICAN CANAL

The cost of the all-American canal, as estimated by the Secretary

of the Interior in his report, is $30,773,000, which includes $1,600,000
now being paid by the Imperial irrigation district for the right to
connect with and use the Laguna Dam.

S R-69-1—vol 2 38

a
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PRESENT DIVERSION

The present head works of the Imperial system consists of a deliv-
ery gate some 750 feet in length in the west bank of the Colorado
River 6,000 feet above the international boundary line. On account
of the low-lying banks of silt material it has been found impossible
to construct and maintain a permanent diversion wier or dam with-
out flooding the Yuma Valley, now highly productive, under the
Yuma reclamation project of the United States. About 1915 it was
found, by reason of changes in river channel, that water could not
be diverted into the Imperial system without some artificial works
in the river. The people of the Yuma Valley obtained an injunction
against the construction of such works. The necessity of the case
was such, however, that since that time temporary works have been
put in the river annually by the Imperial irrigation district under a
contract with Yuma County Water Users' Association by the terms
of which the Imperial irrigation district assumes full responsibility
for any damages which may result to the Yuma County Water
Users' Association, or anyone else on the Yuma project, by reason
of such construction, and to guarantee payment the district is required
to have executed annually and maintain a surety bond in the amount
of $500,000. In addition to this the district agrees to, with all possi-
ble dispatch, change its point of diversion to the Laguna Dam, and
is required to make bimonthly reports to the War Department as
to progress being made.

COACHELLA VALLEY

Special mention should be made of the conditions of the Coachella
Valley, lying at the northern end of Imperial Valley. This valley,
like Imperial Valley proper, is below the channel of the river and is
subject to the river's flood menace. It is not served by the present
Imperial system nor can it be served by this system being above the
level of the main canal. It secures its water supply from wells fed
by waters from the mountains lying to the west and north, the drain-
age area being small. Water levels are constantly going down and
people of that section see facing them in the very near future the ne-
cessity of letting their highly productive ranches go back to desert.
There are in this valley at least 72,000 acres of fine, irrigable lands,
13,000 of which are now under cultivation and are producing crops
of the same general character as in the Imperial Valley proper, but
reaching the markets usually from one to two weeks earlier. All of
this fine land could be irrigated from the all-American canal, in
the construction of which lies the only hope of this section.

THE COST OF CANAL WILL BE REPAID

Under the terms of the bill the Secretary of the Interior is author-
ized to contract for the delivery of water from storage and through
the all-American canal and for the sale of power at the dam in an
amount sufficient to repay the entire cost of the project to the United
States, with 4 per cent interest. The Secretary is not permitted to
move until this has all been fully assured. In other words, the
whole project, including the all-American canal, will be without
expense to the United States.
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PART IV. DOMESTIC WATER

DOMESTIC WATER SUPPLY

21

The construction of the high dam at Boulder or Black Canyon,
besides accomplishing the purposes of flood control and reclamation
of public lands, and besides making possible the development of a
large amount of electrical energy to finance the cost of the works,
will, incidentally, enable a large number of cities in southern Califor-
nia to secure a much needed water supply.
The coastal belt of southern California includes a strip of land from

20 to 60 miles in width, bordering on the Pacific Ocean from Los
Angeles to the Mexican boundary, a distance of about 150 miles.
It includes the counties of Los Angeles, San Bernardino, Riverside,
Orange, and San Diego, south and west of the high mountains.
This coastal belt has a population of more than 1,800,000. The
present population of Los Angeles County is something over 1,400,000,
of which more than 1,000,000 are within the limits of the city of
Los Angeles.
The four counties of Los Angeles, San Bernardino, Riverside, and

Orange, from the standpoint of ultimate water supply are a unit.
San Diego County is somewhat detached from the others and presents
a unit of its own.
As an incident to a remarkable development, the population in this

coastal region has increased from 270,000 in 1900 to over 1,800,000
in 1925. In the same period the population of Los Angeles County
has grown from 170,000 to 1,425,000 and the population of the city
of Los Angeles from 120,000 to more than 1,000,000. The population
of Los Angeles has practically doubled in the past five years, having
increased about 500,000 since the last Federal census.
The water supply of the coastal belt of Southern California is

affected by cycles of wet and dry periods, periods of 10 to 12 years,
in which the average rainfall and stream flow are below normal,
followed by periods of the same duration, in which they rise above
normal. Owing to increase of population, even average water condi-
tions will leave a shortage of supply in a few years. To meet this
situation, the cities of that region have been investigating possible
sources of additional water supply.

These investigations have shown that about 1,500 second-feet of
water for domestic purposes only will be required for these com-
munities, and that the only possible source is the Colorado River.
Plans are being formulated to go to that river for such supply.
Naturally, the city of Los Angeles, because of its size and wealth has
taken the lead. That city has by an overwhelming vote recently
authorized a bond issue of $2,000,000 for preliminary investigation
and construction.
Plans for obtaining water from the Colorado River for southern

California cities contemplate an aqueduct about 260 miles in length,
and taking water from the river near the town of Blythe, Calif.,
which is about 150 miles below Boulder Canyon. This aqueduct will
cost, according to preliminary estimates, about $150,000,000. Water
will have to be lifted by pumping about 1,400 feet in order to sur-
mount an intervening mountain range.
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It is proposed to organize a public district embracing Los Angeles,
Pasadena Glendale, and other interested communities to carry
through
Pasadena, 

domestic water project. This district will require for
pumping purposes, a large block of electrical energy, amounting,
when the aqueduct is operated to full capacity, to possibly 250,000
horsepower, thus adding materially to the market for power from the
dam.
A high dam creating large storage is essential in order that these

cities may obtain the water they need from the Colorado River. It
will impound for useful purposes large quantities of flood waters of the
river which now annually waste into the sea, and will have the effect
of desilting the river flow and thus make it suitable for domestic use.
One of the most serious features of the present water situation in

the region where these cities are located is the encroachment of do-
mestic needs on the agricultural supply. The acquisition of a water
supply from the Colorado River for these cities, while it does not con-
template irrigation uses, will, incidentally, benefit present agriculture
by relieving it from drafts for domestic purposes.
The unquestionable needs of southern California cities for domestic

water will assure heavy contributions, on account of water stored and
delivered and power for pumping purposes, to Government revenues
from the project.

PART V. POWER

The Federal Government is interested in power on the project
from two points of view:

First. As a means by which the great works authorized may be
financed without a drain on the National Treasury.

Second. As regards the effect of the creation of this great power
supply upon social and economic conditions in the Southwest and in its
fair and wise distribution.
In the hearings on the project a mass of testimony was produced

bearing upon the market for power. Showings were made as to the
future requirements and markets for such power of Los Angeles,
Pasadena, Riverside, and other cities of southern California, of the
States of Nevada and Arizona, of transcontinental railroads, and the
private distributing companies. It was also developed that southern
California cities in connection with a greatly needed domestic water
supply from the Colorado River would require a large block of the
power for pumping purposes.
Although the testimony clearly indicated an ample and waiting

market, yet in view of the whole situation the Secretary of the
Interior in his report on the bill of January 12, 1926, suggested the
following very simple and practicable plan of determining the ques-
tion of adequacy of such market and thus removing this problem from
the field of speculation:
In order to give assurance before any large expenditure is incurred that the

anticipated revenues from this development will be obtained, the bill should con-
tain a provision that before any bonds are issued and sold and before awarding
any contracts for construction, the Secretary of the Interior shall secure the
execution of contracts with irrigation districts, municipalities, and corporations,
on terms to be fixed, for the delivery of all water to be supplied for irrigation,
domestic, and municipal uses, and shall obtain definite commitment for the pur-
chase of power from responsible bidders in an amount to insure a sufficient return
from this development to repay the money to be expended with interest within
a period of 50 years.
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This suggestion was cheerfully accepted by the proponents of the
legislation, met with the approval of the committee, and is expressed
in the bill, section 4 (b) of which provides:

Before any money is appropriated or any construction work done or con-
tracted for, the Secretary of the Interior shall make provision for revenues,
by contract or otherwise, in accordance with the provisions of this act, adequate
in his judgment, to insure payment of all expenses of operation and mainte-
nance of said works incurred by the United States and the repayment, within
fifty years from the d-te of the completion of the project, of all amounts advanced
to the fund under subdivision (b) of section 2, together with interest thereon.

As 'Sower at the dam will be cheap power (its estimated sale price
at the switchboard of the power plant below the dam is 3 mills per
kilowatt-hour) it may be confidently expected that this somewhat
unusual and rigorous requirement will promptly be met.
The plan of the Boulder Canyon project as expressed in the bill

contemplates allocation of the power or power rights at Boulder
Canyon amongst various agencies, including political subdivisions,
municipalities, domestic water-supply districts, and private com-
panies.
The evidence clearly indicates that the total power developed at

Boulder Canyon will about supply the available waiting market
when such power is ready for distribution. There should not be
any serious overlapping of applicatimas and the proper allocation
to all agencies in the market for the power should he easily possible
without doing injustice to any.
With such a distribution of power or power rights at the dam all

danger of monopolization will be avoided and there will be created
a sound competitive condition between these various agencies which
will insure the consuming public protection in the form of reasonable
rates and good service.
One other point is here entitled to mention. Early in the hearings

it was suggested that the bringing in at one time of this great block
of power would flood the market and work hardships on private in-
vestments. This suggestion was due to lack of understanding of the
plans. Power may be made available when the dam reaches the
necessary height for power-plant operation, and may be gradually
increased to the total amount as the dam reaches its maximum
height, or approximately durino•

b 
a period of three years. Thus the

power will enter the market gradually.
It has been urged by some that a development at Boulder Canyon

does not fit in with a comprehensive plan of development of the river.
The committee is satisfied that this is not so. Other development
may proceed without interference by reason of this project. Secre-
tary Hoover in his testimony regarding the location of the dam
declared:
I do not believe that construction at that point is going to interfere with the

systematic development of the Colorado River for storage and power above and
below.
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PART VI. FINANCIAL SOUNDNESS OF PROJECT

FINANCIAL SET-UP

The Secretary of the Interior, in his report of January 12, 1926,
gives his estimate of the financial working of the project as follows:

Capital investment
Estimated! cost for-

26,000,000 acre-foot reservoir $41,500,000
1,000,000 horsepower development 31,100,000
The all-American canal 31,000,000
Interest during construction on above five years at 4 per cent 21,000,000

Total 125,000,000

Annual operation

Estimated gross revenues from—
Sale 3,600,000,000 kilowatt-hours, power at three-tenths cent_ 10,800,000
Storage and delivery of water for irrigation and domestic pur-

poses 1,500,000

Total 12,300,000
Estimated fixed annual charges for—

Operation and maintenance, storage, and power 700,000
Operation and maintenance, all-American canal 500,000
Interest on $125,000,000 at 4 per cent 5,000,000

Total 6,200,000

Estimated annual surplus, $6,100,000, or thought to be sufficient
to repay the entire cost in 25 years.

It will be observed that the allowances he makes for operation and
maintenance are extremely liberal. The testimony points to costs
being more favorable than thus indicated.

COST ESTIMATES HAVE BEEN CAREFULLY MADE

The cost estimates given by the Secretary of the Interior are t)ae
result of long and painstaking studies of that department. Mr.
F. E. Weymouth, then chief engineer of the Reclamation Service,
under whose personal supervision the major part of the studies were
made, testified before the House committee as follows:
We have on our consulting staff Mr. A. J. Wiley and Mr. Louis Hill, and we

have consulted them regularly in reference to this whole problem. We have
had several engineering board meetings to consider the various phases of the
problem, especially in reference to types of dams and methods of construction
and cost of all that sort of thing. They were outside of our regular engineering
force.

Asked about the engineers in his organization, he stated:
Mr. Walker Young, who is present to-day, has had charge of the investigations

in Boulder Canyon for about three and a half years. Mr. Young had more to
do than anybody else in the actual working out of the detailed designs and esti-
mates, but he at all times had the advice of our chief designing engineer, Mr.
J. L. Savage, whose headquarters are now in Denver, and also of the whole
designing force of that office.

• *
Mr. Savage has under his charge about 25 or 30 engineers of all kinds. * * *

In addition to that, we have had the assistance of Mr. Gaylord, who was until
very recently our chief electrical engineer, and his assistants, and Mr. Dibble
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and his assistants. In the study of the water supply, the irrigable areas, and the
control of the river for flood or for power purposes, Mr. Debbler, who is here
to-day, has made most of those studies.

We had Mr. Ransome, a geologist of the Geological Survey, make a very
exhaustive geologic examination and report on the Boulder Canyon reservoir and
dam site, and Nil'. Jenison, of the Geological Survey, also assisted him. The
Bureau of Standards has done a lot of work for the service in testing materials
for construction. There is another man that I forgot to mention, a very valuable
engineer and geologist, Mr. Homer Hamlin. The most work that has been done
perhaps was done by Mr. Arthur P. Davis while he was the director of the service.

Well, we have utilized our regular forces a great deal; Mr. James Munn, who
was formerly a contractor and is, perhaps, one of the best construction men in the
country. We have had his advice, especially in reference to unit costs that we
have used in the estimates.

Concerning the advisory board, composed of Mr. Wiley and Mr.
Hill, he said:
We have considered with them each step that we have taken as it came up and

it has had their approval. (Hearings on H. R. 2903, 68th Cong., 1st sess.,
pp. 741-743.)

RETURN OF ADVANCES FULLY ASSURED

The provisions of the bill and the character and solvency of the
organizations with which the Secretary will contract assures to the
Government full return of the money advanced with interest. It
will be no experiment. The Secretary will not be contracting with
organizations of doubtful solvency. As to domestic water, as well
as power for pumpitig purposes, his contracts will be with cities or
an association of cities with an assessed wealth of well over a billion
dollars; irrigation water will be delivered under enforcible contracts
to proven and established districts that have been in successful
operation for many years; and power, which is the great financial
asset of the project, will be sold to such applicants as the State of
Nevada, the State of Arizona, the cities of Los Angeles, Pasadena,
Riverside, and Glendale, in California, and to strong private cor-
porations like the Southern California Edison Co., operating in
southern California. Each of these agencies has expressed inten-
tions of becoming an applicant for power. These contracts will be
binding and enforcible, and the Secretary is not permitted to make
any expenditures on the project until such contracts are secured.

PART VII.—ANALYSIS OF BILL

The bill has been very carefully shaped. In its present form it
carries the full approval of the Secretary of the Interior. Financial
features came from the Treasury Department. Many rather tech-
nical provisions intended for the protection of upper basin States
originated with the water commissioners of Colorado, Wyoming,
and Utah.

Section 1 states the purposes of the project, to wit:
(a) Controlling the floods and regulating the flow of the lower

Colorado River.
(b) Providing for storage and delivery of the waters of the river

for reclamation and other beneficial uses and for generation of elec-
trical energy, the last as a means of making the project a self-support-
ing and financially solvent undertaking.
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The section also authorizes the works essential to carry out these
purposes, to wit:
(a) A dam at Boulder or Black Canyon in the Colorado River

adequate to create a storage of not less than 20,000,000 acre-feet.
(b) An all -American canal for the delivery of water to lands in

Imperial and Coachella Valleys.
(c) A power plant at the dam for the generation of electrical energy

from the waters discharged from the reservoir created by the dam.
(Section 6 leaves the construction of the power plant optional with

the Secretary of the Interior. He may, if he finds it feasible for
financial and other reasons, lease the right to use the water thus dis-
charged.)

Section 2 contains the main financial provisions of the bill. It was
prepared by the Secretary of the Treasury.

Subdivision (a) established a special fund into which all revenues
must be paid and from which all expenditures are to come.

Subdivision (b) authorizes the Secretary of the Treasury to advance
to the fund up to $125,000,000, from which amount moneys are to be
paid back to the General Treasury to cover interest on advancements.
Of this amount approximately $21,000,000 is for interest during con-
struction.

Subdivision (c) makes moneys from the fund available for con-
struction and operation and maintenance purposes, upon the usual
appropriations being made.

Subdivisions (d) and (e) prescribe the accounting requirements
necessary to maintain the integrity of the fund and to charge bene-
ficiaries of the project with retirement of advances and interest, as
well as maintenance and operation.

Subdivision (f) authorizes the Secretary of the Treasury to borrow
money, if necessary, to meet appropriations to the fund.

Subdivision (g) provides for a retirement, if any, of obligations by
payments made by "beneficiaries on account of retirement of principal.

Section 3 is the usual technical provision to meet legislative practice,
authorizing appropriations to the fund for carrying out the project.

Section 4 (a) requires certain action by interested States affecting
water rights before the bill becomes operative.

Section 4 (b) requires full advance financing of the project before
any. outlays are made.

Section 5 authorizes the Secretary of the Interior to make contracts
for storage and delivery of water for irrigation and domestic purposes
and for sale of power at switchboard to meet financial requirements
of the act.

After the Government has been repaid with interest all of its ad-
vancements, charges for use of the dam and works at the dam, shall
be on such basis as Congress may authorize. The effect of this pro-
vision, when taken in connection with provisions in section 6 that the
title to the dam and works there shall always remain in the Govern-
ment, is to allow the Government to have these great works even
after they have been paid for by the beneficiaries.
By this section no attempt is made to segregate charges against

different uses of the project. The whole project is considered as a
unit and such segregation is left to the judgment and discretion of
the Secretary.
The section outlines briefly some of the requirements respecting sale

of power.
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(a) Contracts are limited to 50 years.
(b) Provision is made for renewals along the lines provided in the

Federal water power act for renewals of licenses.
(c) Prices for electrical energy are to be fixed to meet revenue re-

quirements and determination of conflicting applications are to be
governed by the provisions of Federal water power.
(d) The Secretary of the Interior may require larger agencies secur-

ing power to permit smaller agencies to share in transmission lines.
Section 6 requires that water shall be released from the dam,

first, in the interest of flood control and river regulation; second, in
the interest of irrigation and domestic uses, and lastly, for power,
thus making power a subordinate use. The title to the dam and
works at the clam are always to remain in the United States, which
will manage and control the same. There is a proviso in this sec-
tion, however, permitting the Secretary of the Interior either to
lease units of the power plant, if he elects to construct the power
plant or instead of constructing a power plant to lease the privilege
of using water discharged for the generation of power. If he pursues
either of these alternatives, various provisions of the Federal water
power act intended to safeguard the public interest will govern the
Secretary.

Section 7: Under section 7, the Secretary of the Interior is
authorized in his discretion, when the United States has recouped all
of its advancements with interest on account of the entire project,
to transfer title to the canal to agencies paying therefor. Lands
paying for the canal are given certain privileges to utilize power
privi:eges created by drops in the canal to aid in meeting their
obligations toward repayment of the cost of the works.

Section 8 subordinates the project to the terms of the Colorado
River compact.

Subdivision (a) requires appropriations of water to be made under
the laws of a ratifying State.

Subdivision (b) requires the United States or its licensees to ob-
serve the terms of the compact.

Subdivision (c) contemplates the making of a subsidiary compact
between Arizona, California, and Nevada for the equitable division
of benefits arising from the use of .the waters of the river.

Subdivision (d) is a technical provision deemed appropriate by law
officers of the Government to permit the United States to take ad-
vantage of certain rights granted it in the Arizona constitution.

Section 9 provides for reclamation and settlement of public lands
with preference rights given to ex-service men and women.

Charges against this land under the roclamation law will go into
the fund provided. It is doubtful if this section will be used to
any extent, as the plans of the Interior Department contemplate
contracts under section 5 with responsible irrigation agencies which
will make payments for water adequate to meet all financial require-
ments and which agencies will under existing laws take into their
boundaries public lands subject to service from the canal.

Section 10 preserves an existing contract between Imperial irriga-

tion district and the United States by which the former has the

right to connect with Laguna Dam. The district has already paid

a substantial sum on this contract.
Section 11 contains definitions.



28 BOULDER CANYON RECLAMATION PROJECT

Section 12 approves the Colorado River compact eitiv3r upon a
seven-State or six-State ratification.

Subdivision (b) of this section makes any rights of the United
States to the waters of the Colorado River subordinate to the terms
of the compact so approved.

Subdivision (c) requires that all privileges from the United States
respecting the public lands shall be impressed with the terms of the
compact, to which approval is given in subdivision (a).

Subdivision (d) is merely supplementary to provisions of sub-
division (c).

Section 13 declares the act to be a supplement to the reclamation
law, which is made to govern where not inconsistent.
In a great project such as this many details may properly be re-

ferable to a general law such as the reclamation act.
Section 14 authorizes an appropriation of $250,000 from the fund

created for investigations in the upper Colorado River Basin.
Section 15 merely gives a short title for the act.

CONCLUSION

This is a project which should appeal both to the imagination and
the hard business sense of dr American people. A mighty river now
a source of destruction is to be curbed and put to work in the interest
of society. The dam will be one of the stupendous engineering works
of the world. The reservoir created will be by far the largest artificial
body of water in existence and outside of the Great Lakes the largest
body of water in the Nation. Lands now desert and worthless will
be brought into productivity. New' homes will come into being.
New wealth will be created.
The people of the Southwest are not asking of the Government this

great public improvement as a gift. All they ask is that the Govern-
ment lend its good offices to make this development possible. Estab-
lished communities and responsible agencies will bind themselves to
return to the Government not merely all moneys expended, but all
moneys expended with interest. The varied interests concerned with
the development make a centralized agency necessary. The Govern-
ment under the plan of the development assumes this agency. The
beneficiaries assume all the financieal obligations. Nor is this quite
all. After the development is paid for the Government still will
retain ownership and control of the dam for such use as the Congress
may deem wise and just.
It is a great constructive improvement, not experimental, sound

financially, well considered, shaped in the public interest, one the
consummation of which will be a source alike of national pride and
advantage.

INDORSEMENTS OF PROJECT

Besides numerous indorsements of State organizations and coun-
ties, cities, and other organizations of more or less local nature,
including the Boulder Dam Association, an Organization composed
of some 200 public bodies in California, Nevada, and Arizona, it
has been indorsed by the following national organizations: Ameri-
can Farm Bureau Federation, National Association of Real Estate
Boards, American Legion, National United Spanish War Veterans,
and American Federation of Labor.
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INDIVIDUAL VIEWS
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The Colorado River is our most remarkable and dramatic river in
its value for irrigation and hydroelectric energy. It combines con-
centration of fall, sites for power plants, reservoir sites for controlling
the river flow, and a vast volume of water for irrigating several
million acres of land.
Other rivers may be used, either for irrigation or for hydroelectric

power, but no other river in the Western Hemisphere presents such
enormous opportunity for the use of its waters for -both irrigation and
power.
In approaching the problems of a river so pregnant with possi-

bilities for development, it is important that all the factors connected
therewith—engineering and economic—should be fully evaluated
and that expediency shall play no part therein.
It is the opinion of all experts that there is no surplus water in the

Colorado River, therefore in any plan of developing that river,

extreme care should be exercised so that no practicable potentiality

shall be needlessly sacrificed.
There exists now in some sections of the Colorado River Basin

a demand for irrigation, hydroelectric power, and flood control, and

whilst the development proposed by this bill is dazzling, nevertheless,

a visualization of farms, fields, factories, towns, and cities yet to arise

of which the Colorado River must be the alimentary canal is equally

as important, hence no plan or scheme should be adopted which

would forever preclude the possibility of a full use of all the water

resources of the river.
Before many years shall have passed the demand for water within

the Colorado River Basin will be as great, possibly greater, than the

available supply; therefore it would be a tragic blunder were the

initial dam placed at a point so far downstream as to preclude construc-

tion in the future of other dams or series of dams which will inevitably
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be necessary higher up the river, and unfortunately that is what the
bill S. 3331 proposes to do.
The logical and practical way to develop a river is to begin at its

source and work toward its mouth. This bill proposes to reverse this
logical and practical order of development.
The elevation of the water surface of the Colorado River at Glen

Canyon is 3,127 feet, at Bridge Canyon it is 1,207 feet, and at Boulder
Canyon it is 705 feet.

ARIZONA

Ninety-seven per cent of the entire area of the State of Arizona is
within and constitutes 43 per cent of the total area of the Colorado
River drainage basin.

Arizona contributes about 28 per cent of the waters of the Colorado
River.
Of the 6,000,000 firm horsepower of potential hydroelectric energy

in the lower basin, seven-eighths thereof is in Arizona, but the Boulder
Canyon plan of development would allot to Arizona only an insig-
nificant fraction of this hydroelectric power.
Of the lands in Arizona susceptible of irrigation, all thereof to be

irrigated must obtain their water from the Colorado River or its
tributaries in Arizona; they have no other waters from which to draw.
The Colorado River enters Arizona from Utah near what is called

the Crossing of the Fathers and flows through Arizona for a distance
of 330 miles to the Arizona-Nevada State line, in Iceberg Canyon.
From this point the river forms the western boundary line of Arizona
for a distance of 400 miles to the point where it intersects the boundary
line between Arizona and Old Mexico. Arizona furnishes 28 per
cent of the waters of the Colorado River.

CALIFORNIA

Only 23' per cent of the Colorado River drainage basin is in
California.

California contributes no water to the Colorado River.
The Boulder Canyon plan of development allots to California 37

per cent of the waters of the Colorado River.
The Boulder Canyon plan allots to California practically all of the

hydroelectric power to be generated in the lower basin of the Colorado
River.

California has 18,000,000 acres of land irrigable by waters other
than by the waters of the Colorado River.
Of potential hydroelectric energy, California has 6,000,000 horse

power which may be developed within her borders on streams other
than the Colorado River or its tributaries.
The Boulder Canyon plan allots to California practically all the

hydroelectric power develo-Ded in Arizona, but California would not
permit Arizona to direct tae allocation of the hydroelectric power
developed on California streams.

It is the opinion of numerous engineers of large ability and vast
experience that to place the initial high dam at Boulder Canyon
would sacrifice priceless resources of this river in as much as a high
dam at Boulder Canyon would defeat a comprehensive and sys-
tematic plan of maximum development.
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A storage dam at Glen Canyon with a diversion dam at Bridge
Canyon would achieve precisely what is sought by a dam at Boulder
Canyon, viz, flood control, irrigation, hydroelectric power, and
domestic water for the cities and towns of southern California; and
furthermore, such dams at Glen Canyon and at Bridge Canyon would
sacrifice no potentiality of the river.

Attention is directed to the testimony of Mr. 0. C. Merrill, execu-
tive secretary of the Federal Power Commission (see p. 505, vol. 5,
hearings before Senate Committee on Irrigation and Reclamation) :

While the resources of the Colorado River approximate from 4,000,000 to

6,000,000 horsepower, way beyond present-day requirements of the Southwest,
and including in the Southwest the southern half of California, there is no reason-

able doubt that within the next half century at the outside there will be demand
for all the hydroelectric energy that the lower Colorado River at least can supply,

and care must, therefore, be taken in any scheme of development of the river to

see that we do not sacrifice, unless for outstanding reasons, any future possibilities

of power.

It is, of course, true that we should attempt to serve our generation
and meet the needs and requirements of our own day but it is none
the less true that we will never be forgiven at the bar of public opinion
if in serving our own day and generation we reject a plan for Colorado
River development (viz, storage dam at Glen Canyon and diversion
dam at Bridge Canyon), which plan if consummated would furnish all
the practical results needed and desired by this generation and would
at the same time conserve all the natural advantages of this river
for those who in the days yet to come are to live in the Colorado
River Basin. It is entirely within the realm of practicability to
irrigate every acre of land within the Colorado River Basin suscep-
tible of irrigation if science and national welfare, instead of expediency,
be allowed to control.
There will be no remorse so poignant as that which will come

from a realization, after the expenditure has been made, that in placing
the high dam too far down on the river (at Boulder Canyon) a poten-
tial empire in the lower basin has been stunted.
The enactment of this bill into law would sentence Arizona to ob-

scurity and render impossible in that State any large development
in the future.

This bill, however, with all its vices, is at least free from the vice
of hypocrisy. It sedulously and intentionally proposes to sever
Arizona's jugular vein.
The bill is intended to be, and is, an attempt to coerce Arizona.

One administration unsuccessfully attempted to coerce Arizona into
joint statehood with New Mexico. Another administration unsuc-
cessfully attempted to coerce Arizona upon certain provisions of her

constitution, and those of the present administration who are attempt-

ing by this legislation to coerce Arizona will ultimately discover that

they have simply been standing like large locomotives on a sidetrack,

without driving rods, wasting their steam in vociferous and futile

sibilation.
What abysmal folly to condemn, as this bill does, 200,000 firm

horsepower, which is one-third of all the electrical energy proposed to

be generated at Boulder Canyon, eternally to the task of lifting 1,500

second-feet of water to a height of 1,730 feet and pumping the same

to the cities and towns of southern California for their domestic use,

when at no greater cost the same supply of domestic water may
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be sent to these same cities and towns of southern California by
gravity from a diversion dam at Bridge Canyon, and thus save and
release for other purposes this enormous quantity of horsepower.
What reckless disregard of the public interests to build a dam at

Boulder Canyon, as this bill proposes, which at most could irrigate
only 200,000 acres of land in Arizona, whilst the storage dam at
Glen Canyon and the diversion dam at Bridge Canyon would irrigate
at least 3,000,000 acres of land in Arizona.
What flagrant injustice by placing the dam at Boulder Canyon to

doom 3,000,000 acres of land in Arizona perpetually to desert and
thereby to irrigate an equal area of land in Mexico.

Respectfully submitted.
HENRY F. ASHURST,

United States Senator from Arizona.

Attention is hereby directed to the appendices hereunto attached
and made a part hereof.



APPENDIXES TO INDIVIDUAL VIEWS OF MR. ASHURST ON S. 3331

Hon. HENRY F. ASHURST,
Hon. RALPH H. CAMERON, and
Bon. CARL HAYDEN,

Washington, D. C.
GENTLEMEN: I have been following newspaper reports emanating from Wash-

ington and elsewhere concerning the question of Colorado River development.
I have observed reports that the representatives of the upper-basin States

have been in session for several days at Denver endeavoring to formulate
amendments to the 'Swing-Johnson bill, which will fully protect the States of
Wyoming, Colorado, Utah, and Nevada in the event that the Congress of the
United States decides to take another additional step in destroying the form
of government established by the founders of this Republic by voting to divest
a State of its sovereignty over the natural resources which lie within its
•borders, and to place the Federal Government in the position of developing and
selling hydroelectric energy, and to set aside the traditional and heretofore
recognized sovereignty of the States in the legal ownership and control of the
water which flows within their borders.
There are several phases of the subject of Colorado River development to

-which I should like to direct your attention.

EXECUTIVE OFFICE, STATEHOUSE,
Phoenix, Ariz., April 14, 1926.

ORIGIN OF THE COMPACT

Immediately following the war the question of the control of the Colorado
River began to be stressed. Proposals to construct dams on the river for the
development of hydroelectric energy and control of the water for irrigation
purposes began to be discussed.
The States of Colorado and Wyoming, which had suffered grievously from

autocratic interference with their development by Federal bureaucrats, and
from court decisions which affected the use of water that falls within those
States, recognized the possible menace to their future development by the
further development of the Colorado River in the lower basin States. And
they induced the States of New Mexico and Utah to join with them in demand-
ing a compact among the seven States in the Colorado River Basin before they
would consent to any development being undertaken in the lower basin.
The Congress of the United States passed a bill authorizing the seven States

to make a compact and to apportion the water of the Colorado River "among
the States." Each of the seven States in the basin passed uniform laws author-
izing the making of such a compact, with the proviso that it must be ratified
by the legislatures of the seven States and the Congress of the United States
before becoming effective.
At a conference held at Santa Fe, N. Mex., in November, 1922, representatives

,of Wyoming, Colorado, Utah, New Mexico, Arizona, Nevada, and California,
and Mr. Hoover, of California, representing the United States, met and drafted
a compact, but not in accordance with the law passed by Congress which
authorized the making of a treaty to allocate the water "among the States."
'The compact which was negotiated proposed to divide the water between two
arbitrarily created basins which are designated as the " upper " and " lower "
basins.
The tributaries of the river in Wyoming, Colorado, Utah, and New Mexico

divide the water allocated to the "upper basin" to the satisfaction of the
four States concerned.
At this point it may be pertinent to remark that in effect under the terms

of the compact the right of the four upper-basin States was recognized to
consumptively use economically and beneficially all of the water that falls
'within the borders of those States which they can put to use. Engineers have

5
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testified that more water was allocated to these States than they can ever
use economically or beneficially. The representatives of these States have
testified also, that it may be 150 years before they can utilize some of the
water which was reserved to them and that a portion of it will be diverted
entirely out of the Colorado River Basin.
In 1923 the States of Wyoming, Colorado, Utah, New Mexico, Nevada, and

California ratified the Santa Fe compact.
In 1925 the California Legislature repealed its ratification of the Santa Fe

compact.
The Legislature of the State of Arizona in 1923 and again in 1925 refused

to ratify the compact without reservations which would require a further
agreement between the States in the lower basin which would protect 'Arizona.
At the time the Legislature of Arizona authorized the appointment of a com-

mission to negotiate a compact, it also appropriated $50,000 for the making
of surveys and the accumulation of data in order that the interests of the State
of Arizona might be fully protected. But at the time the compact was nego-
tiated, practically none of these data were available.
In the summer of 1923 reports were made which I judged would enable

Arizona to complete the work of carrying out the provisions of the act of
Congress authorizing the negotiation of a compact to allocate the water of
the Colorado River "among the States," and I took the initiative in inviting
the Governors of the States of California and Nevada to appoint delegates to,
participate in a conference for this purpose. The Governor of California
declined and the Governor of Nevada accepted.
A short time later a prominent citizen of Arizona, who was my opponent

in the campaign for Governor of Arizona in 1924, visted my office and expressed
the opinion that he would be able to arrange a conference with the Governors
of California and Nevada which would result in the law passed by Congress
authorizing a compact to apportion the water "among the States" being
fulfilled.
I appointed this gentleman and one of the members of the legislature as a

committee to arrange for such a conference; but the Governor of California
declined to receive these gentlemen.

Still later, the Governor of Nevada took the initiative in trying to arrange
a conference, and the Governor of California declined to accept the invitation
to appoint conferees.
When a conference was finally arranged with a committee appointed by

the Legislature of California to represent that State, the California committee
insisted upon certain conditions as a precedent to the continuation of the
conference which, in effect, would give California everything that State wants.

If the Upper Basin States are entitled to the protection they ask in the
compact, and if the Congress of the United States is to pass legislation to
give California what she is seeking and at the same time include in that
legislation the full protection of the Upper Basin States, I think it essential
that the State of Arizona be considered and protected, because as matters
now stand the State of Arizona will be expected to meet all the deficiency
caused by any shortage of water needed for the development of the lands in
the Colorado River Basin. At this point I do not intend to refer to the proposal
advanced in the Swing-Johnson bill with reference to power. I will merely
repeat what the farmer said, when he arrived with his wagon at the top of
the hill only to find his apples scattered along the road, to the small boy who,
had lifted the wagon gate and, standing anxiously by, asked the farmer why
he didn't curse. The farmer replied, after scratching his head, that it was
only because he could not do the matter justice.

MR. HOOVER

I have been interested in Associated Press reports of the testimony offered.
by Mr. Herbert Hoover, of California, Secretary of Commerce of the United
States, before the Committee on Irrigation of Arid Lands of the House of
Representatives on March 3, 1926, in which Mr. Hoover is quoted as having
testified as follows:
"I believe Arizona is amply protected under the compact. If Arizona would

negotiate the compact on the basis of water rights alone, there would be nt.
trouble, but as it is other questions are being hung on the hatrack of water
rights."
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I want to deny. w_thout any equivocation, the statement of Mr. Hoover.
Arizona has not refused to ratify a compact to carry out the provisions of
the law enacted by Congress and as authorized by the Legislature of the
State of Arizona to apportion the water of the Colorado River "among the
States." She stands, with reference to the Santa Fe compact, in exactly the
same position as California. The legislature of that State repealed the ap-
proval given the Santa Fe compact in the 1925 session of the legislature of
that State.
The trouble with Mr. Hoover and others is that they object to Arizona fac-

ing facts squarely. They are evidently going on the theory that when one
starts to pluck a goose, one should not take too big a handful lest the goose
squawk too loud. The trouble is that Mr. Hoover and his associates in Cali-
fornia have mistaken Arizona for a goose and have endeavored to pluck too
big a handful, and the vigorous objection of the legislature and the people of
this State have exposed their purposes.

POWER

I presume the "other issues," which Mr. Hoover complains that Arizona has
injected into the controversy, relate to the subject of power. In this connection,.
I direct your attention to a statement of another gentleman (W. F. McClure)
from California who sat in the Santa Fe conference representing that State_
This statement is contained in a letter he addressed to the Governor of the.
State of Nevada on November 28, 1923, and can be found on page 714 of the
Senate hearings of December 17, 1925, on Senate Resolution No. 320, before
the Senate Committee on Irrigation and Reclamation. The statement follows:
"Any attempt on the part of the States in the lower basin to allocate any

power which may be developed, should such power be financed by the Federal_
Government, would also be stoutly opposed by the upper basin States.
"The upper States furnish the water, which fact alone is sufficient to base

the strongest kind of a claim to a fair portion of any power that may be de-
veloped anywhere on the river if such development is financed by Federal
moneys."
The people of Arizona are fully alive to the situation and to the fact that

power was involved in the Santa Fe compact. If you want additional testi-
mony to that contained in the letter of Mr. W. F. McClure, the California
commissioner at Santa Fe, you will find it in the testimony of Hon. Delph,
Carpenter, who has intelligently, competently, and honestly endeavored, in
my judgment, to arrive at an equitable solution of the existing controversy
as far as the interests of his State would permit.
Mr. Carpenter's statement will be found at the bottom of page 127 of the

hearings before a Subcommittee on Appropriations of the United States Senate,
the Sixty-ninth Congress, first session, H. R. 2907.
In reply to a question from Senator McKellar, Mr. Carpenter testified as

follows:
"Senator MCKELLAR. Do you undertake to settle power rights, as to power

distribution, as between the States to make an equitable distribution, as well
as the use of water for irrigation purposes?
"Mr. CARPENTER. Yes, Senator; in this. We do not attempt to deal with'

the allocation of the power, but we deal with the use of the water by which,
the power would be generated. Our compact or interstate treaty, now ap-
proved by six of the States and awaiting approval by Arizona, allocates the
water for all beneficial uses, which, of course, includes power.
The question of power, to which I assume Mr. Hoover objects to Arizona

insisting upon discussing with reference to a compact in the "lower basin,"
is of tremendous importance to the State of Arizona because when it is fully
developed it will represent a value that has been conservatively estimated as,
being capable of being capitalized at over a billion dollars.
Under the plan of development advocated by Mr. Hoover, of California, and'

proposals advanced by other California agencies, Arizona would be able toD
derive but little revenue from this tremendous resource, 85 per cent of which.
Is within the State.

If California irrigation, construction, and maintenance is to be financed by
power, why limit it to that developed in Arizona and Nevada at Boulder
Canyon? Why not let the upper basin contribute to the cost also instead
of letting those States, through cheap rates or taxes, enjoy all, the benefits

S R-69-1—vol 2---39
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that will be derived from power production within the upper basin? Why
charge it all to Arizona?

WATER FOR CALIFORNIA

Aside from this phase of Mr. Hoover's testimony, his statement that "Ari-
zona is adequately protected by the Colorado River compact" in the allocation
of water is equally false as is attested by the fact that the proposal sub-
mitted to Arizona by the legislative committee representing the State of
California proposed to divide the water of the Colorado River, allocated to
the lower basin by the compact, on the basis of three parts for California to
one part for Arizona, and the further fact that California now has filings on
record asking for more water than is allocated to the lower basin under the
terms of the Santa Fe compact.
Arizona comprises 43 per cent of the drainage area of the Colorado River

Basin, as against 2 per cent of California, or, to use figures, Arizona has
a drainage area of 113,000 square miles, as against 6,000 square miles of Cali-
fornia in the Colorado River Basin.

Arizona contributes more water to the Colorado River system than any
other State with the exception of Colorado. California contributes no water
to the Colorado River system.

If the State of Arizona had been so unwise as to ratify the Colorado River
compact and then had been compelled to accept a proposal similar to that
made by the California legislative committee, there would be practically no
water left for use in the State of Arizona.

IS MR. HOOVER A COMPETENT WITNESS?

Considerable importance Ls being given to the testimony of Mr. Hoover,
and it is rather important to know just how much value should be attached
to his testimony in order to give it due weight.
There seems to be an inclination in some quarters to accept a statement

from Mr. Hoover as being as immutable as the laws of the Medes and the
Persians, and as deserving of reverence as the laws of Moses and the words
of Holy Writ. I can not accept this theory.
Mr. Hoover's testimony must be judged upon his standing as an engineer

and as a statesman.
What is his record as an engineer?
I have not had time to study his accomplishments as an engineer in detail,

but I find on page 1618 of the Congressional Record of January 13. 1926,
certain statements that purport to define Mr. Hoover's record as an engineer.

It would appear from such information that Mr. Hoover's reputation as a
great engineer must be accepted to a great extent on the basis of his press
agents' propaganda.

IS MR. HOOVER'S TESTIMONY RELIABLE?

Mr. Hoover has appeared several times before committees of Congress to
testimony concerning Colorado River problems. The question occurs as to the
reliability of his testimony.
In the Congressional Record of June 30, 1923, Mr. Hoover is quoted as

declaring that there were 5,000,000 acre-feet of water in the Colorado River
'system over and above the 16,000,000 acre-feet allocated by the compact yet
to be divided. I ask you gentlemen to compare this testimony with the testi-
mony of engineers who kn-ow something about the adequacy of the water
supply of the Colorado River, such engineers as Stabler, who testified it is
unsafe to depend upon more than 12,000,000 acre-feet of water a year for
irrigation above Laguna Dam; LaRue, who estimates the reconstructed flow
of the river at Lee Ferry at 16,600,000 acre-feet; Kelly, and others. California
representatives state that they do net accept the statement that there is a
surplus of 5,000.000 acre-feet of water available above the compact appor-
tionment.
Mr. Hoover also implies that there is adequate water in the Colorado River

for all the States concerned. Again, I refer you to the testimony of the same
engineers as to the accuracy of his testimony.
The conflict over the division of the water of the Colorado River revolves

around the fact that there is not sufficient water available to irrigate lands
economically feasible .and susceptible of irrigation in the United States.
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Arizona is not willing to accept Mr. Hoover as an unbiased arbitrator,
nor are we willing to rest our case upon his competency as an engineer.
I am not going to attempt to comment upon his statesmanship. You gentle-

men are more familkar with it than I.

THE BOULDER CANYON DAM SITE

The Boulder Canyon darn site, which Mr. Hoover and other eminent Cali-
fornia citizens are endeavoring to foist upon the people of the United States
and to utilize to despoil the State of Arizona, merits some discussion.
Mr. Hoover has never seen the Colorado River dam sites. Mr. Hoover and

the proponents of the Boulder darn site have abandoned that site and lave
moved 39 miles down the river to what is now designated as "Black Canyon
dam site."

It was found that the depth to bedrock at Boulder Canyon was 158 feet,
while the depth to bedrock of Black Canyon is 125 feet.
According to the testimony of Engineers Clark and Goethals, the Boulder

Canyon and Black Canyon dam sites are in an earthquake zone, and there
is testimony in the hearings of one of the witnesses who was present during
an earthquake.

It is also well known that the Black Canyon and Boulder Canyon sites are
located in what is recognized by geologists as one of the greatest " fault "
sections in the United States.
Numerous witnesses have testified as to the existence of tremendous veins

of volcanic salt in what would constitute the reservoir in the event of the
Boulder Canyon dam or the Black Canyon dam should be built. Anyone
who has ever drunk water from the Colorado River knows that the percentage
of salt contained in that water is excessive.
Engineers have testified as to the enormous loss of water which will occur

from evaporation which would result from the construction of a dam at or
near Boulder Canyon.
Engineers have testified that 400,000 horsepower of hydroelectric energy

will be destroyed if a darn is constructed at or near Boulder Canyon.
Your attention is directed to the flat declaration of an engineer of the United

States Geological Survey, who declared:
"If you want to irrigate a million acres of land in Mexico and dedicate a

million acres of land to the desert in the United States, go ahead and build
Boulder Canyon Dam."

It is true these Mexican lands are owned by citizens of the same State as
that represented by Mr. Hoover.
You will find in the testimony on the Boulder Canyon Dam bill the evidence

that the construction of a dam at Black Canyon would submerge gold-bearing
gravels capable of producing $64,000,000.
You will find in the testimony of Mr. Clark, a California engineer, that

the proposed location of the Black Canyon Dam is on a basalt base which has
a tendency to split even when not under stress.
Upon examination of the evidence you will find the testimony of Government

engineers is almost unanimous against the construction of a darn at Black
Canyon. It is true that two engineers, who were discharged from the service
of the United States Reclamation Bureau, have been very strenuous in their
testimony in favor of the Black Canyon Dam site. I shall have something
to say later concerning the testimony of one of them, and comment upon his
reliability and accuracy.
What is there to be accomplished by building a dam at Boulder or Black

Canyon that can be accomplished so successfully there and at no other place
on the river?
The only conditions which a dam at Boulder Canyon assure which can not

be accomplished more effectively, efficiently, and economically elsewhere on
the river are:

1. Availability of adequate water to irrigate 1,000,000 acres of land for Mr.
Harry Chandler and his associates in Mexico.

2. The dedication to the desert forever of an acre of land in the United
States (this means in Arizona) for every acre irrigated in Mexico.

3. All the water than can be utilized in California, although the water for

the coastal-plain cities will be obtained at an unnecessarily heavy expense be-

cause of the proposal to pump it to an altitude of 1,200 feet above the river.

4. The permanent loss of 400,000 horsepower of hydroelectric energy or the
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alternative of putting in the junk heap millions of dollars' worth of property
which would be created by the construction of a dam and power plant as
contemplated at or near Boulder Canyon.

5. Placing a limit on the amount of land which can be irrigated in Arizona
by gravity, so that none of the water which the upper basin States agree to
deliver to the States of the lower basin at Lee Ferry under the terms of the
Colorado River compact could ever be available for use by gravity in the
State of Arizona.
in addition to the economic crime which it is proposed to have the Federal

Government perpetrate at Boulder or Black Canyon, it is interesting to note
the efforts of California politicians to foist the cost of the benefits that Cali-
fornia seeks upon the States of Arizona and Nevada and over the vigorous
protests of this State.

It is also interesting to note that the suggestion for an amendment to the
proposed bill offered by Mr. Squires, as representative of the State of Nevada,
was brusquely brushed aside by the Secretary of the Interior when Mr.
Squires suggested the amendment that a tri-State agreement be first negotiated
in conformity with the law passed by Congress before development be under-
taken.

ALL-AMERICAN CANAL

Long and loud have been the plaintiff pleas emanating from the Imperial
Valley for protection from floods. It is interesting to note, however, that
those who have been appointed to represent the State of California, and who
are endeavoring to speak for the Imperial Valley and for California in their
negotiations with representatives of this State, assert that it is not floods they
fear in the Imperial Valley but drought.
In 1924, the testimony shows, for 72 consecutive days the entire supply of

water of the Colorado River was diverted for use in the Imperial Valley, and
the farmers there are reported to have had less than half enough to meet their
needs. In fact, there has been an inadequate water supply the past three years.
It is reported that 100,000 acres of additional land have been put in cultivation
in Mexico this year, and that the water necessary for this land will come out
of the available normal supply of the river as a result of the contract made
with Mexico by the Imperial Valley irrigation district, making a still further
shortage for that valley.
The State of Arizona has no quarrel with the Imperial Valley over the con-

struction of the all-American canal in California. I think the majority of the
people of this State are in favor of the construction of that canal, but we do
not want to pay for it. We want it understood that it is going to stand upon
is own merits so far as we are concerned, and that with a regulated water
supply it represents an increase in California land values of $150,000,000 for
the Imperial Valley.
We object to the dissembling propaganda that it is needed to secure home-

steads for ex-service men, when we know that if every available acre of the
unappropriated public domain in the Imperial Valley were assigned as home-
steads to ex-service men, only 1,250 veterans would be able to secure a home-
stead.
We also want it understood that we know that only one-third of those owning

land in the Imperial Valley live there, and that less than that number farm
the soil they own. We want it recognized definitely that the all-American
canal is is a huge, speculative venture for the enhancement of the value of
California lands of which 47,300 acres are owned by the Southern Pacific
Railroad.
You, of course, understand the anxiety of the people of Arizona to protect

the interests of this State, and when we see the greedy paw of the California
bear reaching out to pilfer and plunder the resource in the honey tree of
Arizona we can not be censured if an anxious patriot meets the bear halfway
and gives it a rap on its sinister snout—the vigor of our language, I think, can
be understood under the circumstances.

IS CALIFORNIA JUSTIFIED IN DEMANDING AN UNFAIR APPORTIONMENT OF THE WATER

OF THE COLORADO RIVER?

The representatives of California in justification of their attitude in demand-
ing an unfair apportionment of the water of the Colorado River and the cor trol
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of power that does not belong to them, assert that their reason for so doing is
that it is needed to contribute to the growth and prosperity of the State of Cali-
fornia. If this is so, why does California not develop her own unused
12,000,000 acres and 9,000,000 horsepower of electrical power?
The allegation is made that Arizona can not use these resources.
What natural or economic law or what mandate from the Almighty is there

that makes it imperative that southern California should grow at the expense
of Arizona?
If there is not enough water for both States, which State should be denied—

the one that constitutes 43 per cent of the river basin or the one which com-
prises 2 per cent? The State which puts the second largest amount of water
into the system or the State which contributes none of the water?
We are curious to know what special arrangements with the Deity the Cali-

fornia politicians have which gives them information that California is going

to continue to grow and that Arizona is going to remain stationary and unztble
to use her own resources. Of course, if they get away with their Swing-
Johnson and Mexican schemes, it makes it certain that Arizona will not grow

very much.
It is true California now has a greater population than Arizona at this time,

but it obtained nearly all of its population in the last 40 years.
Arizona showed a greater percentage of growth in population between 1910

and 1920 than any other State, and we are just beginning to grow.

We are still growing more rapidly in proportion to population than any other

State with the exception of Florida.
Population shifts with opportunity.
What is it that makes a State? Natural resources plus climatic conditions,

plus energy, intelligence, and the resourcefulness of her people.
Are the natural resources of southern California greater than those of

Arizona? No.
Is the climate of southern California superior to that of Arizona? No.

It would ill behoove me to compare the intelligence, industry, and resource-

fulness of the people of the two States.
Is there any merit in the contention that California is entitled to the water

and power of the Colorado River because she asserts she needs it? One hun-

dred miles south of the Salt River Valley in Arizona (less than one-half the

distance Boulder Canyon power would have to be transmitted to reach Los

Angeles) lies a splendid harbor, where the ships of the world may anchor and

transport our copper, cotton, cattle, wool, and the produce of our farmers and

our forests.
This harbor is the property of the Republic of Mexico. I wonder if the same

plausible sophistry of the California politicians would be sufficient to justify

Arizona in asking that this harbor be obtained from Mexico for Arizona be-

cause Mexico does not need it and can not use it now, while we might.

EXPERT WITNESSES

The people of Arizona are able to weigh the evidence of expert witnesses. In

fact, we have our own opinion of expert witnesses. California has a reputation

with reference to expert witnesses. It was a Californian in a famous murder

trial, testifying as an expert witness, who invented the disease "Dementia

Americana" to free a murderer. Of course he. did it for pay.

Numerous expert witnesses have testified concerning the development of the

Colorado River and particularly concerning the proposed Boulder Canyon Dam.

I want to discuss for just a few moments the evidence submitted by one of

them. Mr. F. E. Weymouth testified very vigorously against the State of

Arizona and very belligerently in favor of Boulder Canyon. In fact, he became

so enthusiastically in favor of his plan for the development of the river and

so unfair in his testimony that he discredited his own evidence. And the

testimony of many of the other expert witnesses for California, when measured

by the same tests as that applied to Mr. Weymouth's evidence, will prove it

to be equally as accurate and authentic.
Mr. Weymouth put into the testimony before the Senate Committee on

Irrigation and Reclamation, two tables which will be found on page 813

of the Senate hearings on December 22, 1925. These tables purport to be a

comparison of the LaRue and Weymouth plans for irrigation of lands in the

lower basin. A table in Senate Document No. 142, which is known as the
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Fall-Davis report, which Mr. Weymouth also helped to prepare, states thatthe maximum number of acres of land that can be economically and feasiblyirrigated in the State of Arizona from the Colorado River is 279,000 acres.
The Arizona Engineering Commission, of which Mr. E. C. LaRue, of theUnited States Geological Survey, was chairman, suggested that in additionto these 279,000 acres it was possible to irrigate some 700,000 additional acresof land in what he designated as the Parker-Gila project.
In the comparative plan submitted by Mr. Weymouth in the Senate hear-ings he includes in his own plan the 702,000 acres of the Parker-Gila projectand leaves it out of the LaRue plan in order to show that the Weymouth plan

will irrigate approximately 700,000 more acres than the LaRue plan.
I leave it to you to find the proper words to characterize such testimony.
The Mulholland plan for lifting water by pump 1,200 feet in order to bring

to Los Angeles some 1,500 second-feet of water when submitted to the sametests as to the cost of power for pumping in comparison with the interests oncapital investment for a tunnel to bring the water to Los Angeles by gravityalso indicates that the factor of the capitalized value of the perpetual useof 200,000 horsepower of electrical energy for power is eliminated in thefigures put forth for the edification and enticement of the citizens of California,according to the statements of a United States Government engineer.
We think it rather strange in Arizona that Government engineers, with theexception of those who have been discharged from the Reclamation Service,are nearly all on record as testifying against the Boulder Canyon project.It is strange also that private capital seeking opportunity to invest in thedevelopment of the Colorado River, in nearly every case, proposes to developelsewhere than at Boulder Canyon.
It is also strange that expert engineering witnesses who were formerly inthe Reclamation Service, who appear to testify from time to time for Californiaand the Boulder Canyon scheme have all been connected with Fall-Davis report'which contained the proposition of irrigating approximately a million acresof land in Mexico.
Arizona resents the attempt to ram through Congress the Swing-Johnson bill.We appreciate the fact that with Mr. Hoover and Mr. Wilbur in the Cabinet,Mr. Mead as Commissioner of Reclamation, and Senator Johnson and Congress-man Swing and Senator Shortridge California wields a powerful influence withthe administration at Washington.
They may succeed in forcing the adoption by Congress of the Boulder Canyonscheme, but if they do the courts of the United States are going to have to passupon its legitimacy.
California representatives are failing to recognize the fact that this is aNation of 48 States, each of which is a sovereign within its own borders, and itwill take a decision of the United States Supreme Court to declare that Arizonahas no sovereignty over the resources which California is endeavoring toappropriate to herself.
I make no predictions as to whether the bill will pass or not, but I ask youto reflect, if speed is desired in the development of the river, why should thisNation have one policy at Muscle Shoals and another on the Colorado River?And again I ask: Was anything ever settled until it was settled right? Didexpediency ever win? Did it win for Los Angeles when it acquired Owen Valleywater? Los Angeles is now beginning to pay for water it secured from OwenValley.
If California wants to grow and prosper, it can only be upon terms of amitywith her sister States. Up to date her representatives have shown little inclina-tion to deal fairly and justly with Arizona. When California gets ready,you will find Arizona ready and waiting to work with her. We would ratherwork with California than fight her, but if fighting is necessary we shall do ourbest to defeat her purposes.

A PLAN OF DEVELOPMENT

I suggest that the economical, feasible, and practical way to develop theColorado River is for the States of Arizona, California, and Nevada to gettogether, compose their differences, and either form a giant power and irriga-tion district, develop the river, and apportion the benefits equitably to eachState, if public instead of private development is preferred. Federal controlwill handicap the States.
Arizona can afford to deal generously with California, and California cannot afford to deal other than equitably with Arizona.
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ARIZONA PROPOSAL FOR DIVISION OF WATER

A committee appointed by me to represent Arizona made a proposition to

California for the division of the water of the Colorado River on the following

basis:
Each State in the basin was to be recognized as having the right to use all

the water it produced that it could use economically and beneficially; that of

the surplus which comes down from the upper basin Nevada was to be given

300,000 acre-feet, which is all she asked for, and the remainder to be divided

50-50 between Arizona and California.
Remember that Arizona has nearly ten times as much drainage area in the

Colorado River Basin as California.
That is more than an equitable division, yet the representatives of California

rejected it.

POWER DISTRICT

In reference to power, the committee representing Arizona proposed the

formation of a power district to comprise the States of Arizona, southern Cali-

fornia, and Nevada to develop and produce electric power. But instead of

remaining home and Noperating and working out a plan, California repre-

sentatives went " hightailing " to Washington, chasing a will-o'-the-wisp be-

cause the Secretary of the Interior changed his mind and recommended the

construction of a dam at Boulder Canyon.

ALLEGED NEGATIVE POLICY

• Attempts have been made in Congress by representatives of California and

others to infer Arizona is causing delay in the development of the river, and

they criticize what they designate as the "negative policy" of this State.

I deny that Arizona's policy has been negative. On the other hand, a very

definite idea as to how the river should be developed has been proposed by this

State. We have a filing on record with the Federal Power Commission for a

permit to build dams at Bridge and Glen Canyons. If we are given a permit

by the Federal Power Commission, we would have no difficulty in building

these dams.
HIGH-LINE CANAL

Another proposal has been advanced by citizens of Arizona who advocate

the construction of a project embracing dams at Glen Canyon and Brid
ge

Canyon, thereby providing for storage and diversion at a point sufficiently

high on the river to permit of the diversion of the water for use on some

3,000,000 acres of available lands in Arizona and the development of a t
re-

mendous amount of hydroelectric power.

WHAT WE HAVE BEEN DOING

I remind you of the fact that Arizona has only been a State for the past

14 years. During this period we have developed a school system second to

none in the United States.
Our university is recognized by the American Association of Universi

ties

as a class A institution, whereas only about one-third of the State universit
ies

have such a high classification.
In the report of the Secretary of Agriculture of the United States Ariz

ona

ranks ahead of 15 other States as to the number of miles of highways const
ructed

up to Federal-aid standards. Competent critics tell us we have the best

gravel-surfaced highways in the United States.
Our university and our roads and our State property are paid for. 

The

State has no outstanding bond issues. We have paid as we have
 gone along.

When the United States Reclamation Service wants to refer to some 
project

to justify its administration, to point to something successful that
 Federal

bureaucracy can claim credit for, you will find that the first project 
it refers

to is the Salt River Valley project in Arizona, which is mana
ged by citizens

of this State; and you will also find the Yuma project in Ariz
ona near the

top of the list.
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A reference to statistics will indicate to you that over 50 per cent of the
co,per produced in the United States comes from Arizona, and we also rank
mear the top of the list in the production of gold and silver.
I do not refer to these things in a spirit of boastfulness, but to indicate that

we have not been wasting our time during the past 15 years since the incubus
of Federal control has been taken from our backs, and that we have carved
ut and built a State out of the 113,000 square miles of territory which con-

Atitute the State of Arizona; that our population has been busy and that we
have made this progress in spite of the fact that we have Participated in a
World War, the records of which will show that Arizona furnished more men
to the American forces in proportion to the per capita of population than any
-other State.

if we have not accomplished all that some critics think that we should, we
invite them to compare their records with what we have accomplished.

These items are also cited for the reason that we wish to direct your atten-
tion to the fact that the citizenship of Arizona is intelligent, self-reliant,
courageous, and is not to be overawed because Mr. Hoover, the Secretary of
Commerce, feels piqued because his proposition which was drafted at Santa Fe
was not accepted without careful scrutiny, and in which serious flaws were
found which affected this State. We are not concerned with Mr. Hoover's
aspirations for (obtaining the backing of California) the Presidency of the
United States and his hope of obtaining the support of the seven States in
the Colorado River Basin in attaining his ambition.

PROPOSED TREATIES

I notice also, from Associated Press reports, that negotiations are being
considered with Mexico leading up to the making of a treaty affecting the
division of the water of the Colorado River. I implore you to be on guard
in connection with any such proposed treaty.
In this connection I direct your attention to the masterful speech made in

the United States Senate by Senator Thomas, of Colorado, in connection with
another treaty negotiated with Mexico, and in which similar questions were
involved in connection with the waters of the Rio Grande River.

I especially refer you to that part of Senator Thomas's great speech in the
:United States Senate on March 23 and 24, 1914, as I anticipate it may accu-
Tately summarize the effect of such a treaty as may be negotiated upon the
welfare of Arizona. Among other things Senator Thomas stated was that—
"The treaty was a consummation of a sordid, shameful, and successful

intrigue conducted in the interest of private parties impelled by greed and
gain, based upon the existence of no legal, political, or moral claim whatever
on the part of the Mexican Government or any of its citizens against this
Government or any of its citizens."

CONCLUSION

In conclusion I again repeat that the State of Arizona has endeavored to
• carry out the provisions of that act of Congress which authorized the nego-
tiations of a compact to apportion the water of the Colorado River "among
the States," and that any delay in carrying out the provisions of this act can
be attributed to one State only—California, which is still delaying meeting
with our representatives.
The present attempt of some of the members of the Cabinet and representa-

tives of California to force through Congress a measure designed for the
benefit of that State and to the detriment of the State of Arizona and which will
contribute materially to the benefit of California owners of lands in a foreign
ration is something that I do not believe the Congress of the United States
will force upon a State that was admitted to the Union presumably upon an
equal footing with all the other States.
I also repeat that if I am in any position to prevent it, and I hope that

I may be, if Congress is so derelict in its duty—so inconsiderate of the rights
of the State of Arizona as to indorse the nefarious scheme that is proposed
:under the terms of the Swing-Johnson bill—that I shall endeavor to have the
-Supreme Court of this Nation pass upon the constitutionality of such work.
I also desire to remind you that California witnesses have declared that

the Pescadero cut may silt up in from 7 to 12 years and cause a flood in
the Imperial Valley. I direct your attention to the fact that the tactics

•
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being pursued by California in connection with this legisl
ation does not tend

to facilitate the early construction of storage works 
on the river, and that

if it were floods that California fears her representative
s would now be nego-

tiating with the representatives of this State and o
f the State of Nevada

instead of lobbying in Washington in an effort to de
spoil the State of Arizona

of her heritage and, if possible, leaving the State o
f Nevada also without

recompense for her resources.
Very respectfully yours,

GEO. W. P. HUNT, Governor.

ARIZONA'S SIDE OF THE QUESTION—THE COLORADO 
RrVER MUST BE CONTROLLED

SOON—WILL IT BE BY THE BOULDER CANYON DA
M OR THE BRIDGE CANYON

DAM?

VIEWS OF MR. RALPH MURPHY, A CITRUS-FRUIT GRO
WER AND HOTEL OPER &TOR OF

PHOENIX, ARIZ.

It has often seemed that, in the plan of things, it w
as laid down that Arizona

should lie hidden until the awakening of the 
more easily developed coastal

region.
The wonderful and unprecedented development o

f the Los Angeles country

is but the stepping stone to the greater develo
pment of Arizona, for Arizona

is the richest State in the Union to-day in undev
eloped resources; but, while

these potential resources are very great, their
 development will take enormous

amounts of money and work. This is the thin
g that has held Arizona back.

In one river alone within Arizona there can b
e developed 5.000,000 horse-

power of electricity, and on the entire rive
r there can be generated six or

seven millions, an amount equal to three-fo
urths of all the electrical power

used to-day in the United States—equal to ove
r one-third of all the electrical

power used in the entire world.

Such an amount of power would create great 
industry and wealth located

anywhere on earth, but when it is consider
ed that this stupendous quantity

of power is to be developed almost in the ce
nter of the great Southwest with

its vast undeveloped resources, the most e
xtravagant imagination is helpless

to picture its meaning.
Arizona is producing to-day nearly 50 per cent o

f all the copper produced

in the United States, 25 per cent of the worl
d's production, and she is about

third in the production of gold and silver, whi
le SO per cent of the asbestos

on this continent is in that State.

The largest uncut pine forest on this contin
ent stands within the borders

of Arizona.
Arizona has a million head of cattle on her hills, 

and a still greater number

of sheep.
There are now being cultivated in the state ha

lf a million acres of the

richest 'agricultural land that lies out of doors
. This is said advisedly; for

when Congress first considered the reclamatio
n movement, the Senate sent

out a committee to investigate the soils of the 
Western States. Regarding

the soil near Phoenix the committee reported, 
"The analysis shows it to be

even richer than the soil in the delta of the Nile."

This soil produces luxurantly a great variety of 
high-priced crops which do

not compete with the products from sections to th
e north and east, such as

winter lettuce, peas, cauliflower, cabbage and early I
rish potatoes, early melons

and early table grapes, long staple cotton and citru
s fruits.

Arizona has several million acres of this fine l
and yet unirrigated, more

than there will ever be water to irrigate. There are some two or three million

acres, however, that it would be possible to irrigat
e from the Colorado, with

the proper development of that river.

Rich as this southwestern corner of the United State
s is in its own resources,

the importance of this district is further emphasized by
 the progress of world

civilization. "Westward the course of empire takes i
ts way "—more definitely

to-day than ever before.
There are only four possible locations for the grea

t Pacific coast city that

is to be: On Puget Sound, at the mouth of the Col
umbia River, facing the

-Golden Gate or at the port of Los Angeles. There will be four great cities,

but Los Angeles will be greater than them all. And this whole region of the

southwest is interested in Los Angeles as its gatewa
y and seaport.
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Her greatness, however, and the greatness of her wonderful back countrydepend on the wise development of the Colorado River. This stream car-ries the life blood of this great empire in the making. It will furnish threegreat elements of prosperity—domestic water, irrigation water, and power
for a large part of this region.
In considering the problem of the development of the Colorado, there isone question which overshadows all others in its importance, by reason ofits international aspect. That is this question: Will Mexico get water toirrigate a million or two acres, or will a like acreage be irrigated within the

United States with that water? Is the Colorado to be developed for Mexico
or for the United States? In considering this phase of the problem, we mustalways keep in mind the position in which the owners of the land in Mexicoin the Colorado delta find themselves. These owners are almost entirely
American land speculators.
There is a vast tract of very rich delta land in Mexico that can be irrigatedfrom the Colorado. Mr. Allison, an engineer who has been in the employ oflarge American owners of Mexican lands, testified before the House commit-tee of Congress, holding hearings in the Swing-Johnson bill, that there areover 1,800,000 acres of land in Mexico that can be irrigated from the Colorado.This land to-day is a desert waste; but if it were irrigated, it would beworth upward of $300 per acre. Suppose these American financiers succeedin irrigating, say a million acres of this land; they will increase the valueof their holdings by $300,000,000 or more—a worthy stake.
These men are skilled in land speculation. They have "cleaned up" mil-lions before at this game and they have plenty of money with which to playthe game to the best advantage.
It is reasonable, therefore, to suppose (and it is unreasonable to supposeotherwise) that there is in the field to-day the strongest kind of propagandaon behalf of anything that will help irrigate these lands and win this prize.Now, what is the crux of this matter? Why is all this scheming and plan-ning necessary? Why is not the Mexican land irrigated to-day? Becausethere are three things necessary, three things that must be done before moreof this Mexican land can be cultivated.
First. The use of water within the United States must be limited so thatthere will be left a surplus of water to go down the river to Mexico, becausethere is not water enough to irrigate all the susceptible land in the UnitedStates and still leave water enough to irrigate the Colorado delta land inMexico. To this end irrigation in the United States, out of the Colorado,must be discouraged as much as possible.
Second. There must be a dam on the river which will regulate the flow ofthe river. As it is now, there are floods in the spring and a drouth in thefall. This dam must be located in the United States because there is noplace for such a dam on Mexican territory.
Third. The right to the use of this water must be made permanent by inter-national treaty.
With these three conditions fulfilled, the Mexican lands can be irrigated inamount up to 2,000,000 acres, governed by the generousness of such fulfillment.The Colorado River compact and the Boulder Dam appear on the face of it,to be a part of the scheme to irrigate these lands in Mexico. Undoubtedly bothplans owe their position before the public to-day to the propaganda behindthe Mexican land scheme.
Now, let us see how perfectly the compact fits into the scheme. The firstaction of the Colorado River compact, its main purpose is as follows:"ART. III. (a) There is hereby apportioned from the Colorado River system,In perpetuity, to the upper basin and the lower basin, respectively, the exclusivebeneficial consumptive use of seven and one-half million acre-feet of water perannum, which shall include—all the water necessary for the supply of anyrights which may now exist.
" (b) In addition to the apportionment in paragraph (a), the lower basinIs hereby given the right to increase its beneficial consumptive use of suchwaters by 1,000,000 acre-feet per annum.
This definitely limits the use of water within the United States to 16,000,000acre-feet per annum and all the excess must go down the river to Mexico.If there is any doubt about this, turn to paragraph (f), Article III, whichremoves all question as to the intention, and provides that no further appro-priations shall be made for 40 years, of water, by either the upper or lower
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basin, which basins include all the land within the United States under the
Colorado River system, as follows:
" (f) Further equitable apportionment of the beneficial uses of the waters

of the Colorado River system, unapportioned by paragraphs, (a), (b), and
(c) may be made in the manner provided in paragraph (g), at any time after
October 1, 1963."
Now, since the average flow of the Colorado River, measured at Laguna Dam

above Yuma, for the last 20 years has been about 16,400,000 acre-feet, it would
look at first blush as though all the water of the river had been apportioned
to lands in the United States; but the compact apportions this water out of
the Colorado River system, which is defined in the compact to include the main
Colorado River and all its tributaries; and there is a large amount of water,
about 8,000,000 acre-feet, that is now being used out of the Colorado River
system which does not get down to the Laguna Dam to be measured. There-
fore there is left to go to Mexico an amount of water equal to all the water
that is now being used in Colorado River Basin, which, it happens, is enough
to irrigate 2,000,000 acres. In this way the compact fulfills the first of the
three necessities for the irrigation of the Mexican lands. Now, as to the regu-
lating dam, the Boulder Dam will fulfill the requirement of the Mexican lands
as no other dam on the river will do.
The Boulder Dam will regulate the flow of the river perfectly, because it

will be used solely for a power dam and the flow through the water wheels
will be constant. The water will be dropped to.the bottom of the river at this
point, which is too low to allow water to be taken from the river by gravity
for the irrigation of more than 280,000 acres in Arizona. But if the dam were
built at the Bridge Canyon site, about 80 miles farther up the river, water
could be diverted to irrigate 2,000,000 or 3,000,000 acres of land in Arizona.
If the Boulder Dam is built as proposed, it will interfere with the Bridge
Canyon Dam and prevent the irrigation by gravity of more than 280,000 acres

of land in, Arizona. This would be of immense advantage to the Mexican lands,

because if all the land in Arizona which might be irrigated from the Colorado

were taken care of there would not be water enough left to irrigate any land

in Mexico.
E. C. La Rue, chief engineer of the western division of the United States

Geological Survey, who has made a close study of the Colorado River for 20

years and knows the river probably better than any other living man, has

called attention to the fact that the Boulder Dam would destroy some of the

• best dam sites on the river. In his testimony before the Senate committee,

La Rue refers to the Boulder Dam as follows:
"The Swing-Johnson bill calls for the construction of a high dam at or near

Boulder Canyon. If a dam were constructed and operated as planned it

would cause an unnecessary waste of water, a loss of 400,000 horsepower, and

cause 100,000 acres of irrigable land to remain in its desert state forever. If

such a dam were built and 600,000 horsepower developed, the low-water flow of

the river would be increased far beyond the present needs for irrigation in the

basin in the United States. This water could be quickly put to beneficial use

in Mexico, and before many years pass about 1,000,000 acres of land would

be under irrigation in that country, which would mean that 1,000,000 acres

of irrigable land in the Colorado River Basin in the United States must

remain a desert. A high dam at Boulder Canyon can not be made to form

a unit of a comprehensive plan of development which will provide for a

maximum use of the waters of the Colorado River."
La Rue suggests the Bridge Canyon project as better and more economical

than the Boulder project and proposed Los Angeles aqueduct. He has recom-

mended that Los Angeles put in the Bridge Canyon Dam and run an aqueduct

down on the Arizona side of the river, siphoning the water under the river

near Topock and taking the water all the way to Los Angeles by gravity. He

also suggests that the part of the aqueduct in Arizona may be used for

irrigation of Arizona lands.
Mr. La Rue is working for Uncle Sam and is not beholden to any private

interest and is not a politician. A competent corps of engineers working for

the State of Arizona has regommended the Bridge Canyon Dam and di
version

for irrigation at this point as feasible. And the opposition to this project

comes principally from engineers who are being paid large salaries to boost

the Boulder Dam, who must favor Boulder Dam to hold to their jobs, so 
we

may make allowances for their statements under the circumstances.
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The third necessity for the successful irrigation of these Mexican lands isthe making of Mexico's right to use the water permanent. The compact couldnot, of course, technically, apportion water to Mexico, because that is aninternational matter to be effected by international treaty, but it may lay avery advantageous foundation for such a treaty.
"Here is the provision in Article III (c) : If, as a matter of internationalcomity, the United States of American shall hereafter recognize in the UnitedStates of Mexico any right to the use of any waters of the Colorado Riversystem, such water shall be supplied first from the waters which are surplusover and above the aggregate of the quantities specified in paragraphs ( a )and (b), and if such surplus shall prove insufficient for the purpose, then theburden of such deficiency shall be borne equally by the upper basin and thelower basin."
It is interesting to note that while, technically, the compact does not appor-tion water to Mexico, it practically does so and that the language of the com-post refers to its provision regarding water for Mexico, as an "apportion-ment," which must never be disturbed by "further equitable apportionment"in the United States above the 16,000,000 acre-feet.
Suppose, now, that the Boulder Dam is built and the compact ratified; thedam would regulate the flow of the river and Mexico would use the water tobuild an agricultural community below the line; then later a treaty wouldbe negotiated with Mexico. Is it likely that such a treaty would take awayone drop of water that Mexicd was then using? Of course not!Therefore, the only way to prevent the irrigation of this land in Mexico isto use all of the flow of the river before Mexico puts it to use.The greatest menace in all this is the certainty that, if this Mexican landshould be irrigated, there would spring up an Asiatic colony at our very door,over which Uncle Sam would have no control and which would compete veryseriously with the farmers of southern California and Arizona, and whichwould be a constant international menace.
This idea is scouted by the proponents of the compact-Mexican land schemebut you may answer it for yourself. Whom will we look to, to prevent thesettlement of this land by Chinese and Japanese? The only parties that couldprevent it would be the Asiatics themselves, or the Mexicans, or the presentland owners.
The Asiatics themselves would be glad to farm this land, no doubt of that.And the Mexicans are not averse to Asiatics, especially Japanese. In factthere has recently been a treaty ratified between Mexico and Japan whereinthe .Japanese are invited to come to Mexico, own and lease land, intermarryand become citizens.
As to any likelihood of the present owners of this land being dependedon to prevent the settlement of Asiatics, please read the testimony of Mr.Chandler before the House committee holding hearings on the Swing-Johnsonbill whose company owns 823,000 acres of this land.This Asiatic menace, together with the fact that if additional land inMexico is irrigated a like acreage in Arizona will be condemned to the desertforever, makes the defeat of the Colorado River compact-Mexican land schemedoubly important to Arizona.
As to the matter of water for the upper basin, there would be no objectionto the upper basin using all the water they can put to beneficial use withinthe Colorado River basin, if the lower basin could appropriate the unusedbalance, but according to the terms of the compact, the lower basin can notappropriate the water " apportioned " to the upper basin even if the upperbasin fails to use it, but this unused water must be let flow down to Mexico.Take out this vicious provision and the provision limiting of the use of waterin the United States, and the compact would contain very little that would beobjectionable.
There is another feature of the result of the building of the Boulder Damthat Arizona looks upon with apprehension and one toward which we cannot understand the attitude of Los Angeles.About the time the Fall-Davis report came out there appeared in one ofthe California papers a full-page article on the great seaport that was to beon the Gulf of California. (The Fall-Davis report " suggested " that 40 percent of the water of the Colorado River should go to Mexico. And it hasbeen announced by the secretary of the Boulder Dam Association that it isthe purpose of the association to put into effect the provisions of the Fall-Davis report.
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Now, if the Boulder Dam is built, the millio
n acres or more which will be

cultivated just back of the gulf will create 
a great seaport to which much of the

Los Angeles back country will be tributary.

It would be an easy grade, with no moun
tains to cross, from north of

Coachella Valley through Imperial Valley
 right down to the new port.

From the Yuma Valley and Palo Verde Va
lley, and from all central and

southern Arizona it would be the same. 
This new port would be nearer all

these points than the port of Los Angel
es, with no mountains to cross.

Freight flows down hill like water, and to
 the nearest port; this new port

would infallibly drain the life blood of the
 port of Los Angeles. Moreover.

this effect will be greater and increase fa
ster as the years go by, for Los

Angeles will be more and more depe
ndent on this back country that is hers

to-day.
The Boulder Dam is a hangman's noose ar

ound the neck of Los Angeles, and

her own hand is knotting the rope.

But what can Los Angeles do, you ask. 
She can do this. She can join

her sister and friend, Arizona, bone of he
r bone, flesh of her flesh, whose inter-

ests are one with her interests. She can join in the building of the Brid
ge

Canyon Dam, and thereby she can get
 all the power she needs, all the water

she needs, everything she could get thro
ugh the building of the Boulder Dam.

She will get these things cheaper and
 not be forever burdened with a coloss

al

annual pumping cost; and at the same
 time she can cause to be cultivated a

million or two acres of land in Arizona
, which will raise products to feed Los

Angeles and her port, and not to sup
port a rival and an enemy of Uncle

Sam's interests.
The witnesses representing the Imper

ial Valley before the Senate committee

pleaded for the construction of the 
all-American canal in the Imperial Val

ley

on the ground that it would prevent fu
rther cultivation of land in Mexico.

Mr. Childers, attorney of the Imper
ial Valley irrigation district, said that

something must be done to prevent fu
rther cultivation of land in Mexico, that

every additional acre of land put in 
cultivation in Mexico meant another 

acre

in the United States consigned to the de
sert.

The all-American canal is a meritor
ious project. It is most important from

the standpoint of the Imperial Val
ley and also from the standpoint of int

erna-

tional relations.
But when the all-American canal in t

he Imperial Valley is built and when it

takes all the water it will be capabl
e of taking, there will still be a su

rplus

left to go to Mexico, if the Boulder 
Dam is built; and that surplus will ca

ll for

another all-American canal, an all-
American canal for Arizona, to be bui

lt to

use this surplus water on American 
soil in Arizona. This Arizona all-American

canal is a project with just as muc
h merit, it is just as patriotic, and j

ust as

important to the Nation as the all-A
merican canal for the Imperial Valley.

It is folly beyond words to express 
to build the Boulder Dam, thereby re

gu-

lating the flow of the river and givi
ng Mexico a chance to acquire the 

use of

the water, before a project is provide
d to use the water on American 

soil.

LETTER OF HON. GEORGE W. P. HUNT, 
GOVI7RNOR OF ARIZONA

EXECUTIVE OFFICE, STATE HOUSE,

Phoenix, Ariz., February 3, 1926.

Hon. HENRY F. AsrrunsT,
United States Senate, Washington, D

. C.

MY DEAR SENATOR: I have just c
ompleted reading the testimony 

of the

various witnesses, who appeared before the Committee on Irriga
tion and

Reclamation of the United States Sena
te, in connection with the prob

lems of

the Colorado River Basin States 
and how these States may be af

fected by

the development of the Colorado 
River.

I was impressed with the testimony
 of the representatives of the uppe

r-basin

States and with their frankness in 
discussing their desire and• inten

tion to

utilize every means at their comm
and to conserve and protect their 

right to

use the water that falls within t
heir borders, to irrigate every ac

re of land

that it is feasible and practical to
 irrigate in those States—although,

 as stated

by Mr. Delph Carpenter, of Colo
rado: "It may be a century and

 a half or

from 50 to 100 years anyhow" bef
ore they can utilize all of the wate

r they are
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asking to have reserved for their use under the provisions of the Santa Fecompact.
I do not propose to quarrel with any of the States in their endeavors tohave their future protected, especially in the light of the evidence of un-warranted molestation, harassment, and interference in their developmentwhich the upper-basin States appear to have suffered from the action ofFederal officials.
I was also impressed with the testimony of some of the upper-basin officialsin stating that Arizona was not to be censured for failing to ratify theSanta Fe compact and for taking time to ascertain her potentialities. And Iwas particularly impressed with the statement of Mr. Carpenter that Arizonawas justified in her attitude, and I also appreciated the address of GovernorDern of Utah.
On the other hand, I fail to understand the objections offered by some of theupper-basin representatives to the construction of Coolidge Dam and the ful-fillment by the Federal Government of its responsibilities to the Indians onthe San Carlos Indian Reservation. The Indians on that reservation havewater rights antedating the advent of the white man to America. Their landshave been dired up by water users on the stream above them.Under the law as defined by the United States Supreme Court in the Wyom-ing v. Colorado case the water users on the stream below, in spite of priorityof use, must satisfy their needs from surplus water. Consequently under ex-isting circumstances it is the duty of the United States Government to takecare of the Indians' needs by providing storage on the Gila. In taking careof these needs and in building the project, if the cost can be reduced by add-ing some additional acreage of lands that are in the hands of white settlers(a considerable portion of which have water rights attached), the Governmentis the gainer; no one's water rights are impaired and the flood menace to theImperial Valley in California is considerably reduced. Consequently oppo-sition to the Coolidge project, as evidenced by some of the representatives ofthe upper-basin States, can not be judged in any other light, in my opinion,than as an attempted coercion of Arizona and a reprisal for her failure toratify a compact which would destroy her, particularly where the projectunder consideration can not affect the complaining States in the upper basinin any manner.
As a matter of fact, the only States interested in the Gila are New Mexicoand Arizona, from the viewpoint of water users. California is interested inhaving flood menace removed.
I say this because Wyoming, Colorado, Utah. and Nevada contribute nothingto and can use none of the water on the Gila. The legal point of diversionfor California, made under contract with the United States Reclamation Serv-ice, is for diversion at Laguna Dam, which is a considerable distance abovethe mouth of the Gila River. The present point of diversion for the ImperialValley at Hanlons Heading is only permitted by stipulation in injunctionproceedings in the courts.
I really can not follow the testimony of the Federal officials. After reviewingthe testimony of Secretaries Weeks, Wallace, and Work and Engineers Kelly,Merrill, LaRue, and Stabler, I can not understand Mr. Work's complete changeof attitude. The people of Arizona evidently can not depend on the finalityof the judgment of Federal officials if, like a railroad time-table, they aresubject to change without notice.
But the testimony in the hearings that made the deepest impression upon mewas the serenely unconscious, yet patronizing and arrogant, attitude adoptedby Representatives of the State of California.Senator Hiram Johnson with a wave of his hand brushed aside evidencesubmitted by citizens of the State of Arizona by saying he would "predicatenothing upon some of the testimony of the citizens of the State of Arizona."I can not understand the horror expressed by Senator Shortridge at the ideaof Arizona wanting half the surplus water that comes from the upper-basinStates and the water of her own streams.
We have no irrigation or power possibilities outside of the Colorado Riverand its tributary, because Arizona is wholly within the Colorado River drainagearea—constituting 43 per cent of the basin—while only a small portion ofCalifornia depends on this river, California having over 18,000,000 acres ofland which can be irrigated and 9,000,000 horsepower which can be developedfrom other streams in that State.
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California, which only comprises 21/2 per cent of the Colorado River drainage
area, wants 37 per cent of the water and control of the majority of the power.
But the distinguished senior Senator, by his attitude during the hearings

and by his statements, seems to hold views—which seems to be typical of
southern California--which might be defined as "What is yours belongs to
me and what is mine is my own."
The most naive, patronizing, and unconsciously humorous statement in the

whole hearings, in my judgment, was made by Mr. Childers, of California, when
he declared "California will not only deal fairly but generously with Ari-
zona."
The irony of this can be appreciated when it is understood that California,

to all intents and purposes, does not contribute any water to the Colorado

River, and that all of the water she will use, with the exception of about 200,000

acre-feet, will be used outside of the drainage area, and that 90 per cent of

the power that California wants to use will be produced in the State of

Arizona.
The repeated statements of representatives of California and their dis-

tinguished Sena tors are ample to justify the belief that California intends to

leave Arizona nothing in the Colorado River if it can possibly be obtained for

California's use, and that no recompense will be made to Arizona for the use

of her resources if these resources can be obtained by some subterfuge without

cost to California. Even the provisions which were written into the enabling

act to prevent the resources of the State passing into the hands of the Power

Trust are used by representatives of California as an argument that Arizona

forfeited them—apparently in their opinion—for the benefit of California.

But the most interesting factor of the California position is the endeavor

to use the United States Government to despoil Arizona and to use United

States Government money to build a power dam located in two other States,

the Government to be repaid from power generated in these two other States,

and California lands to be furnished a canal, flood control, and municipal water

at the expense of these two other States.
If California can satisfy the five other States in the basin by agreeing to

a six-State compact in order to get what she wants, the testimony of her rep-

resentatives indicates she would do so. But I can not understand the willing-

ness of the other States to accept such a proposition at the expense of Arizona.

However, let us have no illusions about the matter, but face the issue

squarely.
A compact was drawn at Santa Fe, N. Mex., which protected the upper basin

States. Arizona will offer no objection to protecting the upper basin States.

The representatives of the upper basin States have repeatedly stated that

they did not fear Arizona's development.

But, in order to get protection for themselves, some of them appear willin
g

to barter with California through a six-State compact to enable that State

to have the Federal Government construct a dam so low on the river as
 to

absolutely condemn large areas of Arizona to remain a desert, give Califor-

nia all the water she can use, an,d permit the remainder of the water to cul
ti-

vate lands in Mexico owned by other California citizens. The real gall
 in the

proposal is that Arizona and Nevada power is to pay for the cost of giv
ing

all this to California under their plan.

We have no illusions as ko the general attitude of southern Califo
rnia

cities in this matter. Los Angeles plundered Inyo County, Calif., for th
e bene-

fit of that city. She met with some criticism at home for so doing, but she

would not hesitate to despoil the State of Arizona.

Los Angeles is not through yet paying for the plundering of Inyo County
,

Calif. The good citizens of that county, led by their bankers and leadi
ng

business men, found it necessary to dynamite the Los Angeles aqueduct a
nd

turn the water loose for use in their county; and they are organize
d and

still continuing the fight.
I am reminded in this connection that Germany plundered France 

and

took Alsace and Lorraine and built an industrial empire. But when the

same process was tried on Belgium, it resulted not only in 
Belgium being

left intact but in Alsace and Lorraine being returned to France
; and, in addi-

tion, the German people will pay for generations to come for 
the greed and

rapacity of her statesmen.
Los Angeles and California, with their wealth and arrogan

ce, their news-

papers, propaganda agencies, their distinguished Representativ
es and Sena-

tors, Commissioner of Reclamation Mead, the powerful influenc
e of the Cali-
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fornian, Hoover, in the Cabinet, and the cooperation of Secretary Work, ofthe Department of the Interior, may succeed in inducing the United Statesand the other States in the basin to join in the rapine of Arizona, using theguise, as expressed by one of the citizens of this State, of the "sheep of flgodprotection to cover up the wolf of power and water greed." But it will neverbe with Arizona's legal consent, and if I am in position to have anything tosay in the matter—which I hope I may be—it will be over Arizona's physicalprotest.
Arizona may be ravaged, but like Germany's experience, the profits from.thelooting, which may accrue to California, may not be as profitable as she hopes.But there are times when I feel that possibly California should not be tooharshly censured. When I read the reports and speeches made before civicorganizations, by men who have been honored by the State of Arizona inpositions of high trust and responsibility, and those who have made fortunesout of her resources, seeking to justify the confiscation of the resources ofthis State, and approving the proposal recently made by the Secretary of theInterior that Arizona's rights be seized; that over a hundred million dollarsof United States money be invested partly within the territory of Arizona forthe benefit of California, the people of Arizona denied any benefit from herresources—that it is proposed to have the Government take—unless Arizonaaccepts an agreement that she knows spells her ruin, I sometimes feel thatthe attitude of some of the representatives of California does not seem quiteso preposterous.
The idea which has recently been uttered that "Arizona must be at thetable when the reclamation prunes—the most famous southern Californiaproduct—are passed, if she wants to get any," will never be accepted, in myjudgment, as the spirit of the people of Arizona.
I think when you said that, "Arizona spurns all bribes and wears no chains,"you stated the situation exactly. Had it not been for policies which, underthe circumstances, were almost criminal misfeasance on the part of the re-sponsible officials of Arizona when the compact was negotiated, Arizona wouldnot now be fighting the character of battle she is. And to find those whowere responsible for present conditions, still willing to see her stripped, must,indeed, be encouraging to -California.
I was further impressed in reading the testimony by the announcement ofthe doctrine that the unappropriated waters in Western States are the prop-erty of the Federal Government. These pernicious theories of law advancedby the Department of Justice of the United States and Mr. Eggleston cannever be accepted by the State of Arizona, and I do not believe will ever beaccepted by any of the States in the Colorado River Basin, unless it be bythe State of California, which contributes nothing to the basin but desires toseize the greater part of its resources.
Senator Johnson last month stated that if the Government would giveCalifornia permission to invade Arizona and Nevada, they would develop aportion of the Colorado River without cost to the National Government. Imade a similar offer (with the exception that we did not ask to invade anyother State) before the Federal Power Commission in September, 1923.Arizona can finance this work without issuing State bonds by selling power,as the Salt River Valley water users do at Mormon Flat and Horse Mesa,recent dam constructions.
The State of Arizona has on file with the Federal Power Commission arequest for a permit to erect a dam at Bridge Canyon, a site wholly withinthe State of Arizona. This site has been declared by an engineer of theUnited States Geological Survey and other competent engineers as one ofthe best power sites on the Colorado River. If the permit is granted toArizona, I do not feel that it will be necessary to ask the Federal Govern-ment for any money or any Federal bond issue to make power available •to anyone who cares to buy it.
It might also be pertinent to remark at this point that if the Federal Gov-ernment will relinquish to Arizona the public, lands and forests in this State,as was done with other States, so that all of the resources within the borders.of this State may be available for the development of the State, it will notbe necessary, in my judgment, to ask the taxpayers in other States to con-tribute to the development of the Colorado River or of the State of Arizona.We will be able to undertake the financing of the Colorado River develop-ment, and we will not ask permission to invade the rights of any otherState in doing so.
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I have been on record, as Governor of the State of Arizona, since October,
1923. in trying to arrive at an agreement between the States of California
and Nevada concerning the Colorado River. On November 1, 1923, and on
November 22, 1923, the Governor of California declined to enter any such
negotiations. Negotiations, however, are now pending between a committee
appointed by me and committees of the States of Californin. and Nevada.
The calling of the next conference is subject to a date being fixed by the
California committee.
I offer these few observations on the testimony submitted in the Senate

hearings. I do not think the language is too strong in the light of develop-
ments on the Swing-Johnson bill. The proposal of Secretary Work, which
I believe is the Hoover-California plan, has caused me to become "het lip"
on this matter.

Very sincerely yours,
GEo. W. P. HUNT, Governor.

S R-69-1--vol 2-40



HEARINGS

MONDAY, NOVEMBER 2, 1925

UNITED STATES SENATE,

THE COMMITTEE ON IRRIGATION AND RECLAMATION,
Phoenix, Aria.

The committee met, pursuant to adjournment, at 10 o'clock a. m.,
in the senate chamber, statehouse, Senator Charles L. McNary pre-
siding.
Present: Senators McNary (chairman), Jones of Washington,

Phipps, Kendrick, Pittman, Oddie, Shortridge, Dill, Johnson, and
Ashurst.
The CHAIRMAN. The first witness is Mr. H. S. McCluskey, secre-

tary to the governor.

STATEMENT OF H. S. McCLIJSKEY, SECRETARY TO THE
GOVERNOR OF ARIZONA

Mr. MCCLUSKEY. Mr. Chairman and gentlemen of the committee,
Arizona has been a State for about 12 years. During that time we
have had to fight a World War. We have had to solve many internal
problems, and we did not have the time nor the money nor the oppor-
tunity to be furnished with all the surveys, the data, and information
necessary to. outline any comprehensive plan of development in the
State, and it has only been since the war that we have gotten down
to that proposition.
We have followed the law of prior appropriations for beneficial

use in appropriating waters for irrigation in this State. It is a
religion with us. We believe that the law of prior appropriation for
beneficial use is equitable, fair, and just to the people of our State
and to the people of other States.
Following the war, a revolutionary proposal was made to allocate

to political subdivisions the waters of the Colorado River between
States in the basin and to take water out of the basin over into
other basins. Arizona had very little information—has very little
accurate information to-day—as to what its real possibilities for
development are in the way of agriculture. But a compact was
negotiated at Santa Fe, authorized by the legislatures of the seven
States and the Congress of the United States. It was called under
the authority of law to apportion the water of the Colorado River
among the States. From what we can learn the delegates at that
conference were unable to agree on an equitable apportionment
among the States, so they hit upon a plan and made an arbitrary
division and apportionment of the water between what they termed
the upper and the lower basins. In making that apportionment it
seems that little consideration was given to the economic conditions
governing the States in the basin as a whole, and in the apportion-
ment made Arizona, which economically occupies an upper-basin

24
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position, was left in competitive position with California, Mexico,
and Nevada for development in the lower basin. As matters stand,
Arizona at the present time has appropriated, or is in process of
appropriating practically all of the water that we can use in Arizona
in this generation and all of the water than can be appropriated,
without spending a hundred or several hundred millions of dollars.
Practically all of the water of the Gila River and its tributaries has
been appropriated by New Mexico and Arizona. We have three
projects in Arizona on the Gila that are predicated upon return
flow, seepage, and pumping. They do not expect to receive any of
the normal or any of the flood waters of the Colorado. So that, as
far as Arizona is concerned, we picture the Gila River now as appro-
priated, all of it, and that there are filings made of additional water
that will exhaust the return flow and seepage for many years to
come.
Now, on the main Colorado the Yuma project has its water ap-

propriated through the Yuma reclamation project. The Parker
Indian project has its water appropriated for the Indian lands pro-
tected by the Government, and the other little minor irrigation,
projects on the Colorado are more drainage, flood control, and recla-
mation than they are irrigation. So that as far as taking any addi-
tional water from the Colorado River is concerned we are dependent
upon two projects. One is what is known as the Parker-Gila
project, a big, expensive proposition involving a pump lift of from
165 to 200 feet, lifting that water with pumps and putting it on the
soil. The other is to go up in the river around Bridge Canyon and

ieither by a tunnel project nvolving- pretty expensive development,
starting with about a 75-mile tunnel, or a big high-line canal propo-
sition that has been declared impracticable, to get that water down
here in Arizona.
We have three or four million acres of land down here, as fine

land as is located outdoors; a considerable portion of it in the frost-
less belt, with a 12 months' growing season, land that can stand a
higher cost for putting water on it than other places in the upper
basin, Where they have not that long growing season.
Now, as I say, we are willing, satisfied, and contented to take our

chances in competitive development with all of the States in the
basin as against all the water in the basin, but if the principle of law
is to be revolutionized and you start in to deal with futures and to
apportion the water for the protection of other States' futures, then
we demand protection for the State of Arizona. We say to you
that as far as the immediate present is concerned, and probably as
far as this generation and the next generation is concerned, we pos-
sibly can not use that water in a large irrigation project, because
the cost would be prohibitive. But when the upper-basin States ask
protection for 50, 75, or 100 years to come we say we want that same
protection if we are going to consent to have the water laws of the
country revolutionized. We say we want sufficient water allocated
to the State of Arizona, if an allocation is to be made, to assure us
an irrigation project, and under the present apportionment in the
compact sufficient water is not allocated to the lower basin to assure
Arizona an irrigation project. And that is because all of the water
was not apportioned. Only a portion was divided.
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We in Arizona sympathize with the upper basin States. We
sympathize with their desire to conserve for the future the water,
or a portion of the water, that falls in their area. We believe, as a
matter of equity, if an apportionment is going to be made, that they
are entitled to it, but we say that when it comes to the lower basin,
we can not be put on a competitive basis with California and Mexi-
can lands and hope to survive.
Then the situation has been complicated by tying the Boulder

Canyon development to the Colorado River compact in all the dis-
cussions and making the Colorado River development and Boulder
Canyon development synonymous. Boulder Canyon development in
connection with the apportionment of the water made in the compact
is a direct menace to the State of Arizona and makes it almost an
utter impossibility to hope to get any development from gravity.
The only way we could hope to get it would be from this pump lift
down at Parker, a 165 to 200 feet pump lift. We do not believe that
pump lift can be justified as an economical proposition, to utilize
power for them to lift that water and put it on the land, and we
believe that there is a possibility—a great many people in this State
believe that it is not only a possibility but a probability and an
assured proposition—that a gravity project will be put in from
Bridge Canyon. We want time to determine whether or not that
project is feasible. And when we say "time," the upper basin States
are thinking in terms of 100 years, and we do not want develop-
ment—we say that we also want to think in those terms—and we do
not want development in the lower basin stopped; we do not want
flood control prevented while we are determining this. We are
anxious to see development start in that river at the earliest possible
date. All we are asking is that when that development does start
that our future is assured, and we want that assurance before it
starts, because we are not willing to take a gambling chance on what
some future conference between the States, or what some futureCongress may do to Arizona. Some people do not think we are en-
titled to very much consideration at the present time, and they mightnot get over that notion.
The CHAIRMAN. What is your maximum demand for Arizona?
Mr. MCCLUSKEY. Well, under the present conditions, while thismatter is under discussion, Arizona has filed on the total unappro-priated flow of the Colorado River.
Senator SHORTRIDGE. You want it all, in other words?
Mr. MCCLUSKEY. Well, we have filed on all of it now.
The CHAIRMAN. Will you please—pardon me. Do you desire togo on?
Mr. MCCLUSKEY. .1 would prefer to go on, Senator, and then youmay ask questions later.
The CHAIRMAN. Very well.
Mr. MCCLUSKEY. Now, Arizona contends that as a State she in-herited the rights that the Government possessed in the way of waterwhen Arizona was a Territory.
I want to file with you the bill of rights, the Compiled Laws ofArizona of 1871 with reference to water, and the Compiled Laws ofArizona of 1887 on water; a copy of the constitution of Arizonathat was approved by Congress and the President defining Arizona'swater doctrine and the Arizona Water Code of 1919.
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Senator ASHURST. May they make a part of our record?
The CHAIRMAN. It will be so ordered.
Mr. MCCLUSKEY. And we hold that the water came to Arizona by

virtue of its ownership of that water, and the bed and banks of the
stream of the Colorado as a navigable river came to Arizona by right
of statehood, and we obtained our rights not on the basis of what
was put in the enabling act or what Congress might have attempted
to reserve, but on the basis that we are entitled to come in with the
same status as the original thirteen States, as far as the ownership
of water is concerned, and as far as the ownership of the beds and
banks of the stream of the Colorado is concerned.
I refer you to the case of Shively v. Bolby, a decision by the

Supreme Court of the United States, reported in 38 Lawyers' Edi-
tion, page 331, which holds that the title of the United States Gov-
ernment to the bed of navigable streams, prior to the organization

of the State, is held in trust for the benefit of the whole people, or

for the State when organized.
Now, we hold that we inherited that water and the control over

it, subject to the laws of appropriation, subject to the reservations

of the United States to regulate navigation, and subject to such fur-

ther regulations as the United States may exact as the owner of the

public lands and as are reserved with reference to power sites in the

enabling act, and that if any permit is granted for any development

on the Colorado River, that permit must come from the State of

Arizona, if that project is wholly within the State, and from the

States of Nevada and Arizona, if it is between the States of Nevada

and Arizona, and from the States of California and Arizona if it

is between those two States, and a supplemental permit from the

United States Government.
Now, we do not feel that we are being arbitrary. We do not

feel that we are being greedy. We do not feel we are occupying

any "dog in the manger" position, as has been pictured in some

of the other States and in some of the other parts of the country.

We say we are willing to compete with the entire basin. We are

willing to take our chance on the future, if the entire flow of that

river is allowed to be appropriated according to economic law; but

we say if you are going to upset that law and apportion the water to

political subdivisions, we are entitled to equal protectiori with the

others.
I have told you we are in sympathy with the upper basin States

in their endeavor to protect their interests. We have made an en
-

deavor—two endeavors, three endeavors—to try and reach an

agreement in the lower basin with California and Nevada; an

agreement that might solve the difficulties here in Arizona and al
low

development to proceed. But there seems to be an opinion in Cali
-

fornia that Arizona forfeited its rights when it accepted the 
enabling

act. That is the opinion in certain quarters over there, that we
 have

no rights on the Colorado River; that they all belong to the
 Federal

Government, and that all they have to do is to get the S
wing-

Johnson bill through and they are going to get those rights
, and

that there is very little to discuss. They think that they
 are going

to tie 75,000 second-feet of water to the Boulder Ca
nyon for power

development that they are going to get all of the water 
they want.

They are going to take it out of the basin over into the 
Imperial Val-
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ley and over onto the coastal plain. The city of Los Angeles has come
in and filed for almost as much water to take over into Los Angeles,
as they say, for domestic purposes, as we get from the Roosevelt
Dam, and those allied dams up there, for this big project here. They
say they want it for domestic use, and yet the testimony given on
the hearing on the Swing-Johnson bill in the House indicates that
there is sufficient water in the municipal system of Los Angeles for
a city two-and-a-half times the size of Los Angeles for domestic
use, if they dry up their agriculture.
Now, we do not want them to dry up their agriculture. We are

satisfied to see Los Angeles get its water. We want a city over
there. We want a market over there for our products. But when
they come over here to the Colorado River for water and say they
want it for domestic use, when it is to sustain their agriculture over
there, when it has this surplus of water now, we want it in the
record that they are after water for agricultural rather than for
domestic use. "We are satisfied to see them get it. We are satisfied
to see the Imperial Valley get its water, and the other valleys in
California get their water, but we are not satisfied with the atti-
tude of a portion of the population of California that is content
to see a million acres of land in Arizona dedicated to the desert
in order that several millionaires in California may be further
enriched by irrigating lands in the delta in Mexico. We believe
that California and the other States in this basin should join with
Arizona in asking the President of the United States to take up
the proposition with the Government of Mexico of reserving water
that is dammed and controlled in the United States so that it may
be made available for use in the United States when we get ready
to use it.
I notice from the testimony of Mr. Harry Chandler before the

House committee that he is satisfied to depend upon return seepage
for all the water he needs in Mexico. If that is the actual view-
point, if that is the honest viewpoint of Mr. Chandler, there should
not be any difficulty whatever in negotiating a treaty with Mexico,
because he owns the land and he, as the owner of the land, should
be able to convince the Government of Mexico that he is satisfied
to depend upon return seepage and return flow. If that can be
done probably one of the major difficulties that stands in the way
of an agreement between the seven States will be eliminated.
Then another question comes up of basic, primary importance to

the State of Arizona, that meets with little sympathy in California.
Indirectly we are buying from California now electric power. We
generate it from oil that is taken from the ground in California,
and I do not know how many taxes—State taxes county taxes,
school taxes, municipal taxes, and other taxes—California derives
from that oil, but I know they tax it and it goes to sustain their
State and its various subdivisions and their schools.
We are buying power from New Mexico. We are generating

power from coal that we buy in New Mexico, and New Mexico is
deriving revenue from that coal to sustain her State. The engineers
tell us that it is possible to develop from two to six million horse-
power—about four and one-half million firm, steady horsepower—
'from water in the Colorado River, and that 80 per cent of that
•horsepower will be developed wholly within the State of Arizona,
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a greater part of the balance between Arizona and Nevada, and a
small portion between California and Arizona. We hold that a
unit of hydroelectric energy is just as measurable as a ton of coal
or a barrel of oil.
Now, we went to the State of Pennsylvania—a good old conserva-

tive Republican State—and we found that the State of Pennsyl-
vania had levied a tax on anthracite coal, a special tax on anthracite
coal ready for the market, discriminating in favor of anthracite
coal as against bituminous coal. Where they mined them both, the
bituminous was in competition with the other States. Eighty per
cent of this anthracite coal is sold in the other States, and the other
States contended that it was an unwarranted tax on them, to tax
something that was interstate commerce. The United States Su-
preme Court held that in spite of the fact that 80 per cent of that
anthracite coal was used in other States, Pennsylvania was entitled
to derive that special tax.
We hold that we want a revenue, a legitimate, equitable revenue,

from all of the power that is developed in the State of Arizona,
whether it is sold in Arizona, or sold in other States, and we want
an equitable revenue from the power that is developed between
Arizona and Nevada, and Arizona and California. We propose to
take that revenue and subsidize this irrigation project with it, this
project that they tell us is impracticable, that they tell us is a dream.
We think that with 4,000,000 horsepower of hydroelectric energy in
50, 75, or 100 years from now, we will make any irrigation project
possible down here in the Southwest. We think with that irriga-
tion in the Southwest, the agriculture in the Southwest will con-
tribute to the civilization and culture of this country, and we believe
it is worth fighting for. We believe, as a new State just starting in
to develop, that we ought to fight to protect it, especially in view of
the fact that the Federal Government now controls 62 per cent of its
area, and is doing very little in the way of development of a por-
tion of it.
That is what we are fighting for. We would like to get together

with California • we would like to get together with Nevada. The
Governor of California and the Governor of Nevada met in Los
Angeles and worked out a tentative scheme over there, a basis of
discussion, based upon the Port of New York Authority—the idea
of getting California and Arizona and Nevada together and going
in and dividing the Colorado River, and having the Federal Gov-
ernment come in and participate in the flood control feature. We
would like to do that. We would like to be neighbors; we would
like to be friends. We have got an economic entity here in the
Southwest. Our prosperity is dependent upon California, and if
they get cities of two or three million people over there, as they
would like to—and God knows we would like to see them get them—
we expect to feed them, and we want this irrigation project to feed
them. We are fighting for this irrigation project in order to feed
them.
They tell us that State. lines ought not to govern in this matter,

and we ought to be big hearted and not care where development
takes place, so long as it takes place in the United States. We
would like to be generous; we would like to be big hearted, and
whole hearted, about the proposition. But this whole pact is predi-
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cated upon the desire of certain political subdivisions, all the other
political subdivisions in this basin, to protect themselves, and why
should we stand out as the generous benefactor, when we are one
of the poorest States in the bunch? Only a little over one-third of
the land in this State is subject to taxation. We have these big
Indian reservations, these big deserts, the public lands owned by
the Federal Government. Our farmers, cattlemen, and sheepmen
are going broke from the burdens imposed upon them by the Forest
Service. We do not know where we are getting on the proposition.
We are determined to fight for what we have, until we are sure
what our future is going to be.
Then the question of the Boulder Canyon Dam: I understand that

is the principal question in which you gentlemen are interested.
Boulder Canyon is about 706 feet above sea level. If the water
comes to Boulder Canyon and is dropped over Boulder Canyon for
power, it will be impossible to get that water out for irrigation of
any large area in the State of Arizona. It is too low. Our lands
lie higher than a 706-foot contour. We will have to pump. We
believe that the proposed Boulder Canyon development, this big
high dam down there, is not the proper way to approach the devel-
opment of the river.
We have looked forward with great interest to this paper being

made available, and we are very much impressed with it. It is
Water Supply Paper No. 556, water power and flood control of the
Colorado River below Green River, Utah. We have looked forward
to that ever since Colonel Birdseye and his party went down the
river in 1.923; that they would get at a comprehensive plan of
development that would utilize every foot of flow in the Colorado
River for power, and after the water had generated all the power
that it was capable of, that it would then be available for agricul-
tural and domestic use. We think that this paper does it. We think
it outlines a comprehensive scheme that will utilize all the flow, that
will not destroy any power sites unnecessarily, and will not leave
any of the possibilities of developing power in such a shape that the
power can not be developed and utilized.
When we think of Colorado River development we think we see

the way it ought to be developed, because we can go up here in our
own valley and see it. All our people are familiar with it. They
have all seen it. They see this Salt River. They see the dam at
Roosevelt, the junction of the Salt and the Tonto, the storing of
flood waters, developing power there 365 days of the year, bringing
it down, and then turning it over in power at the Horse Mesa Dam
365 days of the year, and then bringing it down to a regulatory
dam for irrigation at Mormon Flat and developing power there.
All of the water is being utilized; and we believe that sort of devel-
opment should take place on the Colorado. We believe that Boul-
der Canyon should not be permitted to drown out valuable power
sites. We believe the heavy evaporation losses at Boulder Canyon
should not be made a loss to the lower basin in the way of irriga-
tion. We believe that the water storage should start up in the upper
basin, so that all of the water that comes down will be utilized
to generate power, and that it will be regulated all the way down,
and that the cost of every darn that is put in will be cheapened,
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because it won't be necessary to divert the water or build a tunnel
around to divert the entire flow of water.
We believe that that plan of development should be adopted—a

,comprehensive plan that will embrace a vision as to the whole de-
velopment of the river, the development of the river in its entirety,
,and that some temporary advantage which may come to some com-
munity through the building of a dam in the immediate future
should not be permitted to jeopardize the interests of the entire
.development of the territory.
Now, they tell us Los Angeles wants power, and we would like

to see them get power. We want to see them grow as fast as possible,
because as they grow our market develops. But we want Los An-
geles and we want California to come in and recognize Arizona's
interest, Arizona's equity, Arizona's rights. And I say to you, gen-
tlemen, that I do not believe—and I think it is the consensus of
opinion of the majority of the people of this State now—that the
.Colorado River compact in its present form, or its present alloca-
tion, will be accepted by the State of Arizona, and that we must
-object to any scheme of development on the Colorado River that
.does not recognize rights as to power and as to water, and as to the
right to go up to Bridge Canyon, if it is proven practicable in the
future to divert water and bring it down on our thirsty acres in
the central portion of this State.
We can not do it at Boulder Canyon. We may do it at Bridge,

and we want the right to do it when the time comes, if possible. The
,compact does not give it to us, and the proposed Boulder Canyon
proposition would absolutely prevent it.
We would like to get together with California, we would like to

,get together with Nevada, and we would like to get together with the
upper basin States, and settle this thing. We do not want any law-
suits. We want protection for the Imperial Valley down there; we
want protection for our Yuma Valley, but we can not allow their
immediate need for flood protection to serve as an excuse for power
:and water for Mexico and southern California, which is going to
prevent our development.. We are satisfied to let them go ahead on
:a competitive basis against all the water, but we can not let them go
ahead as against a portion of it. Now that, I think, summarizes the
case.
The CHAIRMAN. Mr. McCluskey, do you oppose any sort of de-

velopment in the Boulder Canyon?
Mr. MCCLUSKEY. Not any sort of development; no, sir. As we see

Boulder Canyon it will probably serve in about the same capacity_

either Boulder Canyon or Topock will serve in approximately the
'same capacity as the Mormon Flat serves here—as a regulatory dam
for irrigation, after the water has been used for power on a 3,000-
foot fall from Glen Canyon on down to Boulder Canyon. A portion
of the water is going to come out of Bridge Canyon. They do not
need the big high dam that is proposed at Boulder Canyon. They
will need a damn there for their Yuma water. They will need a dam
there for their Imperial Valley water and for their Los Angeles
water, if they get it, and that water will come down 365 days of the
-year and develop into power their portion of it. When it gets there
they can regulate it and release it down to their irrigation works, if
they need it.
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The CHAIRMAN. Where is this large area, containing three or four
million acres, located?
Mr. MCCLUSKEY. Starting at Yuma and running east to Tucson.

It is all here in the central portion of the State.
The CHAIRMAN. I assume from your statement that would be

irrigable only in event of the construction of a dam at Glen Canyon?
Mr. MCCLUSKEY. Yes, sir; with a diversion dam at Bridge.
The CHAIRMAN. Would that be a gravity canal?
Mr. MCCLUSKEY. Gravity diversion.
The CHAIRMAN. Would it reach all of this area? Would the gray-
y diversion canal from Glen Canyon reach all of these three or four

million acres?
Mr. MCCLUSKEY. The gravity canal would be from Bridge Can-

yon. That would be the diversion plant. The storage would be up
above at Glen.
The CHAIRMAN. Is there some tunneling to do?
Mr. MCCLUSKEY. Yes, sir; the first tunnel, perhaps about 70 miles.
The CHAIRMAN. What is the distance between the impounded

water and the area to be irrigated?
Mr. MCCLUSKEY. About 106 miles.
The CHAIRMAN. That is the distance to the first acreage?
Mr. MCCLUSKEY. No; the first acreage would come in about 75

or 80 miles.
The CHAIRMAN. Would it be tunneled all the way?
Mr. MCCLUSKEY. All the way; that is, as far as we know now. I

am told we have very little to go on. The surveys in this State
have only been completed on two small areas, as far as the Colorado
River is concerned; one, the Yuma project, and the other the Parker
project. Then, there has been a sort of recognizance survey run on
the Parker-Gila project, and we are now matching money with the
United States Geological Survey to survey two small areas, one in
the Bridge Canyon area and one down at Parker. All that has been
run has been just recognizance surveys. There are no definite sur-
veys. We can not give you definite facts on the proposition. The
surveys have not been completed.
The CHAIRMAN. Do you entertain any physical or engineering

difficulties in the construction of this tunnel?
Mr. MCCLUSKEY. In the report of the Arizona Engineering Com-

mission, the engineers who claim to have worked on the proposition,
in consultation with the commission, visited the governor's office an
stated that the figures given in the report as to a tunnel were con-
servative, in their judgment. Now, I do not believe that that tunnel
is goincf

'' 
to be built in this generation, but I am not prepared to

believe that engineering science or mechanical science is going to
stand still. Twenty-five years ago almost any kind of a tunnel was
a prohibitive proposition as to cost. Now we see steam shovels big
shovels, at work, eliminating all the muckers. Up in the 

shovels,

Hetchy tunnel machinery is doing the work, cheapening the cost.
Explosives have improved. Machinery for drilling has been im-
proved. As far as the future is concerned, I think we are still going
ahead with mechanical improvement that will decrease the cost of
tunneling or decrease the cost of excavation, whatever is decided
upon. As I said, this land down here that has got a 12 months'
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growing season is able to stand a higher cost than lands that only

have a 4, 5, or 6 months' growing season.
The CHAIRMAN. I think you estimate that under a maximum de-

velopment 4,000,000 horsepower would be developed in the Colorado
River in Arizona. You said that power was comparable to the

power that might be developed through the use of oil or coal?

Mr. MCCLUSKEY. Well, I gave you the principle involved as to the

right to derive revenue from it.
The CHAIRMAN. Yes; it wasn't quite clear to me how you would

arrive at that proposition.
Mr. MCCLUSKEY. We will derive it in two ways. If the State

puts in the projects, or permits private capital to put them in, or no

matter how they go in, the State might reserve a block of power

and sell the power, or the State might levy a tax upon a measured

unit of hydroelectric energy that was decided upon, either horse-

power or the kilowatt-hour, as between the generator and the trans-

former. After it goes through the transformer and it is on the

transmission line, we presume it is in interstate commerce and we

have lost control over it. But between the generator and the trans-

former we believe it is State property, subject to tax.

Senator SHORTRIDGE. Mr. McUluskey, do you hold that the build-

ing of a high dam at Boulder Canyon will prevent the buildin
g

of a dam—a high dam—at or near Glen Canyon?
Mr. MCCLUSKEY. It will not necessarily prevent it; no sir. But

the question is as to the acquirement of water rights. If you sho
uld

build your high dam at Boulder Canyon, take out your mill
ion,

ninety thousand acre-feet for Los Angeles and such other app
ro-

priations as they may make, your water for the Imperial Valley, th
e

Chemehuevis, Palo Verde, and Chuckawalla Valleys, and allo
w Mr.

Chandler to take the water he wants down in Mexico, and Mr. H
arry

Mount to take the water he wants; then, if they get some wa
ter over

on the other side, onto the 400,000 acres of land owned by th
is group

of Los Angeles real estate men, we do net believe there is goi
ng to be

very much water left for the State of Arizona.

Senator SHORTRIDGE. Leave that phase of the matter out of v
iew

for the moment only. About when do you think that 
the develop-

ment of this Southwest would warrant the building of an ad
ditional

dam at Glen Canyon?
Mr. MCCLUSKEY. I am not a prophet, Senator.

Senator SHORTRIDGE. About how many centuries?

Mr. MCCLUSKEY. I am in favor of the present immigrati
on regu-

lations of the United States Government. I am in favor of
 tighten-

ing them up still further; but if this million immi
gration every

year we are getting is cut off, the number of people who
 are going

to come to the Southwest is going to be limited in nu
mber, and the

Southwest growth is going to be delayed just that much. I pr
esume

our growth down here will depend upon the development, o
r in the

increase of the population of the United States. When t
hat popu-

lation is going to increase to a sufficient number, td a suffi
cient point

to justify this project, I can not predict; I don't kn
ow.

Senator SHORTRIDGE. Would it be fair to say 200 or 300 year
s?

Mr. MCCLUSKEY. Well, I don't know. It has only been 15
6 years,

I think, since this country was started, and we 
have added over
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one hundred or one hundred and ten million people to it. I am not
prepared to say how fast this country is going to develop.
Senator SHORTRIDGE. Mr. Chairman, you and others who have

grasped the problem understand why .I am propounding these ques-
tions—not in hostility to anyone's views—but it might be well at
some time to get down to basic dates upon which we might possibly
draw some logical inferences.
Now, as I understant it, there is a present demand for all the

power that could be developed by the building of a high, we will
term it, dam at Boulder Canyon. That is understood, is it not?
Mr. MCCLUSKEY, There is testimony to that effect.
Senator SHORTRIDGE. Whereas, as I understand it—let us see if it

be correct—there would not be now a demand for the power that
might be developed by the building of a high dam at or near Glen
Canyon. That is the accepted understanding, is it not?
Mr. MCCLUSKEY. Well, we do not believe it is absolutely essential

to go to Glen Canyon. We believe a dam could be put in to develop
power and which will serve, as far as immediate demands are con-
cerned, at Bridge Canyon.

Senator SHORTRIDGE. Right there, to clear my own mind, what is
the distance between the two points mentioned?
Mr. MCCLUSKEY. I believe the distance between Glen Canyon and

Boulder Canyon is about—
Senator SHORTRIDGE. Bridge Canyon.
Mr. MCCLUSKEY. Or Bridge Canyon—
Senator SHOIITRIDGE. And Glen Canyon.
Mr. McCLusimy. Well, I fix Bridge Canyon in my mind at 10 or

11 miles below Diamond Creek. I don't know just what the distance
is from—

Senator SHORTRIDGE. Glen Canyon, the proposed site at Glen Can-
yon and Bridge, what is that distance?
Mr. MCCLUSKEY. I don't know the exact distance. We can get it

for you in a moment.
Senator SHORTRIDGE. Approximately.
Mr. MCCLUSKEY. Well, Boulder Canyon is at 459 miles. Bridge

Canyon is at 557 miles. Well, Glen Canyon is at—I have a map
downstairs. All the figures are in this report of Mr. La Rue's.
Mr. MADDOCK. About 127 miles on an air line.
Senator SHORTRIDGE. Mr. McCluskey, what I wish to develop, if I

can, by you is this: I say it is generally understood that there is a
present market or demand for all the power that could be developed
by the building of a high dam at Boulder Canyon, but I understood
that there was no present demand for power, or a considerable pro-
portion of the power, the aggregate or total that might be developed
by the building of a high dam at Bridge Canyon or at Glen Canyon.
Mr. MCCLUSKEY. There is a transmission problem there.
Senator SHORTRIDGE. Yes, sir and that is why I inquire as to

about how far in the future we have to look for a market resultingfrom the development of our country here. It is not a matter for
levity, but of serious thought.
Mr. MCCLUSKEY. I agree with you, Senator.
Senator SHORTRIDGE. Precisely.
Mr. MCCLUSKEY. But the mere fact that there is a market forpower from Boulder Canyon should not be permitted—if you are
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going to have a compact to go along with Boulder Canyon—the two
too-ether should not be permitted to say to the State of Arizona,
"Your destiny is solved now."

Senator SHORTRIDGE. Now, then, the building of a high dam at
Boulder Canyon would not prevent the building of any number of
dams farther up the river, would it?
Mr. MCCLUSKEY. It would not prevent it, but your cost would be

there. You would have to build a tunnel to carry the entire flow of
the water, the entire peak flow around everyone of those dam sites.
If your control is in up above everyone of those dams, then all they
have to do is to take care of the amount of water they let down the
river. That is control, and the cost of all those other dams would be
increased enormously.

Senator SHORTRIDGE. Now, as to the acquiring of vested rights
lower down resulting from the 'use of water or power, do you hold
that the rights of the upper States might not and can not be re-
served? Do you hold as a legal proposition that the rights of the
upper appropriators, if you please, the rights of the upper States
may not, can not be reserved?
Mr. MCCLUSKEY. The future rights?
Senator SHORTRIDGE. Yes.
Mr. MCCLUSKEY. Yes, sir; they are entitled under the law now, as

defined by the United States Supreme Court, to all the water they
have put to a beneficial use and to all the water that they can put
to beneficial use until the entitre flow of the river has been appro-
priated. Now, I hold that no other water can be appropriated and
obtained until it has been put to beneficial use. That is the reason
for this proposed compact. They want to set the law aside. They
want to wipe out all existing laws as far as the Colorado River is
concerned and substitute for law an agreement between the States,
dividing the water of the Colorado River among them.
Senator SHORTRIDGE. Yes; I understand your position, and this is

my last question, Mr. Chairman. I do not wish to prolong the mat-
ter. I understand your position to be that now,under the Constitu-
tion and the law, you have certain vested rights?
Mr. MCCLUSKEY. Yes sir.
Senator SHORTRIDGE. :And if that be so, they can not be divested,

can they, by the building of a dam at Boulder Canyon?
Mr. MCCLUSKEY. If the State of Arizona enters into the Colorado

River compact, enters into a solemn treaty with the other States and
the United States Government, I think we can divest ourselves of all
our rights.

Senator SHORTRIDGE. Wherefore, you are opposed to the compact
as it is drawn?
Mr. MCCLUSKEY. As it is drawn.
Senator SHORTRIDGE: That is what I am reaching.
Mr. MCCLUSKEY. Yes, sir; and the attempt to hook up the pact

as to the Colorado River with Boulder Canyon, and make them all
synonymous, why, it would just be running Arizona out of the
picture.
Senator SHORTRIDGE. You think the compact could be redrafted—

so redrafted to preserve your rights, present and future?
Mr. MCCLUSKEY. I think, Senator, that every State in the basin

wants to be honest.
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Senator SHORTRIDGE. We will grant that; but will you have the
goodness to answer that question?
Mr. McCucrstiny. I think there is a possibility, given time, that

these seven States are going to work out their destiny.
Senator SHORTRIDGE. That is easily said and many of us indulge

in those words; but do you think that the compact could be re-
drafted so as to preserve your present and future rights?
Mr. MCCLUSKEY. Yes, sir.
Senator SHORTRIDGE. Have you any suggestion as to the phrase-

ology or the provisions that should be inserted in the suggested
redrafting?
Mr. MCCLUSKEY. There has been considerable discussion of it.

Numerous suggestions have been made. Various propositions have
been drafted, but they are all subject to discussion, all subject to
revision, all subject to conference. As I say, we made three attempts
to confer with California and Nevada. We would like to confer with
them. We would like to get together and help solve it, and I think
that the upper-basin States want to be friendly and help us solve it;
I think that.

Senator SHORTRIDGE. I am prompted to ask a final question. The
record shows that Tour governor sought a conference with the
Governor of California 
Mr. MCCLUSKEY. Two of them.
Senator SHORTRIDGE. Touching this matter—probably two occa-

sions. And during the hearings in Washington I inquired of some
witness as to what it was that Arizona thought California should
do, and that particular witness was unable to advise the committee.
Have you any definite information as to what Arizona demands or
will ask of California?
Mr. MCCLUSKEY. Well, I would prefer not to put our hand on the

table on that.
Senator SHORTRIDGE. I have no cards up my sleeve.
Mr. MCCLUSKEY. When we ''eta across the table with California

I presume we will deal our cards. I don't think that we ought to lay
our hand on the tabk. until California and Nevada sit across the
table from us.
Senator SHORTRIDGE. You h we an ace in the bole, then?
Mr. MCCLUSKEY. No; we do not particularly have any ace in the

hole, but we do not think we ought to say, Here are our terms.
Now, come in and take them or come in and tell us what you will
do." We are pot going to talk at them.
Senator SHORTRIDGE. I see.
Mr. MCCLUSKEY. When they want to talk to us, we are willing

and anxious to talk to them.
Senator SHORTRIDGE. Well, we will meet at Phillippi.
Senator JOHNSON. There is one thing upon which you and I can

agree, I think. Let me see if I can not state it. You believe the
Colorado River to be an American river that ought to serve Ameri-
cans in Arizona, or California, or any other place where it flows,
do you not ?
Mr. MCCLUSKEY. Yes, sir.
Senator JOHNSON. You do not believe it ought to be utilized to

irrigate or reclaim Mexican lands for American millionaires, do you?
M. MCCLUSKEY. No, sir.
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Senator JoHNsoN. You and I agree on one thing, then.
Mr. MCCLUSKEY. And let me emphasize that, Senator. I do not

think that the money spent by Americans to build dams, to regulate
and conserve this water, should be utilized to serve those Mexican
lands.

Senator JOHNSON. I agree with you.
Senator DILL. Mr. MC'Clusky, I come from an outside State, and

I am not as familiar with these problems as I might be, or perhaps
I should be. I am impressed with your statement as ,being very
indefinite in a definite situation. I do not mean to criticise you, but
•that is the way it impresses me. We have seen a very definite con-
dition in the Imperial Valley.
Mr. MCCLUSKEY. Yes sir.
Senator DILL. A great danger exists, a danger at Yuma. Those

are definite and concrete needs 
Mr. MCCLUSKEY. Yes, sir.
Senator DILL. That should be met now?
Mr. MCCLUSKEY. Yes, sir.
Senator DILL. Arizona refused to ratify the compact and I won't

discuss that. I don't know the details of that. But I would like
to get your opinion on this question. You say there are three or
four millions of acres of land in Arizona that can be irrigated.
Does the information you have lead you to believe that there is
enough water in the Colorado. River to irrigate the three or four
million acres of land in Arizona, and the lands and needs of south-
ern California together?
Mr. MCCLUSKEY. I don't believe there is; no. No, I don't believe

there is enough water for all of them. But, Senator, there will be
certain years when there will not be sufficient water. That will not
be confined absolutely to the Southwest, but it relates to all of our
country. There will be other years when there will be an abundance
of water. Probably in a majority of years there will be more than
enough water. Here in the Southwest, if there is not sufficient
water, all we have to do is to allow the land to lie fallow. We are
not going to lose any crop. What water that will be necessary in
the dry years, will be just enough to keep our trees alive and our
stock. In the other years, when there is an abundance of water,
then we can irrigate all of this area that we can get the water on.
Then the whole tendency in irrigation is to decrease the amount
of water over a period of years. This whole valley has pumps all
over it now to keep it from becoming water-logged. -
We are bringing in new acreage every year, adding to it from the

water we pump. In the dry years that pumped water is used for
the lands in the valley. In the wet years it will be used on other
lands. Over a long period of years they will probably be able to
get a majority of that land under water for the greater portion of
the year. There will be some years when we will not be able to
have the water.

Senator DILL. Well, now, if you think there isn't enough for all

of the land that is irrigable in Arizona, then I take it that Arizona

is willing to concede that she will give up part of that land in deal-

ing with her sister States, if necessary.
Mr. MCCLUSKEY. We are not going to be pigs.
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Senator DILL. I understood you to say also that you thought it
would be a long time before all of this could be irrigated—a much
longer time probably, than the needs of southern California could
wait for, if that can be remedied. Isn't there some way that the
State of Arizona can make a reservation protecting its future in-
terests and let this development go ahead for the part of the country
that is ready?
Mr. MCCLUSKEY. We say to you that we want to sit down across

the table with California and Nevada and find out if. we can get
together..

Senator DILL. Have you figured out a concrete proposition that
could be presented?
Mr. MCCLUSKEY. Well, as I said, there have been several proposi-

tions worked out, several reservations made. They haven't been
uniform. There is a division of sentiment on them

' 
and I think

to put them into this record would not be helpful. Instead of
enabling us to get together, it might stir up more friction, political
points of view on the proposition. I don't think it would be de-
sirable. I think if we got across the table we might work -some-
thing out that would be acceptable to all of us.
Senator DILL. Your objection primarily to the .Boulder Canyon

project is that you are fearful that certain rights will attach that
will prevent the future use of water by Arizona?
Mr. MCCLUSKEY. Yes, sir. •
Senator DILL. And the added reason you gave of the expense of

building dams up the river that would not otherwise obtain?
Mr. MCCLUSKEY. Yes.
Senator DILL. Now, do you know whether or not any other State

has ever made this proposal or, rather, has ever carried out this pro-
posal of getting a royalty on the water power produced from the
water that came from its borders?
Mr. MCCLUSKEY. I don't know as to that in detail, but I refer you

to the minutes of the conference between the Federal Power Com-
mission and the New York State Water Commission and if I can
find it here hastily, I will read you this:
The State of New York claims ownership and sovereignty over lands under

navigable streams within the boundaries of the State, and their banks, beds,
and waters, with the consequent right to use and dispose of any portion
thereof; and we believe that after the Federal Government has exercised its
supervision with respect to navigation, water power, as such, developed on
those streams is the property of the State, and the State may develop the
same without -further Federal interference; that if the State then seeks to
license it to private enterprises, that the State has such power; that it is the
State which may derive a revenue therefrom, if anyone may derive a revenue
from private enterprise for the development of water power; and that if
either the Federal Government or the State may eventually recapture the
power after granting a private license for a term of year's, the State is the
one that eventually would take the ownership, under proper legal regulation
of the water power, after the term of the license has expired.

And I think that is asserting on behalf of New York approxi-
mately the same thing we are asserting for Arizona.
Senator DILL. That was not as against the Federal Government

building the dam.
Mr. MCCLUSKEY. It was against the Federal Power Commission

and against the Federal Government and against other States.
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Senator DILL. Of course, what you read was against private
parties, I understood. I might have misunderstood you.
Mr. MCCLUSKEY. The later part of it, I think—" or the State may

eventually recapture the power after granting a private license for
a term of years, the State is the one that eventually would take the
ownership under proper legal regulations of the water power after
the term of the license has expired."

Senator DILL. But the Federal Government has a certain interest
in the stream?
Mr. MCCLUSKEY. Yes as to navigation.
Senator DILL. Is it your contention that if the Federal Govern-

ment sees fit to develop power on the Colorado River, that the State
of Arizona could tax that power?
Mr. MCCLUSKEY. The power developed by the Federal Govern-

ment on the Colorado River within this State we hold is the property
of the State of Arizona if it is developed wholly within the State.
If it is developed between it and other States that is a matter as be-
tween those two States.

Senator DILL. But that principle has never been adopted thus far
in any power proposition that has been developed in this country,
has it?
Mr. MCCLUSKEY. • Well, as to what I am not prepared to say.

There has been a great controversy over on the Niagara. There has
been a lot of controversy over around New York, especially around
the Barge Canal proposition, the power.

Senator PITTMAN. Mr. McCluskey, what steps have you taken to•
appropriate the water?
Mr. MCCLUSKEY. A filing has been made with the State water

commissioner by the High Line Canal Association for all of the un-
appropriated flow of the Colorado River for a diversion at Bridge
Canyon for use on lands in Arizona and surveys are being made
due diligence is being shown to protect that filing for the State of
Arizona.
Senator PITTMAN. And what steps have you taken to obtain the

necessary land for a dam site and for an impounding basin?
Mr. MCCLUSKEY. Filings have recently been made with the Fed-

eral Power Commission for the Bridge Canyon dam site. I have
been away for about six weeks, but since I have been gone I am
advised that filings have also been made for the Glen Canyon site for
storage.

Senator PITTMAN. Well, if the State has control over the bed of
the stream and the banks, what jurisdiction has the Federal Power
Commission?
Mr. MCCLUSKEY. Well, the Federal Power Commission, through

the exercise of the reservation in the Arizona enabling act, as I
understand it, has jurisdiction over the lands abutting the stream
and a half a mile on each side that are public lands, and that als&
the question of regulating the navigation on the proposition, I
understand, has been referred to the Federal Power Commission.
So they come in in two particulars.

Senator PITTMAN. Well, then, if the Federal Power Commission
has the jurisdiction over the public lands that you state, would not

S R-69-1—vol 2-41
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the Federal Power Commission have the power to prevent devel-
opment?
Mr. MCCLUSKEY. Yes, sir.
Senator PITTMAN. That is a matter that interests us very much

in Nevada, because there is a recent ruling of the Federal Power
Commission, which has been put in the record; and I will not
attempt to give the exact words, but just to identify it. I refer to
the Girand application on the Colorado River, at Diamond Creek,
in which they state in effect that they will postpone action on it for
a reasonable time until the seven States in the Colorado Basin
have an opportunity to agree on an apportionment of the use of the
waters. You are familiar with that?
Mr. MCCLUSKEY. Yes; I just returned from there. I appeared

before the Federal Power Commission.
Senator PITTMAN. I have no doubt that your State has protested

against it, as we have.
Mr. MCCLUSKEY. We protested against the Girand permit; yes.
Senator PirrmAN. Do you conceive of any way that we may en-

force our protests?
Mr. MCCLUSKEY. Well, I believe I would rather leave that to

attorneys we have who will appear later; but I believe that the State
of Arizona, or the States of Nevada and Arizona, if they decided
as sovereign States that they were going to develop their territory,
they would have the right to come in and develop that territory.
The Federal Government's rights would be subservient to that right.

Senator PITTMAN. Well, what I am getting at is this 
Mr. MCCLUSKEY. There has always been quite a difference in the

view of the public-land States and the Federal Government.
Senator PITTMAN. But so far the Federal Government's views

have controlled. As a matter of information, I would like to know
what legal process we have to prevent the Federal Power Commis-
sion from granting a permit?
Mr. MCCLUSKEY. Well, the Federal Power Commission may grant

a permit. There is only one permit in the lower basin, as they term
it—that is in the status where the Federal Power Commission can
grant it—and that is now of very, very doubtful validity. We
claim there is no validity to that permit, inasmuch as a failure to
comply with our law is cause for the revocation of our permit by
the State water commissioner. No other development can go ahead
without a permit in Arizona without a permit from our State—
and no development can go ahead between Arizona and Nevada with-
out a permit from those two States. Those two States can block
development there; and as between California and Arizona, with-
out a permit from those two States, it can be blocked. The Federal
power act and the United States reclamation act both provide
specifically that both the power act and the reclamation act are sub-
servient to State laws, so far as the appropriation of water is
concerned.

Senator PITTMAN. Would that be a suit against the Federal Power
Commission, or what would our suit be? I am trying to get at the
process. I have not studied it, I am frank to say.
Mr. MCCLUSKEY. Well, I would not care to state. I am not an

attorney. I would not care to pass on a law as important as that.
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Senator PITTMAN. Assuming your viewpoint is correct, that your
legal advise is correct, whatever it may be, and that there is some
legal process by which we might prevent construction under a permit
by the Federal Power Commission; on the other hand, it would seem
from our discussion so far that they have the power through their
jurisdiction over certain portions of the public domain to obstruct
the States in their operations.
Mr. MCCLusKEY. I would like to analyze this, but I haven't it

indexed. However, the minutes of the conference between the Fed-
eral Power Commission and the New York State water commis-
sioner and the report of the State water commissioner to the gov-
ernor is very illuminating as to the power and authority of the
Federal Power Commission and as to the right and authority of the
sovereign States. Now, that does not altogether apply here in the
Western States, where public lands are involved as a side issue. But
1 only have this one copy and it is impossible to get another one. I
would be glad to put this in the record for you, but I think you can
get a copy easier than I can.
Senator PITTMAN. There is undoubtedly a distinction between the

power of the Federal Government with regard to property within
State jurisdiction and property within Federal jurisdiction.
Mr. MCCLITSKEY. Yes.
Senator PITTMAN. We are now only discussing property within

Federal jurisdiction. If you are correct in your conception, then it
would seem that you would have to get the consent of both the State
with regard to its jurisdiction and the Federal Government with
regard to its jurisdiction to operate.

\1, r. MOCLuSKEY. I have stated, Senator, that it would require
permits from the Federal Government and the States before any
development could proceed.
Senator PITTMAN. Then, if the hint of the Federal Power Com-

mi ssion is the attitude of the Government or the administration that
they will not act until the seven States have agreed on a distribution
of the water as between the rights of the States and the claimed rights
of the Federal Government, we are at an impasse that seems inter-
minable.
Mr. McausKEY. Well, now, Senator, there is a distinction there.

The particular question before the Federal Power Commission was
an application for a permit by a private corporation or a private
individual, with all the seven States in the basin registering protests
against the granting of that permit. Now, I don't know, I doubt
very much if a State as a State went in and asked for a permit
whether or not the Federal Government would assume to take that
same position with reference to a sovereign as it would with refer-
ence to a private individual.

Senator PITTMAN. Assume, however, that four or five other States
protested against the granting of it, there would be equal dignity
then in the application and the protest, and the Federal Government,
having exclusive jurisdiction over a certain essential portion of the
project, might again hold it up.
Mr. MCCLUSKEY. Well, I don't know. I don't know just what

particular provision of law would govern. I have never given it any
thought. With reference to the right of the State to exercise eminent
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domain over public lands for the development of the State and public
lands, I don't know just how that would be.

Senator PITTMAN. Have you ever found any decision where the
State has a right to exercise eminent domain over Federal land?
Mr. MCCLUSKEY. Well, as I say, I have never looked it up. I

don't know what the particular law is on that. But here is a State
that is sovereign of the territory within the State. It owns the bed
of a river and owns its banks and owns the water. I don't know
whether the Federal Power Commission could say to that State, "as
a State you haven't the right to go in and develop that." I doubt it,
because the Federal power act states that it shall be subservient, so
far as the appropriation of water is concerned, to the laws of the,
State. It might be able to block power development, but as to irri-
gation, the right of the State to divert and take that water out for
the purposes of irrigation, I doubt whether or not the Federal Power
Commission could stop it. I don't know; I haven't looked that
phase of it up.
Senator PITTMAN. I am not controverting the question. I am

really just bringing it up to see if there is any solution to the appar-
ent coming block or deadlock between the Federal Government and
our States out here. That is what bothers me.
Mr. MCCLUSKEY. Well, I am very, very hopeful that our seven

States are going to get together. I think we should get together and
solve our difficulties. I think the trouble has been, Senators, that
people have gone out of Arizona—and there are people in Arizona
to-day who still convey the thought that Arizona will eventually
ratify the Colorado River compact as drawn. I do not believe it
can be done. I do not believe the majority of the people of the State
of Arizona would accept it. We have had two sessions of the
legislature. The first one took no action on it. The second one
could not get enough votes to ratify it and they adopted a proposi-
tion, a resolution containing certain reservations. There were five
men ran for governor in the last campaign in the primary. Not a
single one of them supported the compact as written. I don't believe
there will be a candidate running at the next election that will
support the compact as written, and I believe that if the other six
States will come to understand that Arizona is not going to accept
that compact in its present form they are going to get together with
us and sit down and work out something that will be acceptable to
Arizona. If we can get together in conference I think it will go a
long way toward solving this proposition.

Senator PITTMAN. Mr. McCluskey, I think possibly some of the
statements that have emanated from Arizona have created the
impression in other States that you did not desire any further con-
ference

' 
but you are going to stand on your legal rights as you

understand them. Of course, if you are going to stand on your
legal rights as you understand them, why, a conference would be a
rather futile thing.
Mr. MCCLUSKEY. The administration's position has been that it

would never accept the compact as drawn without reservations.
The administration's position has been from the beginning that as
soon as the La Rue report, or the Arizona Engineering Commis-
sion's report was made, that we wanted to sit Sown and see if we
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could not work out a supplemental compact. There is a sentiment
among a certain portion of the people of Arizona that they are
willing to rest Arizona's future on the law and who are opposed to
any compact. There is that sentiment. But I believe that a major-
ity of the people of the State, if an agreement can be worked out
that will protect Arizona's future, will accept that agreement. We
have been willing at all times to try and find a solution. We are
willing to-day to try and find a solution.
Senator PirrmAN. There are some of us on the committee who

are sitting in a dual capacity, as you no doubt realize. But there
are others of the committee here who are only interested from a
national standpoint and from a Western standpoint, as Western
men, and they are very anxious to help us. We will go back to the
Senate with our report, and we will find a great many men back
there, some who are interested and some who are not—most of them
interested in the Federal end of it, more so than they are in the
State end of it and I think that the entire committee desires to
report something to the Senate by which the Senate, or the com-
mittee, or • Congress as a whole can help in settling the impasse,
first, as between the States, and then as between the States and the
Federal Government. So we are looking forward hopefully for
some signs that there can be a.baks upon which possibly the Senate
might recommend the calling of the parties together. But so far,
really, we haven't gotten so very much encouragement on it.
Mr. MCCLUSKEY. Well, all I can say to you on that, Senator, is

that Arizona wants development. This stream runs for the bigger
portion of the distance of the lower basin wholly within our State.
Any development in the Southwest is going to help Arizona. A por-
tion of Arizona is menaced by the stream. Down there in the Yuma
country the stream is a menace. You have seen it yourself. The
Imperial Valley is menaced. We want that menace eliminated.
Now, we want our development to go ahead, but as I outlined to
you, we want that development to go ahead—if you are going to
predicate it on a compact, as the Federal Power Commission says
it is going to do and insist upon—we want that development to go
ahead with the knowledge that our future has not been signed away.
Now, it is going to be necessary that a supplemental compact be made,
or that the whole compact be revised. The sooner that such revision
takes place, the sooner we are going to get at development. I do
not believe that the State of Arizona will grant any permit for
development anywhere that is going to be predicated upon the
Colorado River compact until there is further protection given to
this State.

Senator DILL. Is there any possibility of the three lower States
making a compact amongst themselves that would obviate your
objections to the Colorado River compact?
Mr. MCCLUSKEY. As to that, I do not know. I say that Arizona

is willing to sit down and try and work it out.
Senator DILL. I ask you that because you said you had no objec-

tion as to a division of the upper waters.
Mr. MCCLUSKEY. The committee that was appointed to confer

with Califdinia and Nevada—let me put this in the record—was

not a political committee. It was picked from men who knew some-

thing of the subject. There was Mr. Reid, president of the Salt
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River Valley Water Users Association—one of the outstanding men
of our State. He knows water and power. He is putting through
a considerable portion of this Salt River development. He has been
an opponent of all the primary policies of this present administra-
tion, although he is a Democrat.
Another member was Mr. Thomas Maddock, who ran for the

United States Senate, ran for Congress, and ran for governor on
the Republican ticket. He has been a State engineer and has built
roads here—an outstanding character, an outstanding figure in the
State, a prominent member of the American Legion, and a staunch
Republican. There was Mr. McGregor, an engineer, who has built
our smelters and our concentration pants, mills, down here—build-
ing them now—one of the outstanding engineers in the Southwest,
or even in the United States. He knows water law. He was brought
up on a farm where the doctrine of prior appropriation had its
birth, almost. His father fought for it and he has fought for it,
and he knows water law and he knows power—a Republican and an
active official in the Republican Party organization. Mr. C. W. Van
Dyke, who built a couple of towns here, developed mines, built two
power lines and a street railway system—a developer who has given
a lot of study and thought to the proposition, who has supported
men in both parties—supported one of your colleagues, Senator
Cameron, in the last campaign—he was a member of the committee.
And your humble servant was put on as a sort of contact man
between the governor and the committee. It was not political.
These men were picked because they knew their subject, because
they were loyal to Arizona, because they were big men. The gover-
nor thought they might be able to sit down and work something out
on a constructive plan, hoping we might go ahead. And we threw
into the discussion a matter which was worked out between Governor
Scrugham and Governor Hunt, something between three States,
based on the Port of New York Authority, as a basis that we might
(yet together on and go ahead. We wanted to do it. We wanted to
work it out at this conference.
Senator DILL. Did you make any progress?
Mr. MCCLUSKEY. No; the conference blew up.
Senator PHIPPS. Mr. McCluskey, the Roosevelt Dam was con-

structed with money advanced by the Federal Government, was
it not?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. To be repaid, at least in part, by the reclamation

projects under it.
Mr. MCCLUSKEY. All of it and we are right up on our payments.
Senator PHIPPS. You produce some hydroelectric power there, do

you not?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. Does the State collect any tax on that production

of hydroelectric power?
Mr. MCCLUSKEY. Directly, no; indirectly, yes; in as much as the

power is attached to the lands in the valley and the value of the
lands is taxed with that power attached to them. It adds to the
increase of the value of the lands, and the land in the -whole valley
is taxed rather than seggregating any particular items in it.
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Senator PHIPPS. The lands that have water on them are taxed
higher than those that have no water?
Mr. MCCLUSKEY. Oh, yes.
Senator PHIPPS. Now assume that the Government were to author-

ize, construct, and build a dam in the Colorado River for the pur-
poses of flood control, with such hydroelectric power as might be
possible as a mere side issue, but the purpose of the dam would be
in effect flood control, and that dam were located in Arizona do
you argue that the State of Arizona would have the right to collect
a tax on the hydroelectric energy that might be produced in the side
issue?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. Do you? I want to get your attitdue regarding

that.
Mr. MCCLUSKEY. Yes, sir. Now, let me say this to you, Senator:

I think this ought to go in the record. In outlining this idea for a
tax, Arizona in the interest of development would be inclined to be
broad, liberal, and generous. Until the project was paid out, the
investment and the interest charges were amortized, Arizona might
forego any tax, but after it was paid out, why, we presume we would
want to levy our tax.
Let me say this in relation to your flood control: I think the testi-

mony is in the record that about, I think it is $150 value, would be
added to the lands in the Imperial Valley through flood control
and regulation of their water. I understand there is a differential of
about ''$125 an acre between the Yuma lands and the Imperial
Valley lands. That is in the record in the House hearings. That is
a considerable advantage to give to the State of California. If they
get this 1,500 second-feet of water there in Los Angeles it is going
to increase their property values tremendously. If they get that
cheap power there it is going to increase their 
Senatbr PHIPPS. On the question of cheap power, now how cheap

will that power be?
Mr. MCCLUSKEY. I don't know just exactly what it is going to

cost to develop it and transmit it over there. I understand there
is testimony in the record that they can develop it and put it on
the transmission lines for about a half a cent.

Senator PHIPPS. Now, we have the testimony given within the
week by the engineers, the authorities of the city of Los Angeles,
which testimony shows that they do not expect to produce hydro-
electric power mere cheaply at the proposed Boulder Canyon dam
site than they are, now producing it, or will produce it, on their
present lines their present Los Angeles aqueduct. line. So much
for that. I don't think it is necessary to take up the time for that
discussion, but I want to ask you a question or two along a little
different line now. You believe in the doctrine of prior appropria-
tion of water being put to beneficial use vests the right in the prop-
erty owner who first puts it to beneficial use?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. And on that basis you are now developing your

Salt River Valley?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIpPs. You are developing the Gila River?
Mr. MCCLUSKEY. Yes, sir.
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Senator PHIPPS. You are developing the San Carlos Dam?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. The money is being advanced by the Govern-

ment of the United States to be repaid?
Mr. MCCLUSKEY. At the San Carlos; yes, sir.
Senator PHirrs. You are going to ask the Senators and the Rep-

resentatives from California to vote a second appropriation under
the authorization to enable you to complete, or go on with the work
of the San Carlos project?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. In other words, you are going to ask the Repre-

sentatives of California to vote Federal money to aid Arizona to
acquire a perpetual right to waters in the Gila River which other-
wise would flow down into California where they might be used; is
that not correct?
Mr. MCCLUSKEY. Not exactly.
Senator PHIPPS. I think it is.
Mr. MCCLUSKEY. Let me put it this way and see if we can agree on

this: The Federal Government has an Indian reservation over here
with about 4,000 Indians on it that used to have water. Appropria-
tions have been taken up above and the United States Supreme
Court decress held that those appropriations will stand. That dried
up the water and those Indians are in a desperate condition. The
Federal Government is the sponsor and protector of those Indians.
We also had some public lands over there that were open for filing.
Some American citizens went over there and took up about 25,000
acres of white lands that could be irrigated under that project.
The Gila River constitutes a menace to the Imperial Valley from

two sources. The trouble that has resulted in the Imperial Valley
has come from the peak floods of the Gila. The second menace is the
heavy silt burden that the Gila River carries down to the Imperial
Valley, raising the level in their ditches and causing them all kinds
of trouble, retarding their crops, and in some cases burning out their
alfalfa as I am told. The Federal Government also controls 62
per cent of the State of Arizona, and as such we think that there is a
burden on the Federal Government to help develop this territory,
and the Federal Government was asked to come in and put in the
San Carlos Dam to provide water for its Indian wards, and inci-
dentally 27,000 acres of white lands will get that water. These
lands were formerly public lands and will add to the wealth that will
be produced by the State of Arizona, and add to the total of the
United States.

Senator PHIPPS. I think I am quite familiar with all the phases
that you have mentioned, but I have no objection to its going into
the record. The fact remains, however, that so much water taken
out of the Gila River and put to beneficial use on the upper reaches
does not reach California where it could be used, and that the Fed-
eral Government money is to be appropriated under the authoriza-
tion to enable the use of that water on Arizona lands, and thereby
the Arizona lands acquire a perpetual right in those waters. Now,
the Representatives of California, the Representatives of Colorado,
Wyoming, Nevada, New Mexico, and Utah are going to be asked in
the next session of Congress to vote additional appropriations to
continue this work. I call your attention to the attitude of the
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governors of the four upper-basin States on that subject. I pre-

sume you have already read the address of the four governors. I

presume you are familiar with it.
Mr. MCCLUSKEY. I am familiar with it.
Senator PHIPPS. The upper-basin States are desirous of seeing

the lower reaches of the Colorado River developed to their fullest

extent. The upper-basin States are willing to guarantee under the

compact that a minimum flow shall come down past Lees Ferry, or

whatever the dividing point is, over an average of 10 years. The

upper States are in no position, and have no desire, to erect any

klams or other structures that would enable them to hold back the

flow of the river to the extent that less than 7,500,000 acre-feet could

come down in any one year. The fear of Arizona, as I see it, that

she would be precluded from securing the use of water on account

of the amount of the minimum guaranty is not tenable. I think you

are unduly alarmed. We believe that the average flow, that the an-

nual flow, indeed, will exceed that minimum flow to the lower basin.

Perhaps I am not qualified to make these statements. I am making

them, however, based upon the best in-formation that has been

handed me up to the present time.
I wish to call attention to that address of the governors; I wish

to call your attention to the recent action of the members of the

water-power commission, and in all sincerity urge the officials of

Arizona to endeavor to get together with her sister States in and to

the end that we may be in agreement and that Congress may legis-

late for the purpose of going ahead with proper and needed im-

provements on the Colorado River.
Mr. MCCLUSKEY. Well, Senator, the Gila River can supply no

water to the upper basin States outside of New Mexico, and as we

understand it, New Mexico is taking, and will take, all the water

that is possible to utilize in that State. It is perfectly agreeable to

us. Arizona has filed on more water than the Gila River can de-

velop. The water goes in below the dam at Yuma into the Colorado

River. Some of it may be taken out at Hammond's Heading over

into the Imperial Valley, but I have been told by Imperial Valley

farmers that they do not want Gila water; that it is a menace to

them.
Senator PHIPPS. They would rather have Gila water than to be

without water, however. There isn't any doubt about that. That is

not debatable.
Mr. MCCLUSKEY. Yes; that may be. The upper basin States not

being injured by any development in the Gila, and California not

being injured materially by any development in the Gila, I don't

believe can afford—I don't know whether that is the way to state it,

but I am going to say what is in my mind. They can not afford to

try, and drive and punish Arizona and hold up that development on

the Gila in an attempt to drive her into a compact that is going to

destroy her future. I don't believe that they can do that in equity.

I don't believe they can do it as neighbors. I don't believe they can

do it with any degree of justice to their contention and to their

claim, and I don't believe if they make the claim that the Congress

of the United States is going to accept it.
Senator PHIPPS. Well, on the other hand, you can put the shoe

on the other foot. If the disposition of Arizona is so disclosed as to



43 BOULDER CANYON RECLAMATION PROJECT

mean "We are going to tax the product, the possible product uf this
stream. We are going to insist on our filing rights to all the waters
of the stream that pass through Arizona "—in other words, if it is
going to be a fight, don't you think the other States are going to.
fight? Don't you know that the city of Denver has made her filings
on waters in the upper reaches of the river and is prosecuting her
claim?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. That it is going to involve the payment of inter-

est and a sinking fund of over three and a half million dollars
investment?
Mr. MCCLUSKEY. Yes, sir.
Senator PHirrs. To divert that water to the other side of the

range?
Mr. MCCLUSKEY. Yes, sir.
Senator PHIPPS. The only effect that the present attitude of Ari-

zona—pardon me, as it is generally understood—I don't mean to say
that I understand it that way, but as generally understood—is going
to be this: That the people of Colorado, of Utah, of Wyoming, of
New Mexico, are going to exert their utmost efforts not only to make
filings on the upper reaches of the Colorado and its tributaries but
to prosecute them vigilantly and to put to beneficial use those waters
earlier than they otherwise would, because they can maintain those
rights when they put the water to beneficial use, and the filings
date back to the time they are made, providing the effort to carry
out the project is continuous.
. Mr. MCCLUSKEY. Well, on the same theory, the same thing wouldapply with regard to the Coolidge project. A considerable amountof money has been spent on two diversion dams, upon canals, andupon laterals. They are utilizing the flood waters now as far asthey can. They filed on the water. The Federal Government nowhas instituted a suit in the Federal court to get a decree for, Ithink it is, 40,000 acres of land for those Indians—sufficient waterfor those 40,000 acres—and bring them in as decreed lands. Theyhave shown due diligence over there. They have been working onthat project since before the Salt River project was started. Theywill continue to work on it, and they will continue to show duediligence • and if due diligence will protect their filings they willprotect their filings as to the water of the Gila River, as againstCalifornia. California proposes to take the water out of the basin.California is not an appropriation State in whole. They havedivergent water laws over there. California, if it comes to a legal
fight—and this is fighting language, and I don't like to see it—

Senator PHIPPS. Well, there is no occasion to go into that.
Mr. MCCLUSKEY. We do not want to fight. We want to get

together and be friends and neighbors. We want to get togetherand develop this water, and we want California to come over and
sit down and help us work out the problem. We don't want to talk
at California. We will go over to California. We will talk to
one another across the table as honest men and as men who want to
see development. Now, that is what we want to do.
Senator DILL. Don't you believe that Arizona can make reser-vations in the Boulder Canyon Dam proposition, even, that will pro-
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tect her in the matter of taxing power and protect her future rights
in water?
Mr. MCCLUSKEY. If the Federal Government is going to be

brought into it, it complicates the situation. If it were a matter
between these two States, possibly yes. But we know that the Fed-
eral Government, as a general proposition, seems to justify any

act of any bureaucrat who sets up any theory, as to government in

these Western States. We find the Federal Congress sustaining them

in almost everything they propose, and we are not willing to take

that gamble. If you are going to let the law stand as it is now

defined by the United States Supreme Court, we say we are satis-

fied. If you are going to revolutionize that law and insist upon

appropriation by compact, we say we want protection.
Senator DILL. It seems to me, Mr. McCluskey, that the weakness

of your position is that you are against something and haven't any-

thing concrete to offer in its place.
Mr. MCCLUSKEY. Well, Senator, we are not the ones who are

making this proposal.
Senator DILL. But your State is interested.
Mr. MCCLUSKEY. Yes; I will grant you that; but here is the

United States, as represented by -your committee, and here is Cali-

fornia and Nevada saying that "We are going to come over into

Arizona and utilize Arizona resources." We are not going over

there trying to do something to their States. We are not going

over on their rivers and trying to take their rivers away and divert

them and put them in Arizona. They are coming over here and

trying to take something out of Arizona and put it over there; and

we say, "If you take it out of Arizona, we want something for it."

Senator DILL. But you are not prepared to say what you want.

Mr. MCCLUSKEY. We want to say it to them.
Senator KENDRICK. Mr. McCluskey, I understand you to say that

if the lower basin States, known as California, Arizona, and Ne-

vada, could compose their differences, the people of arizona would

then have but little if any objection to that part of the compact

which had to deal with the allocation of the waters of the upper

basin States.
Mr. MCCLUSKEY. Let me put it this way, Senator: The people of

Arizona are sympathetic with the desire of the upper basin States to

protect themselves. If they are going to allocate the water, we want

to allocate them all the water they need, but anything that they

don't need we want to use down here, and we want it so it can be

apportioned between these States. Engineers have testified that

you can not use 7,500,000 acre-feet of water up there. If you can

utilize 7,500,000 acre-feet of water, we are not going to quarrel with

you about it. But we don't want you to reserve it for 40 years and

tell us in 1963, "We will sit down with you and discuss what we will

do with the balance of this water."
Senator KENDRICK. You understand, Mr. McCluskey, that the sit-

uation in reference to the water used in the upper basin and the

lower basin is exactly reversed. The water that we can not and do

not use flows natufally down to the people in the lower basin. So

that you would suffer no damage on that part.
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Mr. MCCLUSKEY. The question comes, then, Senator, of financing
an irrigation project to which you haven't got a water right, or
which is uncertain, and the water is not appropriated—all the water
is not appropriated for 40 years, 1963—then in 1963 we might he
this same kind of controversy over what we are going to do with
the balance of the water, and we don't want it. Arizona is the one
that is going to ask for that surplus water. We have got the land.
We are the only State that has this surplus land.
Senator KENDRICK. In other words, you do not object, as I under-

stand your statement, to the allocation of the water at the present
time and the volume of water at the present time. It is the pro-
posal to change that volume 40 years hence to which you object.
Mr. MCCLUSKEY. Well, we can not on any theory that you will

adopt, outside of the statement that water is bound to flow down
hill. Now, I have discussed the proposition with Mr. Hopkins, of
Wyoming. He advanced the theory that Arizona could take this
water that is unappropriated and put it to beneficial use, and when
40 years came around say, "It is ours; we put it to beneficial use
and acquired title." I have discussed the matter with Mr. Carpenter,
who takes a different view of the matter, but says there would be a
persuasive argument that Arizona might advance, assuming that
Arizona had put the water to use. We might have a persuasive
argument to advance as to title to the water. I have discussed the
matter with other gentlemen from the upper basin States, who are
inclined to work something out and solve it. I have discussed it
with others who are just as belligerently asserting that everything
belongs to them, as we are asserting it belongs to us over here now.
As I say, and we are in a frame of mind—we are open-minded on the
proposition. We are asserting that we have everything until we
can sit down and apportion it.
Senator KENDRICK. Then, as I understand your attitude, the people

of Arizona are not at very great variance with the people of the
upper basin States in reference to the compact as written.
Mr. MCCLUSKEY. We were, to start with, very, very much exercised

about the proposition of taking water out of the basin and taking
it over into the other drainage area. But as we have now come to
understand the situation and that the possibilities of doing that are
limited to a comparatively small amount of water, that alarm does
not exist, and we feel—those who know irrigation best—that by
utilizing the water in the upper basin it is going to conserve water,
and that the upper basin will be a perpetual reservoir, and will
increase the flow of water.

Senator KENDRICK. Well, do you not agree to that very fact, that
the more water we use in the upper basin the more water you will
have to use in the lower basin?
Mr. MCCLUSKEY. Yes; that is the opinion of the men who under-

stand irrigation best, provided it is in this basin. What we were
alarmed about when the compact was first presented—and there is
still some alarm—some of our people who still think that they can
take an unlimited portion of that seven and one-half million acre-
feet out of the basin. There isn't the disposition to criticize an
equitable apportionment of water to the upper basin.
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Senator KENDRICK. And with a full understanding of that fact, as
demonstrated by all of the experiments and experience of irrigation
and reclamation in the West, would you not consider, as Senator
Phipps has suggested, it a monstrous thing for the Federal Govern-
ment, acting in the capacity of a distributor of this water, to appro-
priate the water in the lower basin and by that act deny it to the
people of the upper basin? By appropriation I mean employ the
water in the lower basin.
Mr. MCCLUSKEY. You are referring to the San Carlos project, or

Coolidge project?
Senator KENDRICK. Not necessarily to any reclamation project.

The principle stands with one as well as the other. Yuma, for in-
stance, is a completed project.
Mr. MCCLUSKEY. Yes, sir.
Senator KENDRICK. Now, assuming the Yuma project was built

and constructed entirely by the Reclamation Bureau in Washington.
Mr. MCCLUSKEY. Yes.
Senator KENDRICK. Would it not be an impossible situation for

that to apply against the people of the upper basin, when we have
as good a right, and had as good a right to ask them for development
in advance as the people of Yuma?
Mr. MCCLUSKEY. I think, Senator, that the upper basin States, the

more irrigation that can be put in the upper basin States, it will
eventually accrue to the benefit of the lower basin.
Senator KENDRICK. I am glad to hear you say that.
Mr. MCCLUSKEY. That you will constitute a reservoir for excess

flood waters. It may hurt us some in excessively dry periods when
you will take the normal flow, but with the provision for the distribu-

tion, a certain amount of it is let down, I don't know as we will be

hurt so much.
Senator KENDRICK. For your information I will state that the

records in the northern States show that the effect and influence of

a dry year are not felt during the year in which it occurs—not in

the lower basin. It is felt in the upper basin, but not in the lower

ote. I believe you referred to the failure of the States to allocate or

distribute the water between the several States—
. Mr. MCCLUSKEY. Yes—

Senator KENDRICK. As shown in the compact.
Mr. MCCLUSKEY. Yes; that was the law that gave them life.

Senator KENDRICK. Yes; but I think it may be information to you,

as it is to those of us in the upper basin States, to know that the

physical conditions applying in those States serve to distribute that

water without any necessity of a written agreement in the compact.

The waters that have their source and origin in my State may be

used there almost exclusively. The same applies to the waters aris
-

ing in the States of Colorado and Utah. So that there was no neces
-

sity of writing anything of that sort into the compact.

Then one question more. You referred to the setting aside of th
e

law of priority right and the substitution of an agreement 
therefor.

Now, in view of your, as I believe, very sound opinions expressed in

reference to an effort on the part of the States to get toge
ther, you

believe that the settlement of his question by agreement is 
better than

the old order of endlss litigation, do you not?
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Mr. MCCLUSKEY. Yes, sir. I don't believe litigation ever helped
anyone except the lawyers.
Senator JONES. Mr. McCluskey, I am from a State, of course, that

is not directly interested in this controversy, and I am not as
familiar with the details of your disputes and controversies as
those of you who are directly involved, but I am impressed with this
idea, that it is going to be extremely difficult to get the legislation
desired through Congress, even if all the States are in harmony and
work in accord, and it is going to be, in my judgment, practically
impossible to get legislation through Congress unless the States are
in accord. I understood you to say a while ago that Arizona had
sought two or three times to confer with reference to this matter, but
that you had been unable to get the other States to confer with you.
Mr. MCCLUSKEY. On two occasions.
Senator JONES. Is that correct?
Mr. MCCLUSKEY. On two occasions the Governor of California

declined a conference. On one occasion he declined to meet a com-
mittee of two prominent Arizona citizens to discuss the possibility of
a conference. We had an ill-fated attempt at a conference here last
June that blew up before we got started. The Arizona committee
did everything in its power. We went to unusual lengths to try and
persuade the other members of the delegation, the delegates from
Nevada and California, to stay here and try to work it out. They
didn't care to do so

' 
and the conference achieved nothing. How-

ever, I have been to lots of conferences that have broken up, and I
have been to conferences when several of the conferees went out with
black eyes. But we have gone back into other conferences and come
out with an agreement. Now, the mere fact that we agreed to dis-
agree and agreed to disagree in a friendly manner, I don't think
closes the door to other conferences that may work something out.
I don't know; all I can say is we are willing.

Senator JONES. I want to say this: I believe very much in confer-
ences. I believe that there is much more hope of getting something
accomplished on a matter like this through conference than there is
by one side or the other trying to thrust something down the throat
of the other side.
Mr. MCCLUSKEY. I agree with you.
Senator JONES. So I just wanted to suggest that this controversy

probably will be settled much sooner if these States will get together
and try to harmonize their differences than otherwise

' 
and I just

wanted to express the hope here for this record that these States
would meet your offer for a conference, if you are ready to do it,
until it is shown that there isn't any, possible hope of accomplishing
anything through it.
Mr. licausKEy. Well, Senator, there are a number of valleys in

California that are menaced every year by floods that come down
there. A joint uniform bill was put through the California Legis-
lature and the Arizona Legislature providing for a boundary com-
mission to adjust the boundary between Arizona and California,
so that protection works could be put in. We have notified the Gov-
ernor of California on two occasions, I believe, that our commis-
sion is ready to fix that boundary, and the Governor of California,has made no effort to appoint his commission or arrange for a hear-
ing. In spite of that fact, Arizona has permitted, through its execu-
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tive, Califonia people, California irrigation districts, to come over
on Arizona soil, bring their steam shovels over, and their dredges
and their men and their plows, and protect the river bed and turn
that river through the Arizona soil in order to protect their projects.
Now, we see the menace in the Imperial Valley just as California

sees it. We see a valley down there that we are told that protec-
tion through their efforts and work is good for about 15 years, and
then that will silt up, and if a big flood comes down that valley will
be inundated and destroyed. We do not want to see a number of
infants floating down there in the sea. We do not want to see that
picture before us. We do not like to be held up as • blocking any
work that will prevent that catastrophe taking place. We think
that California is more interested in this project just now than we
are, because their people are menaced more than we are. We think
they should be more anxious than we are to come over here and
confer with us and try to settle this thing. But we (To over there,
and we find very prominent and influential men in California, men
occupying pivotal positions, telling us cold they don't intend to give
Arizona anything, because she signed away all her rights in the
enabling act. They tell us—to quote the language of one of them,
after he got through telling what California wanted to do, I says,
"Where does Arizona get off?" and he says, "Arizona will have to

look after her own interests." You won't find men occupying promi-
nent pivotal positions in Arizona taking that attitude with reference

to California.
Senator JOHNSON. Who was it said that?
Mr. MCCLUSKEY. When the California committee was over here

Mr. Cragin.
Senator JOHNSON. I am asking just for information.
Mr. MCCLUSKEY. Well, Mr. Chase, of the Los Angeles Chamber of

Commerce, takes the position with reference to Arizona forfeiting

her rights in the enabling act.
Senator JOHNSON. All right; I simply wanted to know the indi-

vidual; that is all.
Senator JONES. Well, I just want to say—I don't care to pass on

the details of these controversies—I just want to state this for the

record: In my judgment progress will be made toward a settlement
e'of this matter if the parties o the controversy will confer as long as

either side desires to confer in the hope of reaching a common

understanding and basis of agreement.
Mr. MCCLUSKEY. Well, with all the emphasis that I can give you,

I say to you that the Governor of the State of Arizona has been

ready and willing and is always willing to appoint committees that

will cooperate in trying to find a solution. I can not make that any

too emphatic.
Senator ODDIE. Mr. IVIcCluskey, you spoke a minute ago of the aid

given Arizona by the Federal Government, and there was an intima-

tion
' 

as I understood it, that that aid was not material, or might

not be considered material hereafter. Are you familiar with the

Federal-aid road legislation?
Mr. MCCLUSKEY. Yes, sir.
Senator ODDIE. Do you realize that that means financial aid from

the Federal Government for the building of roads in the public-land

States?
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Mr. MCCLUSKEY. In all the States, isn't it, Senator?
Senator ODDIE. Yes; but are you familiar with the graduated-scale

provision?
Mr. MCCLUSKEY. Yes, sir.
Senator ODDIE. I happen to be a member of the Committee of

Post Offices and Post Roads of the Senate which has taken the lead
in these matters. Senator Phipps, of Colorado, also a member of
that committee was the author of the bill providing for Federal aid
and the graduated scale provision for the public-land States. I want
to call your attention to the fact that there are at least two members
of this committee here who are particularly interested in seeing
Federal aid granted to the various States for road building.
Mr. MCCLUSKEY. It is true that the Federal Government partici-

pates in the building of some roads, but we maintain them after they
are built on public lands and Indian reservations.
Senator PHIPPS. Not Indian reservations.
Mr. MCCLUSKEY. Yes; we are doing maintenance work on Indian

reservations now, our State highway department.
Senator ODDIE. Mr. McCluskey, are you familiar with the injury

done the lands in the Yuma project; for instance, from the silt that
is being deposited on those lands each year from the irrigation water
from the Colorado River?
Mr. MCCLUSKEY. Yes, sir.
Senator ODDIE. Are you aware of the fact that this silt is doing

not only great harm to the lands, but is resulting in great injury to
the crops each year?
Mr. MCCLUSKEY. Yes, sir.
Senator ODDIE. Are you familiar with the fact that this silt in the

river water as it is coming now to these lands is filling up the ditches
and rapidly damaging the district?
Mr. MCCLUSKEY. Yes, sir.
Senator ODDIE. Are you familiar with the fact that much of this

silt in flood times comes from rivers that enter the Colorado below
the proposed dams you have mentioned, the Bridge Canyon and Glen
Canyon?
Mr. MCCLUSKEY. Below one of them, below Glen Canyon. The

main silt carriers, as I understand it, in Arizona are the Gila and the
Little Colorado. The Virgin is also rather muddy. The Little Colo-
rado would be below the Glen Canyon site, but above the Bridge
Canyon site.
Senator ODDIE. How much storage can be provided in the Bridge

Canyon site?
Mr. MCCLUSKEY. The latest figures I saw on that—I am told that

this document gives some new figures on it, depending on the height
of the dam. The high-type dam that was proposed in there, if I
recall correctly, was about 10,000,000 acre-feet.

Senator ODDIE. What height would that be?
Mr. MCCLUSKEY. I think it was around eight—between eight and

nine hundred feet for that particular storage.
Senator ODDIE. How much storage would be given in the Boulder

Canyon Reservoir as proposed with the 605-foot dam?
Mr. MCCLUSKEY. I think it was around 30—they have talked so

many different height dams that my figures may be confused on it.
I think 34,000,000 was the maximum on their 605-foot dam.
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Senator ODDIE. Would that dam provide ample storage and pro-
vide for desilting the river amply?
Mr. MCCLUSKEY. Well, as we see it, you don't need that much

storage on a three-year regulatory proposition for the lands that will
be below the 706-foot contour, unless you are going to give the water
to Mexico. The same height dam at Glen Canyon, as we understand
it, will store more water than the Boulder Canyon Dam.

Senator ODDIE. With the dam at Glen Canyon, there would still
be the flood menace from the Virgin River and the Little Colorado,
and the enormous amount of silt brought down by those rivers.
Mr. MCCLUSKEY. Well, the total amount of water brought down

by the Virgin and the Little Colorado, if the rivers were regulated
up above, would not constitute much of a menace down below.
Senator ODDIE. In case of a flood, I mean, would not that be a

menace?
Mr. MCCLUSKEY. Well, the flood proposition is predicated on the

fact that you have got a control at Glen Canyon that would control
it there. Your flood is regulated there.

Senator ODDIE. That would not control the flood that would come
in from the Virgin River.
Mr. MCCLUSKEY. Another thing about the Little Colorado floods,

they come down during periods when the Colorado itself is not in
flood. The same thing applies to the Gila floods, more or less. It
is only occasionally that a Gila flood will go down and join with a
Colorado flood, and that is what causes the damage.
The CHAIRMAN. As a concluding- question, Mr. McCluskey, I wish

you would state to the committee the attitude of the State of Arizona
in respect to the control of the flood waters of the Colorado.
Mr. MCCLUSKEY. Well, just on flood control, May, June, and July

floods come down the Colorado which give the land down there all
the water it needs. If the floods are controlled it gives them all the
water they want during July, August, and September. Then their
normal flow comes along and gives them all the water they want for
winter. As far as Mexican lands are concerned, and as far as Cali-
fornia putting in all the land that she expects to put in there, they
would get all the water. They would get the permanent water right
to all the water they could use down there on that basis. We want
some understanding on flood control alone, on the basis of appro-
priations that might be made as a result of the flood control going in.
The CHAIRMAN. You want the appropriations to be made solely

by the Federal Government?
Mr. MCCLUSKEY. If the Federal Government controls that flood-

control proposition, I don't know as we could stop them on that
proposition. That is a matter I think they probably would have
control over. If power and irrigation are to be derived as a result
of that flood control, why then I think we would have to be con-
sulted and we would have to be interested in the matter as to any
appropriations that might be made as the result of it.
The CHAIRMAN. Very well. You referred to a document, a few

moments ago. May I see that? I desire to determine whether it
should be inserted into the record.
Mr. MCCLUSKEY. That is this New York conference?
The CHAIRMAN. Yes.

S R-69-1—vol 2-42
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Mr. MCCLUSKEY. I hate like the dickens to let go of that because
we can not get another one.
The CHAIRMAN. Well, it won't be needed of record. We will see

that you get it back. I presume copies can be had in the office of
the Secretary of the Interior.
Mr. MCCLUSKEY. Yes.
The CHAIRMAN. And tke committee will provide copies for the

members. We are indebted to you, Mr. McCluskey, for your state-
ment.

STATEMENT OF THOMAS MADDOCK, CIVIL ENGINEER, PHOENIX,
ARIZ.

Mr. MADDOCK. Mr. Chairman, I will try to hurry. I know you are
tired.
The CHAIRMAN. You are allotted 15 minutes.
Mr. MADDOCK. All right. I will still try to hurry.
Mr. Chairman and members of the committee, you are here to

secure Arizona's viewpoint on the Swing-Johnson bill. Your time
is brief, so I will not waste it by trying to be diplomatic. No man
may assuredly speak for a State, so I but express my own opinion.
The real question at issue is the division among the seven States of
the Southwest of the resources of the Colorado River.

Investigation has clearly shown there is not enough water for all
ultimate demands. Some one must go without. No one wants to do
so. Some form of division must be agreed upon. Congress may
not want to make this division. Some authorities deny Congress pos-
sesses the legal authority to directly divide the waters among the
States. But it is self-evident that Congress can take no action nor
make any appropriation for any dam, reservoir, or canal at any loca-
tion without automatically influencing the division among the States
of the future benefits to come with the taming of the Colorado
River.
This fact warrants a complete investigation of the whole basin

prior to action. You have spent the last week or so in hearing what
California wanted and what could be done by her if she were per-
mitted to invade Arizona and Nevada, take our natural resources
and develop them for herself. I doubt if there is a single thing that
the citizens of California have told you they want that Arizona can
not easily and cheerfully give to them. We admit their necessity for
flood and drought protection. We admit their need for cheap elec-
trical power, and that their additional easily irrigated land should
be developed and cultivated. We only object when they try to ad-
vance their present necessities as reasons for securing a future
monopoly of the river. We object when they not only demand dams
for flood and drought protection but insist on saying just where,
how, and when these shall be built in our own State. We must want
to know now how the water of the Colorado is to be divided. Ap-
parently the division can be accomplished in four different ways.

1. An act of Congress directly nationalizing the river and in-
directly dividing its waters. This is the plan of the Swing-Johnson
bill. It may not be constitutional to enforce against the will of a
State.
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2. The Supreme Court might divide the water, as. was done in the
Kansas-Colorado decision of 1906 and the Colorado-Wyoming case
in 1922. The one is based on equity; the other on priority and
beneficial and economic use. Another different decision in 20 years
may change matters again.

3. The division might occur by the gradual economic development
of the river regardless of State or National boundaries. Irrigation
and power projects to be installed as financed, those first beneficially
using the water being entitled to it. This is the present method. It
is not working now, because it is opposed by a politically powerful
group of upper basin States who realize that the lower basin is sus-
ceptible of the quicker economic development.

4. The States might divide the water among themselves by joint
agreement. This plan was adopted by Congress and accepted by the
seven State legislatures in 1921. It was attempted at Santa Fe to
follow this plan, but the delegates failed to carry out the instructions
of Congress and their State legislatures. They divided the water
between basins instead of among the States. Their work was incom-
plete, so this problem is still with us. It is still with Congress.
Arizona has not and should not accept the Santa Fe compact as it

stands. She can justify this position before the world.
Arizona could not accept an economic division of the water, re-

gardless of State line, or she could accept the political division pro-
posed by Congress.
The upper basin opposes the former and California refuses to

discuss the latter. Arizona can not accept an unfair combination of
these two plans as proposed at Santa Fe. She can not allocate half
the water to the upper basin for their slow development and let Cali-
fornia and Mexico take the other half by their quick development.
Arizona could compete with the upper basin States. We are alike in
relative slow development.
We can not compete as far as time is concerned with richer and

more populous California if Congress intervenes and becomes her
ally. Arizona possesses the best reservoir sites. California has the
land easiest to irrigate. As the water, the low water flow of the
river is overappropriated both reservoirs and land are needed for
additional development.
Can Congress in justice nationalize Arizona resources of reservoirs

and allow California to keep hers of lands, and expect Arizona to
have a fair chance in the future? We know the short red sword of
Rome conquered the world, but we are not afraid of the long green
currency of Los Angeles making Arizona its economic vassal, unless
you betray us to her with the Swing-Johnson bill. The astounding
things to me in this whole Colorado question are that while justly
demanding and receiving at Santa Fe time for its slow development,
the upper basin should criticize Arizona for asking for the same pro-
tection, and while California consented to the definite allocation • of
water to the politically powerful upper basin, her governor and legis-
lature for more than two years have refused to even discuss a divi-
sion of the Colorado River with politically weak Arizona, and she
accuses us of being the "dog in the manger."
I can not understand how anyone can fail to see that the Santa Fe

compact in protecting the upper basin against the danger of the
quick development in California increased and transferred this
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danger to Arizona. Arizona is for development and improvement.
Nature has given this State neither in agriculture or mining small
units of natural resources easily developed. Our problems are large,
and I think you will find our viewpoint large accordingly. I think
you will find no one in Arizona opposing the All-American Canal,
unless you try to make Arizona's resources instead of the National
Treasury pay for it.
We are opposed to the Santa Fe compact and the Swing-Johnson

bill because they hurt Arizona, just as the other States are against
certain actions in the Colorado River which they feel would be
harmful to them. Santa Fe is not Sinai. The compact is nothing
but a contract between interested parties. It is not devine. No other
State has shown any altruism in this transaction, but Arizona alone
has not posed as being benevolent. We admit that this is a business
proposition; that each State is fighting for its future. We have
been anxious for two years to arbitrate and do not want you to
disarm us until the treaty of peace is signed. Part of the fight is
over. The upper basin won at Santa Fe all of the water she can
ever use. Naturally they would like to close the deal. They are
politically strong enough to keep what they have won. They may
even ask for a new conference to fix a few matters they overlooked in
the last one.

Personally I do not begrudge them the use of their own water on
their own soil. They are entitled to an opportunity to grow. Dis-
tribution of wealth and population among all the States will make a
far better country than concentration in a few districts. If Congress
should make Los Angeles the only port of entry for foreign com-
merce on our Pacific coast, the resultant boom would put buildings
on every one of the extensive subdivided lots of that city; but would
it be fair to the other coast cities? Is it logical for Congress to
inaugurate a program that will pump Colorado water 1,500 feet to
irrigate land outside of the Colorado Basin in the vicinity of Los
Angeles, while there are nearly 1,000,000 acres of land in Arizona
that can be irrigated with one-sixth of that water pumping lift?
There is no question there or here of drinking water for a thirsty

people. Testimony at the congressional hearings showed there was
enough water in the Owens and Mono Valleys to supply 100 gallons
per day to 10,000,000 people in Los Angeles. They are now asking;
for 2,000 second-feet out of the Colorado. This amount would pro-
vide a daily supply for 13,000,000 more people. If you are going to
begin now to plan for drinking water for Los Angeles after popu-
lation becomes 23,000,000, would it not be advisable for some one to
worry about getting water onto Arizona land in order to raise food
for this population?

Southern California can get everything that she needs from
Arizona in exchange for a definite allotment of water to us. There
will be two or two and one-half million acres of land irrigated in
the lower basin in the United States. Approximately half of this is
in California. Once reservoirs are constructed most of this Cali-
fornia land can be irrigated cheaper than the bulk of the land in
Arizona, and it can be more readily financed, as California has the
advantage of population and wealth in her favor. We want the
opportunity to develop the second million acres in this State. We
have the land and know we can irrigate it. Should we fail, a sue-
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ceeding generation in Arizona can relinquish our right to the unused
water. No State controlled by American people will ever hold what
it can not use against the needs of a sister Commonwealth. If you
pass the Swing-Johnson bill before the water is divided, you compel
our power resources to pay for California irrigation, and when our
own irrigation projects come they must pay their own way. Should
they be pumping projects and use electrical power, part of the Ari-
zona farmers power bill must go to subsidize the California farmers'
irrigation project.
We have heard that the Federal Government is desirous of getting

rid of their merchant marine and of the Muscle Shoal power project;
that they wish the States to assume more of the responsibilities of
government; that you would like for us to build our own roads;
build our own reclamation projects; drain our own swamps; collect
our own inheritance tax; and even enforce prohibition. Why should
the Government go into the power business in the Southwest, after
failing in the Southeast, by making an appropriation of money that
we do not need? Are the taxpayers now satisfied, or do they want
the Federal Government in the Colorado to follow its course in the
Tennessee? The Southwest can finance its own Colorado River de-
velopment, just as Congress can, by bonds to be repaid by Southwest
power consumers. We do not need the Federal Government for a
collection agency.
If you will definitely kill the Swing-Johnson bill early in Decem-

ber, the lower basin States can quickly get together on a supple-
mental agreement to the Santa Fe compact. There is no individual
or group in Arizona to blame for the failure of the last conference
between the lower basin States.
Had California's representatives been sincere in their statement

that there was no hope in the attitude of our 
governor, 

then they.
could have readily conferred with a waiting Arizona legislative com-
mittee and put up so fair a proposition that they could have appealed
to our people over the head of our chief executive. The fact that a
senatorial committee was due here early in November precluded a
tri-State agreement in August. California would be foolish to trade
with Arizona if she can get what she wants from Congress for noth-

ing. She knows that if the States agree on a construction program
that a Federal appropriation is not necessary. We are both playing
a game, with the future on the stakes. Arizona is risking some slight

possible damage in the vicinity of Yuma, but California is gambling
that a flood like that of 1884 will not drown out her whole Imperial

Valley before flood protection is finally secured. The levee systems
may take care of the water and silt for 15 years if the floods are lim-
ited to 200,000 second-feet, but what will they do with a 350,000 or
400,000 second-fleet flood?
We are approaching a wet portion of our cycle in rainfall. Two

years have been wasted already in talk. It is possible that a quickly
built dam at Topoc is the only thing that can save the Imperial
Valley from the next big flood.
I am opposed to a high dam at Boulder because it is poor engineer-

ing to spend $2 for what you can 0-et for $1, and to waste good mate-

rial in doing so, such as 260,000 horsepower and 680,000 acre-feet of

water per annum. A series of dams built after the completion of

one at Glen Canyon would need approximately one-third of the spill-
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way capacity that they would require if built from Boulder Canyon
up the river.
Cutting off the silt above will tend to deepen the river channel and

thus reduce the depth to rock foundation. Control of the floods
above will greatly reduce the cost of taking care of the river while
lower dams are being built. These items will much more than offset
the additional cost of immediate interest necessary to pay on the
additional cost of a dam at Glen Canyon, and the longer transmis-
sion lines to where the power is to be used. I think that it is poor
engineering to experiment on so vital a matter as a dam to be two
or three times as high as any existing structures when it is possible
to proceed with a program that conforms to standard practice. But
mainly I am opposed to the Swing-Johnson Boulder Canyon Dam
because it constitutes an indirect and unfair division of the Colorado
River as between Arizona and California. Even if we are protected
by a treaty with Mexico, Arizona would be hurt by the Boulder
Canyon Dam or any dam built before a division of the water is made.
I am not only opposed to the Boulder Canyon Dam, but I am op-
posed to even throwing a pebble in the stream if it is going to hold
back that stream and permit Mexico to get the water.
Any flood-control dam will result in the quick irrigation of ap-

proximately 1,000,000 acres in California as against some 260,000
acres in Arizona, of which some 110,000 acres would be economically
outside of Arizona, in an Indian reservation. A flood-control dam
would therefore constitute an immediate division of the Colorado
waters in which California would secure seven times as much as
Arizona. The increased wealth and population going to California
with this new land would increase our difficulty of competing with
that State for the remainder of the water.
I have no responsibilities of office and not a great deal of timidity,

for I am going to suggest a possible solution, in view of the fact that
several Senators have suggested that Arizona's position was merely
negative.
A fair division is possible. No man can guarantee what a State

will do, but I feel sure Arizona would accept the following agree-
ment with California and Nevada:

1. Notify Mexico that the United States will use all of the water
of the Colorado River developed by the storage within the United
States. This would not prohibit the treaty making branch of our
Government negotiating a treaty with Mexico which will give that
nation out of the normal flow of the river the water to which she is
morally entitled.

2. Reserve the tributaries of the Colorado River located in Ari-
zona, California, and Nevada to these respective States. Then there
is more land than water to irrigate the valley's tributaries in the
lower basin. They are therefore entitled to it. They should not be
exposed to litigation or anything which will hinder the sale of
bonds and thus add expense to these local projects.

3. Allot Nevada whatever reasonable amount of the water of the
main Colorado River that she can use. Divide the remainder, re-
ceived at Lees Ferry, equally between Arizona and California, per-
mitting each State to decide the location of its water diversion.
This would merely recognize that the water which arrives at Lees
Ferry is surplus which can not be used in the valleys of the upper
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basin in which it originates. If this excess water is thus equally

divided, California would get all she can use immediately and Ari-

zona's future would be secure.
4. Reserve to Arizona the right to control and secure revenue from

hydroelectric development located entirely within Arizona, and to

possess an equal authority in such matters with other States where

the river forms the boundary. This would only give to Arizona the

right now possessed by every other State in the Union, and I would

like to call your attention to the fact that New York is exporting

power now; and just the other day the State of Maine repealed a

constitutional amendment that prohibited their exporting of powe
r

and it has enabled them to develop the Bay of Fundy project.

5. Encourage every private or public development at any site on

the Colorado River that will not interfere with some more 
im-

portant location.
Now, gentlemen, you are the judges and you are seeking advice.

There are 6,000,000 acres now irrigated in California. Arizona does

not possess one-tenth that amount. Eventually California will be

able to put from twelve to eighteen million acres under irrigatio
n.

Arizona will never be able to poSsess one-fifth this many. The water

in the San Joaquin and Sacramento Rivers alone in Caiifornia's

great central valley amount to twice that of the Colorado River.

The maximum power development of California will some day be

9,000,000 horsepower.
You gentlemen are not seeking to divide that with any other State.

Arizona's maximum amount, including the Colorado, will never be

over two-thirds this amount. Should Arizona agree to equally

divide the water of the Colorado with California, under these 
cir-

cumstances what more can be asked? Should Congress, by passing

the Swing-Johnson bill, nationalize the Colorado and give our gre
at

resource to California, you will not have settled this question. Lin-

coln said, "No question is settled until settled right, and it is not

for any State to be forced to surrender its present resources or future

opportunities. If Arizona does not consent to such action, some

day when a larger and more powerfully political State is involved

their resistance will be successful and Arizona will secure restituti
on

on the precedent established by that large and politically powerfu
l

State. In the meantime however, Congress will be a governing

body that followed the Old, unfair injunction, "To him that b
ath

shall be given, and from him that hath not shall be taken away e
ven

that which he hath."
The CHAIRMAN. For the record, Mr. Maddock, will you give you

r

full name and address?
Mr. MADDOCK. Thomas Maddock, engineer, Phoenix.

The CHAIRMAN. What experience have you had?

Mr. MADDocx. About 25 years, sir.
The CHAIRMAN. Are you connected with the State of Arizona in 

an

official capacity?
Mr. MADDocK. No, sir. I have been. I am not now.

Senator PITTMAN. Mr. Chairman, for the benefit of the record,

Mr. Maddock in his most interesting paper made one er
ror. He

stated that the committee was authorized by the Senate to in
vestigate

the Swing-Johnson bill. The committee has power to investigate

all of the propositions embraced in the Swing-Johnso
n bill, and
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many of those propositions have been presented during the trip, and
some were presented to-day by Mr. Maddock. But the authority
of the committee was to come out here and make a complete study
of the Colorado River Basin, and the problems affecting the basin,
with relation to the Colorado River development.
Mr. MADDOCK. I am glad to hear that, Senator, because all we

want is a complete investigation. But I didn't know what the
authority from Congress was. I didn't know that. I was basing
my information upon what I saw in the Los Angeles papers, which
indicated that the Swing-Johnson bill was the subject of investigation.

STATEMENT OF HON. F. A. REID, PRESIDENT OF THE SALT RIVER
VALLEY WATER USERS' ASSOCIATION

Mr. REID. Mr. Chairman and gentlemen of the committee, I was re-
quested by Governor Hunt to attend this meeting and try to give
this committee some of the viewpoints of Arizona with reference to
this development which you have under discussion.
The CHAIRMAN. Give your occupation.
Mr. REID. I am president of the Salt River Valley Water Users

Association. I am representing the Governor of Arizona at this
conference.
Some time ago there was a conference called by the Governor of

Arizona between California and Nevada to discuss this question and
see if we could not arrive at an agreement. For the last couple of
years this Santa Fe pact has been before Arizona, California, and the
balance of the States, and Arizona has refused to ratify it. I might
say that I do not think to-day there is a possible chance of Arizona
ever ratifying that pact as written. I am like my friend who pre-
ceded me: If some of the objectionable points were taken out and
some others put in, the chances are we would have an agreement.
But it would have to be entirely different from what it Another

• thought that I have in mind is that I think the Governor of Arizona
is deserving of having a monument built to him down on Grand
Canyon by the people of Southern California for saving their
water supply. Under that pact the allocation of water would not
give Arizona or California, either one, a chance for further develop-

• ment. It would not give them a chance to make this million acre-
foot development for the benefit of Los Angeles and the coastal
plain cities, nor it would not give them an opportunity to take in
any additional land. We, in Arizona, are using. to-day practically
all the water allocated to us under that pact, so we feel that we have
good reason for not ratifying the Santa Fe pact. We do not feel that
we will ever ratify it, because we have some rights, we feel, in the
river, and some rights in the water. We feel like we should be en-
titled to go ahead with our development in an orderly manner and
as we see fit. There has been no disposition on the part of Arizona
to play the dog in the manger. We have been accused of that by
some of the Los Angeles papers.
What Arizona wants to-day is to work out an agreement as between

California and Arizona and Nevada whereby the benefits of this de-
velopment will be allocated in a way that will be satisfactory to all
parties. If that is done, Arizona is ready to go ahead at any time
with this development. We do not care where the dam is built;
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whether it is built at Boulder Canyon, Black Canyon or Bridge
Canyon. Our desire is to build this dam at the most advantageous
place to build it, at the most economical place, where we can get the
most benefit from it, both for Arizona and California. We feel we
know something about this construction work. We have been carry-
ing on some development of this same kind in Arizona. We have,
practically, now under course of construction, very fully developed,
both the Salt and the Gila, Rivers or, it will be so when these projects
are completed that are under construction now.
We have under irrigation about 500,000 acres of land in those

valleys. We can irrigate from the waters of the Colorado River
some 500,000 to 3,000,000 acres of land, depending on the economic
question entirely, as to what it Will cost. We have got the land.
There is not enough water to irrigate all the lands that are sus-
ceptible of irrigation in California and Arizona from the Colorado
River to-day. Practically all the waters of the Colorado to-day are
appropriated for Imperial Valley, and they haven't enough in, the
dry season. We find we can only store for about a three-year period,
and for that reason we feel that this water should be saved for those
States who go ahead and make the development based on the rights
or prior appropriation and beneficial use. We do not feel that we
have to go into a pact with the upper basin States to protect our

interests. We feel that the physical situation is such that we are
fully protected against the upper basin States, allowing them to go
ahead and develop such higher land as they can develop economi-

cally and feasibly during this period. We have no objection. We
do not understand why they should object to us going ahead on the
same basis.
That, I think, is about the position of Arizona, as I take it, with

reference to this pact. I feel that there is no doubt there is common

ground for these three States to get together and go ahead with

this development. If the United States Government sees fit to make

an appropriation for flood control, we will be very favorable toward

; but we do not want any appropriation from the Government

which is going to nationalize that river, or which is going to take

away from Arizona the power which we feel justly belongs to us.

We feel that we are entitled to that. We feel that we want to go

• out and sell it for all the traffic will bear, and put the money in

our pockets. We do not feel it is anybody's business what we do

with our natural resources. We are ready to finance our part of

it, can do it immediately the scheme is worked out. If an appropria-

tion by the Government was made for flood control, it does not seem

reasonable that those lands benefited should ever have to pay a

tax. There may be some grounds for them paying a tax, but it

seems to me more or less of a menace to the property of the United

States Government if they made an appropriation. It does not

seem reasonable that they should pay it back. But, however, I

suppose those people are in such need of that that they would agree

to pay it back to the United States. It seems to me that this whole

thing can be financed, can be developed by the three States jointly

without anybody's interference, or without anybody's gratuity.

That is the way we feel about it.
Senator PHIPPS. Mr Reid, I understand that you estimate at

least 3,000,000 acres of land in Arizona susceptible of irrigation?
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Mr. REID. Possibly 5,000,000.
Senator PHIPPS. Assuming three or four, you could not put water

on the lands without taking the flow of the Colorado River by
holding the flood waters back by a dam could you?
Mr. REID. There is only one source from which to get water on

the desert lands alone"
h 
the Arizona and California border, and that

is from the Colorado River.
Senator PHIPPS. But I am asking for the acreage that can be ob-

tained without having a retaining dam.
Mr. REID. We can not irrigate any acreage to speak of without

having a dam for conservation of the flood waters of that river.
Senator PHIPPS. Therefore, your people are favorable to the hold-

ing back of the waters, and flood protection, and having a dam.
Mr. REID. Yes, sir.
Senator PHIPPS. Do I understand that the people of Arizona are

in case an arrangement could be made whereby a dam
could be constructed, to pay that proportion of the cost of that
dam in order to secure the water?
Mr. REID: Yes, sir; they would be glad to do that. On the other

hand we would want an agreement whereby we were sure of our
portion of those waters and the power development.
Senator PHIPPS. Well, if you paid your proportion, it would

naturally follow that you should be protected in your rights.
Mr. REID. To be used where we see fit.
Senator PHIPPS. But if the program were rather different, and if,

as has been indicated, the Federal Government was called upon to
construct a dam to break the flow of the river, could you expect the
representatives from the upper States to join in voting for the
appropriation between Arizona and the upper States, if California
and Arizona had agreed upon some proper division of the water?
Mr. REID. I think the upper basin States as far as we are con-

cerned, are beside the question. I do not believe that Arizona will
ever enter into any agreement with the upper basin States, except
based on the laws which we have to-day of prior appropriation and
beneficial use of those waters. If they put them to use before we
do, under the law as I understand it to-day, it belongs to them. If
we use it before they do, it belongs to us.
Senator KENDRICK. You make that statement in the face of the

fact that all experience in irrigation shows that—the use of the
water in the upper basin does not deny the use of the same water
in the lower basin.
Mr. REID. That is true, possibly, Senator, to the extent of about

30 per cent of the return flow. The balance of 65 per cent is lost.
Senator KENDRICK. That is the lowest estimate I ever heard

made. All reclamation experience agrees that the more water em-
ployed in the upper levels the more perpetual and uniform the flow
becomes in the lower basin.
Mr. REID. Well, that does not work out down in the Salt River

project where we have had much of the return flow for the last
ten or fifteen years. It shows that our return flow will amount
to probably 30 per cent;. not to exceed 30 per cent. The balance is
lost in plant growth and saturation, underground water.
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STATEMENT OF HON. SAMUEL WHITE, ATTORNEY AT LAW,
PHOENIX

Mr. WHITE. Mr. Chairman and members of the committee
'
my

name is Samuel White. My business is that of attorney at law;
residence, Phoenix, Ariz.
The CHAIRMAN. You have lived here since you removed from

Oregon?
Mr. WHITE. I have lived here since the close of the late unpleas-

antness or late war. I was a resident of the State of Oregon at the
time I entered the service of the United States Army.
The CHAIRMAN. Very well, Judge.
Mr. WHITE. I assume, this committee being largely composed of

lawyers, that they are familiar with the legal situation as applicable
to the Colorado River.
I am of the opinion that no development will ever be completed

on the Colorado River until the States interested in the development
get too-ether in some kind of an arrangement for the settlement and
adjustment of their various rights and contentions.
Arizona occupies this position: I assume that you all know this,

that when this section of the country was taken over by the United
States Government after the. close of the Mexican War the Govern-
ment of the United States took the bed of the Colorado River in trust
for the whole people of the United States, or for the people of the

State when organized out of that Territory.
The State of Alizona, by virtue of its sovereignty, owns the bed

of the Colorado River for the use and benefit of all the people of

the State of Arizona. That being true, it seems to me that it is

fruitless to undertake to build a dam—whether the Government or

anybody—to build a dam in the Colorado River until these differ-

ences are harmonized and the States come together in some kind of

a compact, an agreement by which they can develop the Colorado

River.
But until that is done Arizona, standing on her rights, says to

you gentlemen that neither the Government of the United States nor

any other power can build a dam in the Colorado River without the

consent of the State of Arizona. That being true, why, it seems to

me the part of wisdom on the part of some of these States, instead

of coming to Arizona with a belligerent attitude, to come with a view

of adjusting these conditions in a peaceable and amicable manner.

As far as the right of eminent domain is concerned, that is with

the State. The Government of the United States has no power to

exercise the right of eminent domain as against the sovereign State

of Arizona in the Colorado River
' 

the bed of the Colorado. It is

true that the Government of the United States owns the land on

both sides of the river, so that the Government of the United States

can prevent Arizona from build ing a dam in the Colorado River.

The CHAIRMAN. You say the Government can prevent it?

Mr. WHITE. As the owner of the land on either side, the Govern-

ment can prevent the State of Arizona from building a dam in that

Colorado River and diverting the waters over Government lands.

As far as the enabling act is concerned, I want to say to you that

the enabling act, the Government only reserved lands bordering
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on the Colorado River which should be selected when the lands
were surveyed—legal subdivision of those lands surveyed—and the
Secretary of the Interior would make a selection of those lands.
Those lands have been selected. They are now held by the Govern-
ment. They have been withdrawn from sale and are held by the
Government of the United States.
The CHAIRMAN. We understand.
Mr. WHITE. The enabling act never at any time undertook to deal

with the bed of the Colorado River—never has undertaken to do so—
and if it had, if in the enabling act the Government of the United
States had undertaken to reserve the bed of the Colorado River, it
would have been an unconstitutional act and one that would not be
binding upon the State of Arizona.
The CHAIRMAN. Judge, illustrating your argument, the Govern-

ment could not build a dam at Boulder Canyon without the consent
of the State of Arizona.
Mr. WHITE. It would have to be built with the joint consent of

the Government of the United States and the State of Arizona, sir.
The CHAIRMAN. Then you think Arizona legally occupies a veto

on all the development of the Colorado River?
Mr WHITE. Arizona, sir, does not wish to exercise that veto

power.
The CHAIRMAN. It isn't a question of what it wants to do. Has it

that legal right, in your opinion?
Mr. WHITE. Yes, sir; they have that legal right.
Senator DILL. I wanted to ask you this question. This is not

purely a legal question, but you might be able to give me an answer.
Is it your opinion that if Bridge Canyon were decided upon, that theState would not attempt to interpose any legal objection?
Mr. WHITE. That is my understanding of the attitude of the au-thorities in this State and of the people of this State.
Senator DILL. That is the attitude of the administration of the

State?
Mr. WHITE. Yes, sir; as I understand, that is the attitude of the

administration.
Senator SHORTRIDGE. Merely a question of law, in your opinion.

Do you carry in your mind the language of the enabling act, to which
you referred?
Mr. WHITE. I will read it to you.
Senator SHORTRIDGE. If it does not take too much time, will you

read that language?
Mr. WHITE. ehave it right here. The reservation clause of the

enabling act is found in section 28, which reads as follows:
There is hereby reserved to the United States and excepted from the operationof any and all grants made or confirmed by this act to said proposed Stateall land actually or prospectively valuable for the development of water poweror power for hydroelectric use or transmission, and which shall be ascertainedand designated by the Secretary of the Interior within five years after the proc-lamation of the President declaring the admission of the State.
The designation by the Secretary of the Interior is all land of the

United Sates which when surveyed will be included within legal
subdivisions in certain designated townships. Beds of rivers are
never land within the contemplation of the Government in making
legal subdivisions.
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Senator SHORTRIDGE. That is exactly what I wanted to ask you,
whether that language was broad enough to include the bed of a
river?
Mr. WHITE. NO, sir; it is not.
Senator SHORTRIDGE. That is your contention?
Mr. WHITE. Yes, sir.
The CHAIRMAN. Judge, do you occupy any official position in the

State of Arizona?
Mr. WHITE. I do not, sir. I prepared this brief.
The CHAIRMAN. Are you here purely as a representative of your

profession and in an individual way?
Mr. WHITE. I am here, sir, at the request of the executive of this

State to explain the legal situation, sir.
The CHAIRMAN. Very well, Judge. I have a great regard for your

legal attainments, and I make the request, as chairman of the com-

mittee, that you prepare a brief setting forth the legal situation,

supported by such decisions and statutes as you may desire to refer.

There is no hurry about it. This record will not be printed until the

committee has had time to go over it and after their return to Wash-

ington. If you will send it directly to me some time between now

and the 1st of December, I think we would all appreciate your kind-

ness.
Mr. WHITE. I thank you, Senator. I would be very glad, indeed,

to render that service, sir.

MEMORANDUM OF LAW POINTS AND AUTHORITIES RESPECTING
 THE RIGHTS OF

ARIZONA IN THE COLORADO RIVER

[Prepared by Samuel White, attorney at law, Phoenix, Ariz.]

THE COLORADO RIVER IS A NAVIGABLE STREAM

It is so described in the Swing-Johnson bill, introduced in Congress by

the California delegation to authorize the constructi
on of a dam at Boulder

Canyon. It has always been so treated by the Government of th
e United

States in the official survey of public lands bordering upon 
banks, and the char-

acter of the stream meets the legal definition of what c
onstitutes navigability.

In England those waters only, including rivers, were 
regarded as navigable

in which the tide ebbed and flowed. This doctrine was early repudiated

by the United States as being unfitted to the conditio
ns in this country, where

many of the rivers are, in fact, navigable for many mi
les above the highest

reach of the tide, as well as the Great Lakes on the n
orth and many inland

lakes, in which there is no tide and which were also n
avigable and, in fact,

used as great highways for commerce.

The Supreme Court of the United States examined this question many

years ago in the case of the Daniel Ball v. United 
States (19 L. ed. 999), and

said:
"Those rivers must be regarded as public navigable 

rivers in law which

are navigable in fact; and they are navigable in 
fact when they are used or

are susceptible of being used, in their ordinary 
condition, as highways of

commerce, over which trade or travel are or may 
be conducted in the cus-

tomary modes of trade and travel on water."

To the same effect may be cited Moore v. Sanborne
 (2 Mich. 519) ; Brown v.

Chadbourne (31 Maine 9) ; the Montello (U. S.) (22 L.
 ed. 391) ; Hickock v.

Hine (23 Ohio State 523) ; Diedrich v. Railway
 Co. (42 Wis. 248) ; Attorney

General v. Woods (108 Mass. 436) ; Rowe v. Granit
e Co. (21 Pick (Mass.)

344) ; Railway Co. v. Brooks (39 Ark. 403).

In the case of Economy Light & Power Co. v.
 United States (65 L. ed. 847)

the question involved was the navigability o
f the Des Plaines River in the

State of Illinois. It was held to be a navigable river by the Supreme
 Court

of the United States, although there was no evi
dence of actual navigation
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within the memory of living man, and that there would not be any inter-ference with navigation by the construction of the dam. But the court foundthat in its natural state the river was navigable in fact, and that it wasactually used for the purposes of navigation and trading in the customaryway and with the kinds of craft ordinarily in use for that purpose on riversof the United States, from early fur-trading days (about 1675) down to theend of the first quarter of the nineteenth century. The court again definedthe test of navigability:
"The test is whether the river, in its natural state, is used, or capable ofbeing used, as a highway of commerce, over which trade and travel are ormay be conducted in the customary modes of trade and travel on water.Navigability, in the sense of the law, is not destroyed because the watercourseis interrupted by occasional natural obstructions or portages, nor need thenavigation be open at all seasons of the year or at all stages of the water."If the Colorado be not a navigable stream, the Federal Power •Commissionhas no interest in or jurisdiction over the stream. The title of the act andthe powers of the commission are "To provide for the improvement of navi-gation, the development of water power, and the use of the public lands inrelation thereto ; and the term 'public lands' is defined by the act to meansuch lands and interests in lands owned by the United States as are subjectto private appropriation and disposal under public land laws."
The fact that a stream, because of falls or rapids, does not furnish themeans of unbroken navigation, does not affect its navigability. In the Montello

case, supra, the Supreme Court of the United States said:
"The learned judge of the court below rested his decision against the navi-gability of the Fox 'River below DePere Rapids chiefly oil the ground thatthere were before the river was improved obstructions to an unbroken naviga-tion. * * * Apart from this, however, the rules laid down by the district

judge as a test of navigability can not be adopted, for it would exclude many
of the great rivers of the country, which are so interrupted by rapids as to
require artificial means to enable them to be navigated without break. Indeed,
there are but few of our fresh-water rivers which did not originally present
serious obstructions to an uninterrupted navigation. In some cases, like the
Fox, they may be so great while they last as to prevent the use of the best
instrumentalities for carrying on commerce; but the vital and essential point
is whether the natural navigation of the river is such that it affords a channel
for useful commerce. If this be so, the river is navigable in fact, although its
navigation may be encompassed with difficulties by reason of natural barriers,
such as rapids and sandbars."
The statement of law as summarized in 29 Cyc. 239 is abundantly sup-

ported by the decided causes:
• "Water is navigable in law, although not tidal, where navigable in fact,
and is navigable in fact where it is of sufficient capacity to be capable of
being used for useful purposes of navigation, that is, for trade and travel
in the usual and ordinary modes. This rule is not only the one which
prevails in nearly all of the States in the country, but was also the rule
under the civil law * * *. It is immaterial that the stream is not navi-
gable in its entirety if it is in fact navigable in whole or in part."
And again:
"Navigable waters do not lose their character as such because inter-rupted by falls, if they can be used for purposes of commerce both aboveand below the falls, nor because of the existence of other obstructions notpreventing navigation."
The State of Arizona is the absolute owner of the bed of the ColoradoRiver, where it lies wholly within the State, and to the center of the streamwhere it constitutes the boundary between Arizona and the State of Nevadaand between Arizona and the State of California.
Arizona was admitted to the Union upon an equal footing with the orig-inal States. It is so provided in the enabling act, and it is so declared inthe proclamation of President Taft admitting the State into the Union.Upon her admission to the Union, Arizona at once became entitled to andpossessed of all the rights of dominion and sovereignty which belonged tothe original States and could, therefore, exercise the same powers overnavigable rivers within her limits as were possessed by the original States.The shores of navigable waters and the soil under them, between high andlow-water mark, were not granted by the Constitution to the United States,but were reserved to the States respectively, and the new States have the
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Same rights and jurisdiction on this subject as the original States. Con-

gress can not grant lands below high-water mark on navigable water in a

State. In Pollard v. Hagen (11th U. S. L. ed. 565) the Supreme Court of

the United States considered this question with great care, and the law then

announced by that court has continued unchallenged to this day as the law

of this country. In that case the plaintiff held a patent from the United

States, issued by virtue of an act of Congress, for the land lying below

high water in the Mobile River near the point where it discharges into

Mobile Bay. In that case the court said:
"When Alabama was admitted into the Union on an equal footing with the

original States, she succeeded to all the rights of sovereignty, jurisdiction, and

eminent domain which Georgia possessed at the date of the cession, except so

far as this right was diminshed by the public lands remaining in the posses-

sion and under the control of the United StAtes for the temporary purposes

provided for in the deed of cession and the legislative acts connected with it.

Nothing remained in the United States, according to the terms of the agree-

ment, but the public lands. And, if an express stipulation had been inserted

in the agreement, granting the municipal right of sovereignty and eminent

domain to the United States, such stipulation would have been void and in-

operative; because the United States have no constitutional capacity to exercise

municipal jurisdiction, sovereignty, or eminent domain within the limits of a
State or elsewhere, except in the cases in which it is expressly granted."

After discussing the manner by which the United States gained title to the

public lands, the court proceeds:
"Alabama is therefore entitled to the sovereignty and jurisdiction over all

the territory within her limits, subject to the common law, to the same extent

that Georgia possessed it before she ceded it to the United States. To main-

tain any other doctrine is to deny that Alabama has been admitted into the

Union on an equal footing with the original States, the Constitution, laws, and

compact to the contrary notwithstanding. But her rights of sovereignty and

jurisdiction are not governed by the common law of England as it prevailed

in the Colonies before the Revolution, but as modified by our own institutions.

In the case of Martin et al. v. Waddell (16 Peters, 410), the present chief
 jus-

tice, in delivering the opinion of the court, said: When the- Revolution too
k

place, the people of each State became themselves sovereign; and in that char-

acter hold the absolute right to all their navigable waters and the soils u
nder

them for their own common use, subject only to the rights since surrendere
d

by the Constitution.' Then to Alabama belongs the navigable waters and

soils under them, subject to the rights surrendered by the Constitu
tion to the

United States; and no compact that might be made between her and
 the

United States could diminish or enlarge these rights."

RIGHT OF EMINENT DOMAIN

After pointing out that the jurisdiction of the United States over navi
gable

waters was confined to the regulation of commerce with foreign n
ations and

among the several States, the court proceeds:
"This right of eminent domain over the shores and the soils under 

the navi-

gable waters, for all municipal purposes, belongs exclusively to the
 States

within their respective territorial jurisdiction, and they, and they 
only, have

the constitutional power to exercise it. To give to the United S
tates the right

to transfer to a citizen the title to the shores and the soils un
der the navigable

waters would be placing in their hands a weapon which might 
be wielded

greatly to the injury of the State sovereignty and deprive the St
ates of the

power to exercise a numerous and important class of police po
wers. But, in

the hands of the State this power can never be used so as
 to affect the

exercise of any national right of eminent domain or jurisdiction 
with which

the United States have been invested by the Constitution. For, although the

territorial limits of Alabama have extended all her sovereign pow
er into the

sea, it is there, as on the shore, but municipal power, subject to 
the Consti-

tution of the United States and the laws which shall be made in
 pursuance

thereof.
"By the preceding course of reasoning, we have arrived at these 

general

conclusions: First, the shores of navigable waters, and the soil
s under them,

were not granted by the Constitution to the United States, but wer
e reserved

to the States respectively. Second, the new States have the same right, sov-

ereignty and jurisdiction over this subject as the original States. 
Third, the

right of the United States to the public lands; and the 'PoWer of C
ongress to
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make all needful rules and regulations for the sale and disposition thereof,
conferred no power to grant to the plaintiffs the land in controversy in
this case."
The same court, in Huse V. Gover (30 U. S. L. ed. 487), reaffirmed the

doctrine established in Pollard v. Hagen, supra, saying, as to the State of
Illinois:
"That the language of the resolution admitting her was that she is

'admitted into the Union on an equal footing with the original States in all
respects whatever' and that she could, therefore, afterwards exercise the
same powers over rivers within her limits as Delaware exercised over Black-
bird Creek and Pennsylvania over Schuylkill River."
The court then proceeds to discuss the right of the State of Illinois to

Improve the Illinois River as follows:
The State is interested in domestic as well as in interstate and foreign

commerce conducted on the Illinois River, and to increase its facilities and
thus augment its growth, it has full power. It is only when, in the judgment
of Congress, its action is deemed to encroach upon the navigation of the river
as a means of interstate and foreign commerce, that that body may interfere
and control or supercede it. If, in the opinion of the State, greater benefitwould result to her commerce by improvements made than by leaving theriver in its natural state—and on that point the State must necessarily deter-
mine for itself—it may authorize them, although increased inconvenience andexpense may thereby result to the business of individuals * * *. How
the highways of a State, whether on land or by water, shall be best improvedfor the public good, is a matter for State determination, subject always to
the right of Congress to interpose in the cases mentioned."
The same court, speaking through Mr. Justice Field in Weber v. Board ofState Harbor Commissioners (21 U. S. L. ed. 798), said:
"Although the title to the soil under the tidewaters of the bay was acquiredby the United States by the cession from Mexico, equally with the title tothe upland, they held it only in trust for the future State. Upon the admissionof California into the Union upon an equal footing with the original States,absolute property in and dominion and sovereignty over all soils under thetidewaters within her limits passed to the State, with the consequent rightto dispose of the title to any part of said soils in such manner as she mightdeem proper, subject only to the paramount right of navigation over thewaters, so far as such navigation might be required by the necessities ofcommerce with foreign nations or among the several States, the regulationof which was vested in the general Government."
Again the same court, speaking through Mr. Chief Justice Waite in McCready

v. the Commonwealth of Virginia (24 U. S. L. ed. 248), states:
"The principle has long been settled in this court that each State ownsthe beds of all tidewaters within its jurisdiction, unless they have beengranted away. (Pollard v. Hagan, 3d Howard, 212; Smith v. Md., 18th How-

ard, 74 (59th U. S. 15, 270) ; Mumford v. Wardwell, 6 Wallace, 436; Weber v.Commissioners, 18 Wallace, 66.) In like manner the States owned the tide-
waters themselves, and the fish in them, so far as they are capable of owner-
ship while running. For this purpose the State represents its people, and theownership is that of the people in their united sovereignty (Martin v. Wad-
dell, 16 Peters, 410). The title thus held is subject to the paramount right
of navigation, the regulation of which, in respect to foreign and interstatecommerce, has been granted to the United States."
Again the same court, in Escanaba & L. M. T. Co. v. Chicago (27 U. S.

L. ed. 442), speaking through Mr. Justice Field, said:
"The Chicago River and its branches must, therefore, be deemed navigable

waters of the United States, over which Congress under its commercial power,
may exercise control to the extent necessary to protect, preserve, and improve
their free navigation.
"But the States have full power to regulate within their limits matters

of internal police, including in that general designation whatever will promote
the peace, comfort, convenience, and prosperity of their people. This power
embraces the construction of roads, canals, and bridges and the establishment
of ferries, and it can generally be exercised more wisely by the States than
by a distant authority. * * * Illinois is more immediately affected by
bridges over the Chicago River and its branches than any other State, and is
more directly concerned for the prosperity of the city of Chicago, for the con-
venience and comfort of its inhabitants and the growth of its commerce. And
where could the power to control the bridges in that city, their construction,
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form, and strength, and the size of their draws and the manner and times of
using them, be better vested than with the State?"
The court then proceeds to discuss the terms upon which Illinois was

admitted to the Union and uses languages as follows:
On her admission she at once became entitled to and possessed of all the

rights of dominion and sovereignty which belonged to the original States. She
was admitted and could be admitted only on the same footing with them. The -
language of the act of admission is 'on an equal footing with the original
States in all respects whatever.' Equality of constitutional right and power is
the condition of all the States of the Union, old and new. Illinois, therefore,
as was well observed by the counsel, could afterwards exercise the same power
over rivers within her limits that Delaware exercised over Blackbird Creek and
Pennsylvania Over the Schuylkill River."

Again, the same court, in Cardwell v. American River Bridge Co. (28 U. S.
L. ed. 959), speaking through Mr. Justice Field, said:
"The control of Congress over • navigable waters within the States so as to

preserve their free navigation under the commercial clause of the Constitution,
the power of the States within which they lie to authorize the construction of
bridges over them until Congress intervenes and supersedes their authority, and
the right of private parties to interfere with their construction or continuance
have been fully considered, and we are entirely satisfied with the soundness of
the conclusions reached."
The court then goes on to speak of the admission of California as a State

and says:
"The act admitting California declares that she is 'admitted into the Union

on an equal footing with the original States in all respects whatever.' She was
not, therefore, shorn by the clause as to navigable waters within her limits of
any of the powers which the original States possessed over such waters within
their limits."
In Illinois Central Railway v. The People of the State of Illinois (36 U. S.

L. ed. 1018), the Supreme Court expressed itself on several phases of the ques-
tion under consideration. The State of Illinois had by an act of its legislature
attempted to grant the fee title to the bed of a portion of Lake Michigan to the
railway company, and some years later by an act of the legislature attempted
to revoke this grant. The court was considering the rights of the State and
the railway. The opinion is lengthy, but very instructive, and we quote at
length:

ILLINOIS ADMITTED ON AN EQUAL FOOTING WITH THE ORIGINAL STATES

"The State of Illinois was admitted into the Union in 1818 on an equal foot-
ing with the original States in all respects. Such was one of the conditions of
the cession from Virginia of the territory northwest of the Ohio River, out of
which the State was formed. But the equality prescribed would have existed
if it had not been thus stipulated. There can be no distinction between the
several States of the Union in character of the jurisdiction, sovereignty, and
dominion which they may possess and 'exercise over persons and subjects within
their respective limits. The boundaries of the State were prescribed by Con-
gress and accepted by the State in its original constitution. They are given in
the bill. It is sufficient for our purpose to observe that they include within
their eastern line all that portion of Lake Michigan lying east of the mainland
of the State and the middle of the lake south of latitude 42° 30'.

OWNERSHIP OF LAND COVERED BY TIDE WATERS

"It is the settled law of this country that the ownership of and dominion
and sovereignty over lands covered by tide waters within the limits of the
several States belong to the respective States within which they are found,
with the consequent right to use or dispose of any portion thereof, when that
can be done without substantial impairment of the interest of the public in
the waters, and subject always to the paramount right of Congress to control
their navigation so far as may be necessary for the regulation of commerce
with foreign nations and among the States. This doctrine has been often
announced by this court and is not questioned by the counsel of any parties.
Pollard v. Hagen (44 U. S., 3 How. 212 (11: 565) ) ; Weber v. Board of State
Harbor Commissioners (85 U. S., 18 Wall 57 (21: 798) ).
"The same doctrine is in this country held to be applicable to lands covered

by fresh water in the Great Lakes, over which is conducted an extensive

S R-69-1—vol 2-43
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commerce with different States and foreign nations. These lakes possess all
the general characteristics of open seas, except in the freshness of their waters
and in the absence of the ebb and flow of the tide. In other respects they
are inland seas, and there is no reason or principle for the assertion of domin-
ion and sovereignty over and ownership by the State of lands covered by tide
waters that is not equally applicable to its ownership of and dominion and sov-
ereignty over lands covered by the fresh waters of these lakes. At one time the
existence of tide waters was deemed essential in determining the admiralty
jurisdiction of courts in England. That doctrine is now repudiated in this
country as wholly inapplicable to our condition.
"In England the ebb and flow of the tide constitute the legal test of the

navigability of waters. There, no waters are navigable in fact, at least to any
great extent, which are not subject to the tide. There, as said in the case
of The Genesee Chief v. Fitzhugh (53 U. S., 12 How. 443, 455 (13: 1058) ),
'Tide water and navigable water are synonymous terms, and tide water, with
a few small and unimportant exceptions, meant nothing more than public
rivers, as contradistinguished from private ones,' and writers on the subject
of admiralty jurisdiction took the ebb and flow of the tide as the test, because
it was a convenient one and more easily determined the character of the river.
Hence the established doctrine in England that admiralty jurisdiction is con-
fined to the ebb and flow of the tide. In other words, it is confined to public
navigable waters.
"But in this country, the case is different. Some of our rivers are navigable

for great distances above the flow of the tide; indeed, for hundreds of miles,
by the largest vessels used in commerce. As said in the case cited: 'There is
certainly nothing in the ebb and flow of the tide that makes the waters
peculiarly suitable for admiralty jurisdiction, nor anything in the absence of the
tide that renders it unfit. If it is a public navigable water, on which commerce
is carried on between different States or nations, the reason for the jurisdiction
is precisely the same. And if a distinction is made on that account, it is
merely arbitrary, without any foundation in reason; and, indeed, would seem
to be inconsistent with it.'
"The Great Lakes are not in any appreciable respect affected by the tide,

and yet on their waters, as said above, a large commerce is carried on, ex-
ceeding in many instances the entire commerce of States on the borders of the
sea. When the reason of the limitation of admiralty jurisdiction in England
was found inapplicable to the condition of navigable waters in this country,
the limitation and all its incidents were discarded. So also by the common
law the doctrine of the dominion over and ownership by the Crown of lands
within the realm under tide waters is not founded upon the existence of the
tide over the land, but upon the fact that the waters are navigable, tide waters
and navigable waters, as already said, being used as synonymous terms in
England. The public being interested in the use of such waters, the possession
by private individuals of lands under them could not be permitted except by
license of the Crown, which could alone exercise such dominion over the waters
as would insure freedom hi their use so far as consistent with the public
Interest. The doctrine is founded upon the necessity of preserving to the
public the use of navigable waters from private interruption and encroach-
ment, a reason as applicable to navigable fresh waters as to waters moved by
the tide. We hold, therefore, that the same doctrine as to the dominion and
sovereignty over and ownership of lands under the navigable waters of the
Great Lakes applies which obtains at the common law as to the dominion and
sovereignty over the ownership of lands under tide waters on the borders of
the sea, and that the lands are held by the same right in the one case as in
the other, and subject to the same trusts and limitations. Upon that theory we
shall examine how far such dominion, sovereignty, and proprietary right has
been encroached upon by the railroad company, and bow far that company had,
at the time the assent of the State to such encroachment, and also the validity
of the claim which the company asserts of a right to make further encroach-
ments thereon by virtue of a grant from the State in April, 1869."

'THE POWER OF THE LEGISLATURE TO ALIENATE LANDS UNDER NAVIGABLE WATERS

The court then proceeds to discuss the powers and limitations of the legis-
lature as follows:
"The question, therefore, to be considered is whether the legislature was

competent to thus deprive the State of its ownership of the submerged lands
in the harbor of Chicago, and of the consequent control of its waters; or, in
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other words, whether the railroad corporation can hold the lands and control
the waters by the grant against any future exercise of power over them by theState.
"That the State holds the title to the lands under the navigable waters ofLake Michigan, within its limits, in the same manner that the State holdstitle to soils under tide water, by the common law, we have already shown,

and that title necessarily carries with it control over the waters above them
whenever the lands are subjected to use. But it is a title different in char-
acter from that which the State holds in lands intended for sale. It is different
from the title which the United States hold in the public lands which are open
to preemption and sale. It is a title held in trust for the people of the State
that they may enjoy the navigation of the waters, carry on commerce over them,
and have liberty of fishing therein freed from the obstruction or interference
of private parties. The interests of the people in the navigation of the waters
and in commerce over them may be improved in many instances for which
purpose the State may grant parcels of the submerged lands; and so long as
their disposition is made for such purposes, no valid objections can be made
to the grants. It is grants of parcels of lands under navigable waters that
may afford foundations for wharves, piers, docks, and other structures in aid
of commerce, and grants of parcels which, being occupied, do not substantially
impair the public interest in the lands and water remaining, that are chiefly
considered and sustained in the adjudged cases as a valid exercise of legis-
lative power consistently with the trust to the public upon which such lands
are held by the State.
"But that is a very different doctrine from the one which would sanction

the abdication of the general control of the State over lands under the navi-
gable waters of an entire harbor or bay, or of a sea or lake. Such abdication
is not consistent with the exercise of the trust which requires the government
of the State to preserve such waters for the use of the public. The trust devolv-
ing upon the State for the public, and which can only be discharged by the
management and control of property in which the public has an interest,
can not be relinquished by. a transfer of the property. The control of the
State for the purposes of the trust can never be lost, except as to such parcels
as are used in promoting the interests of the public therein, or can be dis-
posed of without any substantial impairment of the public interest in the lands
and waters remaining. It is only by observing the distinction between a
grant of such parcels for the improvement of the public interest, or which
when occupied do not substantially impair the public interest in the lands
and waters remaining, and a grant of the whole property in which the public
is interested, that the language of the adjudged cases can be reconciled.
General language sometimes found in opinions of the courts, expressive of
absolute ownership and control by the State of lands under navigable water,
irrespective of any trust as to their use and disposition, must be read and
construed with reference to the special facts of the particular cases. A grant
of all the lands under the navigable waters of a State has never been adjudged
to be within the legislative power; and any attempted grant of the kind
would be a revocation. The State can no more abdicate its trust over property
in which the whole people are interested, like navigable waters and soils
under them, to private parties, except in the instance of parcels mentioned for
the improvement of the navigation and use of waters, or when parcels can
be disposed of without impairment of the public interest in what remains,
than it can abdicate its police powers in the administration of government
and the preservation of the peace. In the administration of government the
use of such powers may for a limited period be delegated to a municipality
or other body, but there always remains with the State the right to revoke
those powers and exercise them in a more direct manner and one more
conformable to its wishes. So with trusts connected with public property
or property of a special character, like lands under navigable waters, they
can not be placed entirely beyond the direction and control of the State."

UNDER STATE OWNERSHIP

The court then discusses the nature of the tenure of the State of soil under.
lying navigable waters and says:
"We can not, it is true, cite any authority where a grant of this kind has

been held invalid, for we believe that no instance exists where the harbor
of a great city and its commerce have been allowed to pass into the control
of a private corporation. But the decisions are numerous which declared
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41.

that such property is held by the State, by virtue of its sovereignity, in trust
for the public. The ownership of the navigable waters of the harbors and

of the lands under them is a subject of public concern to the whole people of

the State. The trust with which they are held, therefore, is governmental and

can not be alienated, except in those instances mentioned of parcels used

in the improvement of the interest thus held, or when parcels can be disposed

of without detriment to the public interest in the lands and waters remaining.

"This follows necessarily from the public character of the property, being

held by the whole people for the purposes in which the whole people are inter-

ested. As said by Chief Justice Taney in Martin v. Waddell (41 U. S., 16

Pet. 367, 410 (10: 997, 1012) ) : 'When the Revolution took place the people

of each State became themselves sovereign, and in that character hold the
absolute right to all their navigable waters, and the soils under them, for

their own common use, subject only to the rights since surrendered by the

Constitution to the General Government.' In Arnold v. Mundy (6 N. J. L. 1),

which is cited by this court, and in Martin v. Waddell (41 U. S., 16 Pet. 418

(10: 1015) ), and spoken of by Chief Justice Taney as entitled to great weight,

and in which the decision was made 'with great deliberation and research,'

the Supreme Court of New Jersey comments upon the rights of the State in

the bed of navigable waters, and after observing that the power exercised by

the State over the lands and waters is nothing more than what is called jus

regium, the right of regulating, improving, and securing them for the benefit
of every individual citizen, adds: 'The sovereign power itself, therefore, can
not, consistently with the principles of the law of nature and the constitution

of a well-ordered society, make a direct and absolute grant of the waters of

the State, divesting all the citizens of their common right. It would be a
grievance which never could be long borne by a free people.' Necessarily must

the control of the waters of a State over all lands under them pass when the

lands are conveyed in fee to private parties and are by them subjected to use.
"In the case of Stockton v. Baltimore & N. Y. R. Co. (32 Fed. Rep. 9),

which involved a consideration by Mr. Justice Bradley, late of this court,

of the nature of the ownership by the State of lands under the navigable

waters of the United States, he said:
" It is insisted that the property of the State in lands under its navigable

waters is private property and comes strictly within the constitutional pro-

vision., It is significantly asked, Can the United States take the statehouse at
Trenton, and the surrounding grounds belonging to the State, and appropriate

them to the purposes of a railroad depot, or to any other use of the General

Government without compensation? We do not apprehend that the decision

of the present case involves or requires a serious answer to this question.

The cases are clearly not parallel. The character of the title or ownership

by which the State holds the statehouse is quite different from that by which

it holds the land under the navigable waters in and around its territory.

The information rightly states that prior to the Revolution the shore and lands

under water of the navigable streams and waters of the Province of New

Jersey belonged to the King of Great Britain as part of the jura regalia of

the Crown and devolved to the State by right of conquest. The information

does not state, however, what is equally true, that after the conquest the said

lands were held by the State, as they were by the king, in trust for the public

uses of navigation and fishery, and the erection thereon of wharves, piers,

lighthouses, beacons, and other facilities of navigation and commerce. Being

subject to this trust, they were publici juris ; in other words, they were held

for the use of the people at large.
" It is true that to utilize the fisheries, especially those of shellfish, it was

necessary to parcel them out to particular operators, and employ the rent or

consideration for the benefit of the whole people; but this did not alter the

character of the title. The land remained subject to all other public uses as
before, especially to those of navigation and commerce which are always para-
mount to those of public fisheries. It is also true that portions of the sub-
merged shoals and flats, which really interfered with navigation and could

better subserve the purposes of ccimmerce by being filled up and reclaimed,

were disposed of to individuals for that purpose. But neither did these dispo-
sitions of useless parts affect the character of the title to the remainder.'
"Many other cases might be cited where it has been decided that the bed

or soil or navigable waters if held by the people of the State in their char-

acter as sovereign in trust for public uses for which they are adapted.

(Martin v. Waddell 41 U. S., 16 Pet. 367, 410 (10: 997, 1012) ; Pollard v.
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Hagan, 44 U. S., 3 How. 212, 220 (11: 565, 569) ; McCready v. Virginia, 94
U. S. 391, 394 (24 : 248).)
The Supreme Court again followed the ruling laid down in Pollard v. Hagan,supra, in the case of Goodtitle v. Kibbe (13 U. S. L. Ed. 220) ; and in JohnDen v. The Association of the Jersey Company (14 U. S. Ed. 757).
Possibly the most thorough discussion of these .cases under consideration is

found in a case decided by the Supreme Court of the United States review-ing a judgment of the Supreme Court of the State of Oregon, to which weInvite especial attention. This case is known as Shively v. Bowlby (38
U. S. L. Ed. 331). The opinion was delivered by Mr. Justice Gray in the
courts, in which he said:
"By common law, both the title and the dominion of the sea, and of rivers

and arms of the sea, vsitere the tide ebbs and flows, and of all lands below
high-water mark, within the jurisdiction of the crown of England, are in the
King. Such waters, and the lands which they cover, either at all times, or
when the tide is in, are incapable of ordinary and private occupation, culti-
vation, and improvement; and their natural primary uses are public in their
nature, for highways of navigation and commerce, domestic and foreign. and
for the purpose of fishing by all the King's subjects. Therefore the title,
jus privatum, in such lands, as of waste and unoccupied lands, belongs to
the King as the sovereign; and the dominion thereof, jus publicum, is vested
in him as the representative of the nation and for the public benefit.
"The common law of England upon this subject, at the time of the immi-

gration of our ancestors, is the law of this country, except so far as it has
been modified by charters, constitutions, statutes, or usages of the several
colonies and States or by the Constitution and laws of the United States.
"The English possessions in America were claimed by right of discovery.

Having been discovered by subjects of the King of England, and taken pos-
session of in his name, by his authority or with his consent, they were held
by the King as the representative of and in trust for the nation; and all
vacant lands, and exclusive power to grant them, were vested in him. The
various charters granted by the different monarchs of the Stuart dynasty for
large tracts of territory on the Atlantic coast conveyed to the grantees both
the territory described and the powers of government, including the property
and the dominion of lands under tide waters: And upon the American revolu-
tion, all rights of the crown and of parliament were vested in the several
States, subject to the rights surrendered to the National Government by the
Constitution of the United States.
"The leading case in this court, as to the title and dominion of tide waters

and of the lands under them, is Martin v. Waddell (1842) (41 U. S., 16
Peters 367) (10: 997), which arose in New Jersey, and was as follows."
The court then proceeds to quote from Martin v. Waddell at some length,

with approval, and from Pollard v. Hagan and from numerous State decisions,
and the opinion then proceeds as follows:

In Withers v. Buckley (61 U. S., 20 How. 84) (15: 816), this court, affirm-
ing the judgment of the highest court of Mississippi in 29th Miss. 21, held
that this did not prevent the legislature of the State from improving by a
canal the navigation of one of those navigable rivers and thereby diverting
without compensation the flow of water by the plaintiff's land; and Mr. Jus-
tice Daniel, in delivering judgment, said: ',It can not be imputed to Congress
that they ever designed to forbid or withhold from the State of Mississippi
the power of improving the interior of that State by means either of roads
or canals or by regulating the rivers within its territorial limits, although a
plan of improvement to be adopted might embrace or affect the course or flow
of rivers situated within the interior of the State. Could such intention be
ascribed to Congress the right to enforce it might be confidently denied.
Clearly Congress could exact of the new State the surrender of no attribute
Inherent in her character as a sovereign, independent State, or indispensable to
her equality with her sister States, necessarily implied and guaranteed by
the very nature of the Federal compact. Obviously, and, it may be said, pri-
marily, among the instances of that quality is the right to make improve-
ments in rivers, water courses, and highways situate within the State.'"
The court then proceeds to define the tenure of the General Government

over soils under navigable waters prior to the organization of the State, as
follows:
"The Congress of the United States in disposing of the public lands has

consistently acted upon the theory that those lands, whether in the interior
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or on the coast, above high-Water mark, may be taken up by actual occu-
pants in order to encourage the settlement of the country; but that navigable
waters and the soils under them, whether within or above the ebb and flow
of the tide, shall be and remain public highways and, being generally valuable
for public purposes of commerce, navigation, and fishery, and for improve-
ments necessary to secure and promote those purposes, shall not be granted
away during the period of territorial government; but, unless in case of some
international duty or public expediency, shall be held by the United States
in trust for future States and shall vest in the several States when organized
and admitted into the Union, with all powers and prerogatives appertaining
to the older States in regard to such waters and soils within their respective
jurisdictions—in short, shall not be disposed of piecemeal to individuals as
private property, but shall be held as a whole for the purpose of being ulti-
mately administered and dealt with for the public benefit by the State after
it shall become a completely organized community."
The court then sums up, as follows:
"Upon the acquisition of a territory by the United States, whether by ees-

sion from one of the States or by treaty with a foreign country or by discov-
ery and settlement, the same title and dominion passed to the United States
for the benefit of the whole people and in trust for the several States to be
ultimately created out of the territory.
"The new States admitted into the Union since the adoption of the Consti-

tution have the same rights as the original States in tide waters, and in the
lands under them, within their respective jurisdictions. But the title and
the rights of the riparian or littoral proprietors in the soil below high-water
mark, therefore, are governed by the laws of the several States, subject to the
rights granted to the United States by the Constitution.
"The United States, while they hold the country as a territory, having all

powers both of national and municipal government, may grant for appropriate
purposes titled or rights in the soil below high-water mark of tide waters.
But they have never done so by general laws, and unless in some case of inter-
national duty or public exigency have acted upon the policy, as most in accord-
ance with the interests of the people and with the object for which the terri-
tories were acquired, of leaving the administration and disposition of the
sovereign rights in navigable waters and in the soils under them to the control
of the States, respectively, when organized and admitted into the Union.
"Grants by Congress of portions of the public lands within a territory to

settlers therein, though bordering on or bounded by navigable waters, convey
of their own force no title or right below high-water mark and do not impair
the title and dominion of the future State when created, but leave the question
of the use of the shores by the owners of uplands to the sovereign control of
each State, subject only to the rights vested by the Constitution in the United
States."
The Supreme Court of the United States again affirmed its previous holdings

in the case of Port of Seattle v. Oregon & Washington Railway Company (65
U. S. L. Ed. 500), as follows:
"The right of the United States in navigable waters within the several

States is limited to the control thereof for purposes of navigation. Subject
to that right, Washington became, upon its organization as a State, the owner
of the navigable waters within its boundaries and of the land under the same."
The rule of State ownership of the waters of navigable streams and the soils

under them was again recognized by the Supreme Court of the United States
in Oklahoma v. Texas (66 L. Ed. 771), saying:
"Oklahoma claims complete ownership of the entire bed of the river within

that State, and in support of its claim contends that the river throughout its
course in the State is navigable, and therefore that upon the admission of the
State into the Union on November 16, 1907, the title to the river bed passed
from the United States to the State in virtue of the constitutional rule of
equality among the States whereby each new State becomes, as was each of the
original States, the owner of the soil underlying the navigable waters within
its boundaries. If that section of the river be navigable, its bed undoubtedly
became the property of the State under that rule."
However, the court in that case decided that that part of the river under con-

sideration was not navigable and that the title to the bed of the river did not
pass to the State of Oklahoma, and said:
"Where the United States owned the bed of a nonnavigable stream and the

upland on one or both sides, it, of course, is free, when disposing of the upland,
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to retain all or any part of the river bed; and whether in any particular in.
stance it has done so is essentially a question of what it intended."
In discussing the question of appropriation of waters within a State, the

Supreme Court of the United States in Boquillas Land & Cattle Co. v.
Curtiss (53 U. S. L. Ed. 822), an Arizona case, held that the doctrine of
riparian water rights does not obtain in the State of Arizona; that the
general adoption of the common law by Howell's Arizona Code, 1864, chapter
61, section 7, can not be deemed to have included the common-law doctrine of
riparian rights, in view of the declaration of the bill of rights, article 22,
that streams susceptible of use for irrigation purposes are public property,
and of the various provisions of chapter 55 of the code, giving those owning
or in possession of irrigable lands the right to divert, by means of irrigating
canals, necessary water from any convenient stream. To the same effect
is the holding of the United States Supreme Court in the Gutieries v. Albu-
querque Land & Irrigation Co. (47 U. S. L. Ed. 588).
In the Albuquerque Land & Irrigation Co. case, supra, the Supreme Court

reviews the legislation of the State of New Mexico and acts of Congress with
reference to the appropriation of water, and holds that by the acts of Con-
gress it has always recognized, as respects the public domain, the validity of
the local customs, laws, and decisions of the courts in the various States in
re§pect to the appropriation of water, and reaffirms the doctrine laid down in
the United States v. Rio Grande Dam & Irrigation Co. (174 U. S. L. Ed.
704-7-6, 43 L. Ed. 1142), which opinion in part is as follows:
"By the act of March 3, 1877 (19 Stat. 377, Ch. 107 U. S. Compiled Stat.

1901, 1549), the right to appropriate such an amount of water as might be
necessarily used for the purpose of irrigation and reclamation of desert land
and the public domain, was granted, and it was further provided that all
surplus water over and above such actual appropriate use, together with the
water of all lakes, rivers, and other sources of water supply upon the public
lands and not navigable, shall remain and be held free for the appropriation
and use of the public for irrigation, mining, and manufacturing purposes
subject to existing rights.
"That the purpose of Congress was to recognize as well the legislation of a

Territory, as a State, with respect to the regulation of the use of public
waters, is evidenced by the act of March 3, 1891 (26 Stat. L. 1095, ch. 561'
U. S. Compiled Stat. 1901, 1570)."

THE EFFECT OF THE RESERVATION CLAUSE OF THE ENABLING ACT ADMITTING ARIZONA

INTO THE UNION

The bed of the Colorado River was not withheld from the State by the
enabling act. The reservation clause of the enabling act is found in section
28, which declares:
"There is hereby reserved to the United States and excepted from the opera-

tion of any and all grants made or confirmed by this act to said proposed
State all land actually or prospectively valuable for the development of water
power or power for hydroelectric use of transmission and which shall be
ascertained and designated by the Secretary of the Interior within five years
after the proclamation of the President declaring the admission of the State."

It will be noted that the said section 28 reserves to the United States lands
only and nothing but land was so reserved or excepted from the operation of
the act.

Thereafter and within the stipulated five years the Secretary of the Interior
designated the lands so to be reserved to the United States in the following
language: "All land of the United States which, when surveyed, will be
included within legal specifications," in certain designated townships.
It is well known that the bed of a navigable stream is never included by

Government surveys "within legal subdivisions," and, as has been pointed out
by the Supreme Court of the United States in Illinois Central Railway v.
State of Illinois, supra, is of a different character and tenure from lands held
by the United States for sale or preemption. If it had been the intention of
Congress in the enabling act to make an attempt to reserve the bed of the ,
stream, it would certainly have used some appropriate language to make clear
such an unprecedented intention. Even if such was the intention of Congress,
the reservation was only of such lands as were to be designated by the Secre-
tary of the Interior within a specified time, long since expired, and the See-
retary made no attempt to designate the bed of the Colorado or any part
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thereof, and even if the Secretary had attempted to so designate a part of
the bed of the stream this act would have been in violation of the Federal Con-
stitution.
In dealing with this question, the Supreme Court of the United States in

Comminp v. The City of Chicago (47 U. S. L. ed. 525), says:
"But Congress has not passed any act under which parties, having simply

the consent of the Secretary, may erect structures in the Columet River with-
aut reference to the wishes of the State of Illinois on the subject * * *.
The Calumet River, it must be remembered, is entirely within the limits of
Illinois, and the authority of the State over it is plenary, subject only to such
action as Congress may take in the execution of its power under the Consti-
tution regulating commerce among the several States. That authority has
been exercised by the State ever since it was admitted into the Union upon
an equal footing with the original States."

After quoting Escanabar & L. M. T. Co. v. Chicago (27 U. S. L. ed. 442),
supra, with approval, the court goes on to say:
"Did Congress in the execution of its power under the Constitution to regu-

late interstate commerce intend by the legislation in question to supercede for
every purpose the authority of Illinois over the erection of structures in navi-
gable waters wholly within its limits? Did it intend to declare that the
wishes of Illinois in respect of structures to be erected in such waters need
not be regarded, and that the assent of the Secretary of War, proceeding
under the above acts of Congress, was alone sufficient to authorize such struc-
tures?
"These questions were substant.:ally answered by this court in Lake Shore

& M. S. R. Co. v. Ohio (165 U. S. 366, 368, 41 L. ed. 748, 17th Supreme
Court Report, 357, 358, decided in 1897). That case required a construction
of the fifth and seventh sections of the river and harbor act of September 19,
1890, upon which section the plaintiffs in this case partly rely. In that case
this court said:
" ' The contention is that the statute in question manifests the purpose of

Congress to deprive the several States of all authority to control and regulate
any and every structure over all navigable streams, although they be wholly
situate within their territory. That full power resides in the State as to
the erection of bridges and other works in navigable streams wholly within
their jurisdiction, in the absence of the exercise by Congress of authority to
the contrary, is conclusively determined. The mere delegation to the Secre-
tary of the right to determine whether a structure authorized by law has been
so built as to impede commerce, and to direct when reasonably necessary,
its modification so as to remove such impediment, does not confer upon that
officer power to give original authority to build bridges, nor does it pre-
suppose that Congress conceived that it was lodging in .the Secretary power
to that end. The mere delegation of power to direct and change any lawful
structures so as to cause them not to interfere with commerce can not be
construed as conferring on the officer named the right to determine when and
where a bridge may be built.'
"Referring to the seventh section of the act of 1890, the court said: 'The

language of the seventh section makes clearer the error of the interpretation
relied on. The provision that it shall not be lawful to thereafter erect any
bridge in any navigable river or navigable waters of the United States, under
any act of the legislative assembly of a State, until the location and plan of
such bridge have been submitted to and approved by the Secretary of War,
contemplated that the function of the Secretary should extend only to the
form of future structures, since the act would not have provided for the
future erection of bridges under State authority of its very purpose was to
deny for the future all power in the State on the subject. The construction
claimed for the statute is that its purpose was to deprive the States of all
power as to every stream, even those wholly within their borders, whilst the
every words of the statute, saying its terms should not be construed as con-
ferring on the States power to give authority to build bridges on streams not
wholly within their limits, by a negative pregnant with an affirmative, demon-
strate that the object of the act was not to deprive the several States of the
authority to consent to the erection of bridges over navigable waters wholly
within their territory.'
"The decision in the Lake Shore & M. S. R. Co. v. Ohio was rendered before

the passage of the river and harbor act of 1899. But the tenth section of that
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act, upon which the permit of the Secretary of War was based,
 is not so worded

as to compel the conclusion that Congress intended by that se
ction to ignore

altogether the wishes of Illinois in respect of structures
 in navigable waters

that are wholly within its limits * * *.
"We do not overlook the long-settled principle that the p

ower of Congress

to regulate commerce among the States is complete in itse
lf may be exercised

to its utmost extent, and acknowledges no limitations ot
her than are prescribed

in the Constitution. But we will not at this time make any declaration of

opinion as to the full scope of this power, or as to the exte
nt to which Congress

may go in the matter of erection or authorizing the erection
 of docks and like

structures in navigable waters that are entirely wit
hin the territorial limits

of the several States. Whether Congress may, against or w
ithout the expressed

will of the State, give affirmative authority to private 
parties to erect struc-

tures in such waters it is not necessary in this ca
se to decide. It is only

necessary to say that the act of 1899 does not manifes
t the purpose of Congress

to go to that extent under the power to regulate for
eign and interstate com-

merce and thereby supercede the original authority o
f the States. The effect

of that act, reasonably interpreted, is to make the e
rection of a structure in

a navigable river within the limits of a State depen
d upon concurrent or joint

assent of both the National Government and the Sta
te government."

Congress has not by the passage of the Feder
al Power Commission act

attempted in any way to make said act supercede
 the original authority of the

States with respect to the control of navigable riv
ers and their beds within the

borders of a State. On the contrary, the Feder
al water power act specifically

recognizes the authority of the States in that 
subdivision E of section 4 of

said act in defining the powers of the commission
 provides—

"That upon the filing of any application fo
r a preliminary permit by any

person, association, or corporation, the commissio
n, before granting such ap-;•11-

cation, shall at once give notice of such applica
tion in writing to any State or

municipality likely to be interested in or affec
ted by such application, and

shall also publish notice of such application 
for eight weeks in a daily or

weekly newspaper published in the county or 
counties in which the propoqed

project or any part thereof or lands affected the
reby are situated. And section

9 of said act shall submit to the commission 
satisfactory evidence that ttle

applicant has complied with the requirement
s of the laws of the State or

States within which the proposed project is to
 be located with respect to bed

and banks and to the appropriation and dive
rsion and use of water for power

purposes and with respect to the right to engag
e in the business of developing,

transmitting, and distributing power, and in any
 other business necessary to

effect the purposes of a license under this act
."

Other sections of the act make provision for t
he control and regulation by

States of licenses under the act:

The Supreme Court of the United States, i
n the City of Trenton v. The

State of New Jersey (262 U. S. 182), says in 
speaking of the powers of the

State over the waters within the State:

"The State undoubtedly has power, and it is 
its duty, to control and con-

serve the use of its water resources for t
he benefit of all its inhabitantg,

and the act of 1907 was passed pursuant to 
the policy of the State to prevcnt

waste and economize its water resources * * *. The power to determine

the conditions upon which waters may be d
iverted is a legislative function.

The State may grant or withhold the privile
ge as it sees fit * * *. The

diversion of waters from sources of supply f
or the use of the inhabitants

of a State is a proper legitimate function o
f the State. This function may be

left to private enterprise and subformed direc
tly; or it may be delegated to

bodies politic created for that purpose, or to 
the municipalities of a State "

All United States surveys of land bordering 
upon navigable rivers go no

farther than the water's edge and never inc
lude the bed of the stream, aid

all patents issued by the Government to 
lands bordering upon a navigable

stream carry title only to the banks of the 
stream at high-water mark. The

Supreme Court of the United States in Pa
cker v. Bird (34 U. S. L. Fd.

819) says:
"The question presented is whether the 

patent of the United States de-

scribing the eastern boundary of the la
nd as commencing at a point on the

river which is on the right and west 
bank, and running southerly on its

margin, embraces the land within it, or w
hether, notwithstanding the terms

of the apparent limitation of the east
ern boundary to the margin of the

river, the patent carries the title of the
 plaintiff holding under it to the
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middle of the stream. The contention of the bounded on the river, extends
to the middle of the stream. The contention of the plaintiff is that the
land granted and patented, being bounded on the river, extends to the middle
of the stream, and thus includes the island. It is undoubtedly the rule of
the common law that the title of owners of land bordering on rivers above
the ebb and flow of the tide extends to the middle of the stream, but that
where the waters of the river are affeced by the tides the title of such owner
is limited to the ordinary high-water mark. The title to the land below that
mark, in such cases, is vested in England in the Crown and in this country
in the State within whose boundaries the waters lie, private ownership of
the soils under them being deemed inconsistent with the interests of the
public at large in their use for purposes of commerce."
The opinion, after reviewing the decisions of the United States Supreme

Court on the subject, goes on to say:
"It (the bed) properly belongs to the States by their inherent sover-

eignty, and the United States has wisely abstained from extending (if it
could extend) its survey and grants beyond the limits of high water.
" The legislation of Congress for the survey of public lands recognizes the

general rule as to the public interest in waters of navigable streams withoutreference to the existence of absence of the tide in them. As early as 1796
in an act providing for the sale of such lands in the territory northwest ofthe river .Ohio and above the mouth of the Kentucky river, Congress de-clared, 'That all navigable rivers within the territory to be disposed of byvirtue of the act shall be deemed to be and remain public highway; and thatin all cases where the opposite banks of any stream not navigable shallbelong to different persons the stream and the bed thereof shall becomecommon to both.
"In St. Paul & P. R. Com. v. Schurmeier (74 U.S. 7 Wall 272 (19: 74, 73)),the court said in view of this legislation and other similar acts, it did nothesitate to decide that Congress, in making a distinction between streamsnavigable and those not navigable intended to provide that common lawrules or riparian ownership should apply to lands bordering on navigablestreams, should stop at the streams, and that all such streams should bedeemed to be and remain public highways.'"
I. respectfully submit that the foregoing decisions of the Supreme Court ofthe United States fully sustain the following conclusions:
1. That the Colorado River is a navigable stream.
2. That Arizona by virtue of its admission into the Union as a sovereignState took ownership as of the date of its admission of the waters of theColorado River from high-water mark to high-water mark and to the bed ofthe stream thereunder where it lies wholly within the State and to the threadof the stream where it constitzites an interstate boundary in trust for thebenefit of the people of Arizona, subject, however, to the jurisdiction of theUnited States to regulate commerce thereon with foreign nations and amongthe States.
3. That the ownership of the State in the bed of the Colorado River is differ-ent in character from that which the State holds in lands intended for saleand different from that which the United States holds in the public landswhich are open to preemption and sale.
4. That the State ownership in the bed of the Colorado River is held intrust for the people of the State by virtue of State sovereignty.
5. That the ownership of the United States in the waters of the ColoradoRiver and the bed of the Stream prior to Arizona's statehood was in trust forthe benefit of the people and the State when organized, subject only to therights vested in the United .States by the Constitution to regulate commercewith foreign nations and among the States.
6. No person or authority, not even the United States, can legally buildany dam or other structure in the Colorado River without the consent ofArizona.
7. That Arizona as such owner has the exclusive control over the appro-priation, diversion, and use of the waters of the Colorado River within theState, and has the legal right to prevent such waters from being diverted atany point within its borders and transported or taken beyond its borders toother States; neither can any waters of the Colorado River be legally divertedat any point within Arizona for any purpose whatsoever without the consentof Arizona.
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8. That Arizona has as great and vital an interest as the United States has
in preserving the navigability of the Colorado River, and any diversion of its
waters for any purposes which would or might impair its navigability can be
prevented by Arizona as well as by the United States. '

9. That the right of eminent domain over the shores and the soils under
the waters of the Colorado River which was lodged in the United States prior
to the admission of Arizona passed absolutely to the State upon its admission,
and Arizona, and Arizona alone, has the constitutional power to exercise that
right.

10. That the reservation clause of the enabling act providing for the admission

of Arizona as a State reserved only certain lands above high-water mark on the

Colorado River, which lands were to be designated by the Secretary of the

Interior within five years from the date of the admission of the State, and

that in pursuance of said enabling act the Secretary of the Interior designated

certain lands of the United States which when surveyed would be included

within certain legal subdivisions, and that neither the enabling act itself nor

the Secretary of the Interior even attempted to reserve the bed or shores of

the Colorado River below high water.
12. That even if the said enabling act had specifically reserved to the

United States the bed of the Colorado River and the Secretary of the Interior

had designated the same in compliance with said enabling act, both would

have been without any binding force and effect, in that the same would have

been in violation of the Federal Constitution. The Congress of the United

States is without constitutional power to invade or deprive the State of any

sovereign right, either after admission or as a condition of admission.

13. The Government of the United States in all acts of Congress providing

for the survey of public lands has recognized that beds of navigable streams

were not to be classed as lands subject to preemption and sale, and no survey

has ever been made as far as I am advised of the beds of navigable streams.

14. The river and harbors act of 1899 and all previous legislation affecting

navigable streams recognized the ownership of the States in the beds of such

streams and all the waters thereof subject only to the constitutional right of

the United States to regulate commerce thereon.
15. The present Federal Power Commission act specifically recognizes such

ownership and control in the State and the powers of the commission are

definitely limited thereby.
Respectfully submitted.

SAMUEL WHITE.

STATEMENT OF C. M. ZANDER, FILED WITH THE SENATE COMMITTEE ON IRRIGATION
AND RECLAMATION

My name is C. M. Zander; residence, Phoenix, Ariz.; my official position is

executive member and secretary of the board of directors of State institutions.

This board, by authority conferred upon it by initiative measure adopted by the

people of Arizona in 1914, which authority can not be restricted or repealed

except by the same process, has power to do all things with reference to the

development of the Colorado River.
Arizona opposes the Boulder Canyon project for the following reasons:

1. A dam at Boulder or Black Canyon, at even the greatest height to which

it could be raised, would be so low that all the waters coming to it could 
Rot,

after passing it, be diverted upon lands in the United States. In fact, onl
y a

small part of these waters could be so diverted. Consequently a great portion

would 
b
<Yo into Mexico, and every wet acre in Mexico means a dry acre in the

United States.
2. The comprehensive development of the river means, without debate o

r

heckle. that a storage reservoir will be brought into the scheme at the up
per

end of the Grand Canyon, which will control practically the same flow of
 the

river that the Boulder Reservoir would. The only two considerable additions

between the two reservoirs are the Little Colorado and the Virgin Rive
rs,

the run-off of both of which will be conserved and used within the
ir own

basins. This means that a reservoir at Boulder Canyon would expose water

to evaporation in two storage reservoirs instead of one, and the evapora
tion at

Boulder Canyon is much the greater.
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3. The Swing-Johnson bill does not provide that Arizona shall get any
revenue from the power developed.
In this connection, I want to make the statement of this significant fact:

All the power in the lower basin can be developed within Arizona, and that
without asking the consent of any other State to do so, and no other State is
so situated. This being true, all this power becomes the natural heritage of the
people of Arizona, which it possesses withopt interference or question of any
other State or the Federal Government. Further, Arizona can enforce and
safeguard this heritage because it can veto the efforts of any other State in
the lower basin to make any use of the Colorado River for power because no
such use can be made without the construction of works that must rest upon
Arizona soil.
In support of the legal rights of Arizona in this connection, I refer to the

law submitted to this committee by Judge Samuel White. To show that
Arizona is not alone at this moment in taking this position, I refer
to the minutes of the conference held between the authorities of the State
of New York and the Federal Power Commission. And to make clear that
the Federal Power Commission will not interfere, again to the minutes of
this same conference. It is true tifat the Federal Power Commission has held
up all permits on the Colorado and expressed the hope that the basin States
woula come tp an understanding, but the thing that stands out in bold relief
with respect to the Federal Power Commission is the position it took with
the State of New York, which means that whenever Arizona gets ready to
develop the river the commission will cooperate with Arizona. But should
the present policy of the commission change on aCcount of change in the
personnel or otherwise, resulting in an interference with Arizona's develop-
ment, then Arizona would join with the State of New York and take the
commission before the Supreme Court, and have annulled those unconsti-
tutional provisions of the Federal power act which seem to give that com-
mission power to interfere.
There is this difference only between New York and Arizona: The Fed-

eral Government owns the land on either side of the river. Arizona must
get permission to occupy this land, but it must be remembered this land
was withdrawn for the express purpose of preserving it for the people of
Arizona, and the withdrawal is of no force, if based on any other theory. I refer
again to the law submitted by Judge White. In other words the Federal
Power Commission has no power over these lands because of this with-
drawal and has control of them only because they are and were before
the withdrawal public lands belonging to the Federal Government. So
this question resolves itself down to the possible refusal of the Federal
Power Commission to Arizona, after, of course, Arizona had satisfied all
claims as to navigation, to develop the river based only upon the fact the
Government owned lands adjacent to the projects. A refusal of this nature
would be arbitrary, unprecedented, and would be rejected by every other
disinterested State of the Union.
From the foregoing it can be clearly seen Arizona's position is impreg-

nable—made so by nature, the Constitution of the Nation, and the Congress
of the United States. When the forces of nature laid open the giant gorge,
turned into it the mighty currents of the great river, when the Constitution
provided that every State was sovereign and equal, and when the Congress
prescribed the boundaries of this Commonwealth, Arizona was given this
natural resource, and no other State can be heard to complain.
For these reasons the act of the Federal Government coming onto Arizona

soil and developing power and giving that power to California would be
the same as going into California and segregating a vast tract of oil lands
and giving them to Arizona. Arizona will veto the effort even should Con-
gress make the appropriations.

4. The Swing-Johnson bill provides that private power companies may
receive power from the Government. This may allow of ,he great power
syndicate of the United States getting control of a considerable portion of
the power in the river.
That there is such a syndicate, I refer to that remarkable document known

as Senate Documents, Sixty-fourth Congress, volume 10, compiled by. 0. C.
Merrill, then chief engineer of the Forest Service, now executive secretary
of the Federal Power Commission. Pages 10 to 147 print the names of some
25,000 power companies all grouped with interlocking officers and direc-
torates among themselves, and with certain banks. Page 290 gives the names
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of 78 companies with interlocking directorates and officers with themselves
and certain banks control the 25,000 companies, and page 289 gives the
names of 31 banks which have interlocking directorates and officers with
these holding companies. All of these banks are situated in Boston, New
York, and Philadelphia. Boston has a special meaning to Arizona because
that city is the home of most of the copper money, and this fact may have
something to do with the effort of some of Arizona copper companies to
secure an entering wedge into the power development of the Colorado River
by obtaining the Diamond Creek permit. In this volume is given a complete
list of names of all officers and directors. Indeed this volume of 522 pages
tells a very complete story of this great combination.
On page 13 of volume 8 of Mr. Merrill's report the statement is made

that the cost per horsepower installed for the year 1912 by private interests
was $301 and by municipal corporations it was $138.
With reference to the continued tendency toward further consolidation and

effect such concentration may have, I quote from page 53 of the same volume.
"There are several lines of evidence which show a continuously increasing

tendency toward concentration toward control of the development, distribution,
and the sale of electric power. Each year shows a greater percentage of com-
mercial power being produced by commercial central stations—the public-
service corporations. Each year also shows a few more prominent groups of
interests securing control of a larger portion of the central-station business.
Some corporations like the Utah Securities Corporations, the Montana Power
Companies, and the Pacific Gas & Electric Co. dominate single contact terri-
tory; others like Stone & Webster, H. M. Byllesby & Co., and the Doherty
Operating Co. spread their operations widely, controlling smaller groups of
operating companies in many distinct territories. Sometimes the character
of the control is definite and distinct through actual ownership of properties
or majority holdings of the stock or direct management of operatino•

'' 
com-

panies; sometimes it is indistinct and indefinite through representation on boards
of directors. How great a degree of control is exercised in any particular
case through mere representation on boards of directors is uncertain. It is
scarcely to be supposed, however, that such representation is without in-
fluence, even though the degree of influence may be problematical. Again, it
will be found that many electric power corporations, particularly the holding
companies, have representation through common directors in certain of the
larger banking corporations. Whether this means the exercise of an influence
by power corporations over the policies of the banking corporations or vice
versa, or how important such influence may be in any given instance, is in-
determinate from any public source of information. Suffice it to say that
did such influence reach to the extent of control it would be of serious public
concern. A control of the sources of credit would mean a control of the entire
industry, would be the more effective means of stifling competition, and re-

gardless of how well the industry might be controlled in its service operation
by public agencies, greater proportion of water-power development at consider-
able distances from the markets supplied and the larger investments required

for the extended transmission systems which are such a prominent feature of
the western power development."
I wish to add that since this report was made the consolidation has been

going steadily on.
I wish further to add that the political and financial power of this stu-

pendous organization is becoming appalling. Arizona not only will not be a

party to giving further strength to the grip of this concern but it will strenu-

ously oppose the absorption of its power resources by that or any other

private monopoly. Arizona has had its experience with great private interests

which have endeavored to control the destiny of the State. It certainly will

not add this, perhaps the greatest of all, to become a Frankenstein.
5. Arizona specifically objects to the Boulder Canyon Dam on account of

irrigation. This dam, as, stated before, would allow the waters to go to

Mexico. Arizona has a definite plan for the greatest use of the waters of the

river and this is what the Nation is interested in. Arizona can use those

waters for irrigation of Arizona lands by diversion from Bridge Canyon, and

by so doing can generate more power than can be generated by any scheme

at Boulder Canyon. The crest of the Boulder Canyon Dam could never be

raised to the 2,000-foot contour. It is becoming more certain with accumulation

of each new engineering fact that water can be brought to something like

4,000.000 acres of land economically at about the 2,000-foot level and at no

lower level. A dam at Bridge Canyon will reach this level. 
f
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Much has been said about the unfeasibility of an Arizona high-line diversion
dam and canal. There are even those in Arizona who have attempted to be-
tray their own State by heaping ridicule upon it and who have continually
opposed any efforts to get information about it or any other feature in connec-
tion with the whole problem, claiming that all information necessary was al-
ready long ago compiled.
To their everlasting dishonor are the facts that have been coming to • light

in recent months.
There was not information enough for the city of Los Angeles, so she first

appropriated $500,000 and then $2,000,000 to secure data for her purposes. The
Birdseye party discovered the best and an ideal dam site on the whole river
at Bridge Canyon,in Arizona. Frank T. Troth and Earl Parker found a tunnel
route from Bridge Canyon to Yucca. [ See map submitted herewith.] The
tunnel has been given other substantial approval. I refer to the testimony of
E. C. La Rue, already in the record, to the effect that water can be taken to
Los Angeles from Bridge Canyon by gravity through a tunnel 72 miles in length
coming out at Yucca. If it can be taken through this tunnel for Los Angeles, it
certainly can likewise be taken for Arizona. It is now conceived by those who
have made themselves familiar with the country that when water reaches
Yucca it can be made to cover approximately 4,000,000 acres of land in Arizona
without any engineering difficulties. It is not at all improbable that a full
knowledge of the problem will show this tunnel can be shortened to 60 miles.
To these illuminating engineering facts now is added the legal status of

Arizona's position, development by Prof. G. E. P. Smith, of the University of
Arizona, and as most completely and concretely stated by Judge Samuel White,
in his opinion to Gov. George W. P. Hunt, that the bed of the stream belongs to
Arizona, and that neither any State nor the Federal Government can rest any
works upon Arizona soil without Arizona's consent.
This means that Arizona controls the whole river south of the Yucca line.
It means that Arizona can stop any further use of the water for irrigation

outside of the State except on the floor of the valley where pumping or intaking
from a regulated flow or by other means not now known, and where all of which
do not require works reaching across the river, might put additional acreage
under cultivation by the partial use of flood or regulated waters. To this
Arizona would not object unless it became so extensive as to jeopardize its
interests, in which case it would assert its priorities based on its filings and due
diligence, reference to which is made further on.
It might be well to state right here, '' t should in the future, as was done in

the past, some State agency give Arizona's rights away then Arizona's prior
filings and activities would serve her in good stead.
As was stated in the discussion on power, so also can it be stated here in the

discussion on irrigation that it is true the Government owns the land on both
sides of the river necessary for all reservoirs in Arizona, and that the Federal
Power Commission could arbitrarily refuse Arizona a permit to construct. I
repeat, as to this contingency, Arizona has no apprehension, because all other
States in the Union would jealously resent the invasion of State rights by the
Federal agency, and further because the Federal Power Commission itself,
when put to answer directly this very question to the State of New York, de-
clared there would be no difficulty in this respect, as there had not been with
some 23 other States. I refer to the hearings between New York and the Fed-
eral Power Commission.
And still further, it is now dawning upon the people of Arizona that the

development of the river can be financed by Arizona by much the same
methods used by the Salt River Valley Water User's Association; that is by
letting the users of power advance the construction costs and by conserving
the power revenues for financing of part of the irrigation cost. Right here,
it is well to impress upon this committee that there can be no doubt as to
the feasibility of irrigating all the lands coming under the tunnel mentioned
and the canal leading from it, or even from an Oen canal of longer length
and shorter total length of tunnel, providing Arizona retains its control of
the power resources of the river south of the Yucca line. A large market
for power will soon be found in Southern California. To sell power to Cali-
fornia is not different from what California has been selling to Arizona for
nearly 40 years in the form of fuel oil. California can not be heard to com-
plain on this score.
In the state of the fact of accumulating facts it will soon be pertinent to in-

wire in Arizona into the motives of those who continue to oppose appropria-
tions for a thorough and complete study of this the greatest asset Arizona has.
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Arizona might have to rely upon its priority to protect its irrigation projects.
If this be so, it will be well fortified as the record will show. Because of
this record it will not be possible for adverse interests to urge that Arizona
has slept on its rights, allowing the water to pass to other States, and there-
fore it can not oppose the Boulder Dam, because it would interfere with the
irrigation of a large acreage of land in Arizona.
Arizona was admitted to the Union of States in 1912, the board of control

of the State of Arizona by the provisions of an initiative measure adopted by
the people of the State, November 3, 1914, and by an act of legislature of 1919,
changing the personnel and organization, but retaining the powers of the
board of control in creating the present board of directors• of State institu-
tions.
Prom the above statutes are quoted as follows:

INITIATIVE MEASURE, ADOPTED NOVEMBER 3, 1914

Be it enacted by the people of the State of Arizona:
SEC. 2. The board of control is further authorized and empowered to con-

struct, establish, and maintain buildings, dams, reservoirs, flumes, water plants,
gas plants, printing plants, and all other plants necessary for the operation
and development of the resources of this State.

SEC. 7. Chapter 64--Session Laws of 1919: Wherever in the statutes of
Arizona shall appear any words or terms referring to the board or other body
having control of the institutions herein named, said board or other body
shall be deemed to be the board of directors of State institutions.
Under these provisions of law, Arizona has taken those steps necessary to

enable it to function in the comprehensive development of the river in the
lower basin. The exigencies of the great war interfered with further action
by the State in this ditection.
Immediately after the war in 1919 the legislature created the Arizona re-

-sources board, with special directions for the study of the Colorado River and
made appropriations for that purpose.
This legislation bore no fruit as the secretary of the board accepted the

findings of Arthur B. Davis of the United States Reclamation Service to the
effect that the only land in Arizona feasible of development from the Colorado
River were the Parker Indian Reservation, the land opposite Needles, the Yuma
project, already developed, and other small acres, making a total of 280,000
acres.
The secretary of the board recommended to the then governor of the State

that the State water commission be directed to withhold authority for the
development of any project on the river other than the Boulder Canyon project,
which was and is sponsored by Arthur B. Davis. This proved unsatisfactory
to the people of the State.
In 1921 the legislature appropriated further funds for the investigation of

the Colorado River and specifically directed the State water commission to
make the investigation before the Colorado River compact should be nego-
tiated. Again an unsatisfactory result was had, for, notwithstanding the spe-
cific injunction above mentioned, the investigation was not started (August
15, 1922) until a year after the money was available (July 1, 1921), and the
report of the investigation of the river (July 5, 1923) was not made until
nearly a month after the compact was negotiated and signed (November 24,
1922). The Arizona engineering commission that made the investigation was
composed of E. C. La Rue, Walter J. Preston, and H. E. Turner. The report
of this commission cast the greatest doubts upon the findings of Arthur B.
Davis and upset the basis upon which Arizona was figured into the compact
by asserting the possibility of irrigating 700,000 acres in Arizona. However,
the result was not conclusive and proved unsatisfactory to many citizens who
-were studying the problem. In September, 1923, Governor Hunt sent another
party into the field under the leadership of George W. Sturtevant and E. L.
Stan. These engineers reported favorably upon the irrigation of 3,500,000
acres of land in Arizona by means of a high-line canal and the feasibility of
"Spencer Canyon Dam site.

At the general election in 1924 an initiative measure appropriating $100,000
for investigation of the river was defeated at the polls, although it received
by long odds the largest vote cast for any others of the many measures sub-
mitted, not any receiving the approval of the people.
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In December, 1924, Governor Hunt sent another party of engineers in the
field composed of Frank P. Troth and Earl H. Parker and assistants. This
party, among other matters, reported favorably upon the Bridge Canyon Dam
site and the possibility of irrigating large areas in Arizona through a tunnel
from Bridge Canyon to Yucca.
The legislature in 1925 appropriated $25,000 for each of the ensuing two

years for investigation of the river, providing the Federal Government matched
the funds. The United States Geological Survey has matched these Statefunds and engineers are now in the field for the purpose of further study of
the possibilities of power and irrigation in Arizona.
In addition to these activities of the State Howard S. Reed was in the fieldin 1922; so also was Robert H. Williams and George H. Maxwell. The resultof these efforts showed a canal could be brought from the Bouse Valley to thevicinity of Phoenix through alluvial valleys and with very little difficultydue to mountain ranges. September 20, 1923, and May 11, 1925, Fred T. Colter,

under the authorization of Governor Hunt, filed with the State water com-mission applications for permits for the appropriation of water at Glen Canyon
and at Spencer and Bridge Canyons sufficient to irrigate 3,600,000 acres ofland in Arizona. On October 13, 1925, the State water commissioner canceledthe permit to J. B. Girand for a dam at Diamond Creek on the Colorado River.On October 20, 1925, the board of directors of State institutions protestedbefore the Federal Power Commission the granting by that commission of apermit at the same place to Mr. Girand.
The State has made, before the State water commissioner, filings on theParker Gila Dam site above Parker, on the Bridge Canyon Dam site, and on

the Glen Canyon Dam site for power, irrigation, and other purposes, and onOctober 20, 1925, it filed on the Bridge Canyon with the Federal PowerCommissioner.
By these activities Arizona asserts all and due diligence in the initiationof its prior rights and the investigation for the early development of theriver for the benefit of the people of the State. The one thing necessary toproject these priorities is continued and consistent development of the proj-ects. If Arizona does this it need not fear the outcome.
Arizona is aware but not concerned in certain reports of engineers adverselyaffecting its hopes of irrigating large areas of land in the State from theColorado. In this connection it is sufficient to. say engineers sometimes makereports that soon after they wish the public would forget. It is pertinentto recall the record of the San Carlos Dam project. It was more than oncepronounced infeasible by Engineers of the Reclamation Service, neverthelessit is now under construction. See report of engineers to the Secretary ofWar February, 1914.
The Columbia River project in Washington was adversely reported uponby the Reclamation Service in 1905 because, forsooth, the certain line examinedfor the main canal did not appear feasible, yet the Washington engineers madea thorough investigation and found a feasible route and pronounced this vastproject practical. Afterwards Gen. Geo. W. Gothals made an examinationreduced the estimates of the Washington engineers and pronounced the projectentirely feasible without taking account of the 100,000 electrical horsepowerthat is incidental to the project. In these reports the significant policy is laiddown that power should be a coworker in bearing the burdens of irrigation.See reports of Columbia Survey Commission, State of Washington, 1920, and ofGeo. W. Gothals, State of Washington, 1921. We recently learned that ElwoodMead has reported unfavorably upon this project.
It is very probable this report is in harmony with the general feeling cuWashington, D. C., against financing by the Federal Government any furtherirrigation projects in the Northern States until the projects already developedreach a sound condition. This condition does not exist in Arizona, on thecontrary the Federal projects in this state are remarkably successful. Th-?condition of the north only shows that the greatest use the Colorado Rivercould be put to would be to bring all the water over all the power dams tothe lower basin and there give it the added duty of irrigation where it wouldmake its greatest agricultural returns.
E. C. LaRue pronounced a high line canal from the Colorado River in Ari-zona infeasible. One principal reason offered was the topography of thecountry would allow of nothing short of a 92-mile tunnel to get away fromthe river with. Yet Messrs. Trott and Parker find it possible to get awayfrom the river with a tunnel 70 miles in length. See report of Arizona Engi-
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neering Commission and map above referred to. Mr. La Rue, however, can be
complimented for continually making his opinion conform to additional fats
as he accumulates them. He has insisted upon a complete study of the
whole problem.
The special board of engineers reporting on the Sturtevant-Stam open canal

project to Secretary Work, expressed very grave doubts of there being 3,500,,
000 acres of land in Arizona that could be irrigated from the proposed canal.
It needs only to be stated that nearly every one in Arizona knows there
such an acreage whether any one in Washington does or not. This board'
further states there was no regulating reservoir on the line of the canal
which condition would render the canal impractical. So possibly, it would.
were this a fact. Fortunately there is a magnificent reservoir on the Williams.
River capable of holding 1,600,000 acre feet of water. See report of Arizona
Engineering Commission. Of course engineers who had never been on the..
ground could not be expected to know this.
The board further states that the canal would be located in 30 or 40 miles-

of shale along the side of the canyon walls. A small fraction of this distance,
is nearer the truth as the formation dips away from the canal line. The
statement that a tunnel from the Sacramento Valley to the Williams River,
27 miles long, would be necessary is of like nature as the rest. Actual eleva-
tions determined in the field show that this canal line would go through this.
locality with a very short tunnel. Space does not permit the further discus-
sion of this high-powered report, except to add that instead of its being 400)
miles from the point of diversion to the Bill Williams it is about 200 miles.
There is also the Herman Stabler report on the water supply of the Colo-

rado River. The actual record of run-off for the 20 years previous to 192.3.:
shows plenty of unappropriated water for Arizona's projects. But this actual
measurement of 20 years must be thrown aside so the run-off for many years
previous to these years was estimated and averaged in with the actual record
with the result that the estimated average run was much less than the actual
measurement for the same years, therefore the actual run-off for the 20 years
was unsafe and the future would certainly show less than the past 20 years.
This appears to be the funniest report yet. It fits in beautifully with the-
statements that there is not enough water for an Arizona high-line irrigation,
project.
It is common knowledge that before civilization took possession of this

region the run-off was less and the streams were smaller, although running
some water continuously. Every old settler in the country will testify to this
fact. We have the word of Father Kin°, who visited the Casa Grande ruins
on the Gila about 1700, that the Gila was a small stream containing many fish.
It is now a wide waste of sand at this point during the large part of the
year. But this is nothing new. For 7,000 years it has been demonstrated that
when man and domestic beast occupy a country, watersheds become denuded
and floods rush down to the sea unretarded by vegetation. The logic of the
Stabler report is that if the record reached back far enough it would show
there was no run-off at all during the 20 years previous to 1922, or that the
worthy gentleman intended to restore this region to its primeval state and
by so doing reduce the run-off of its volume before the white man came upon;
the scene.

All these sort of findings by engineers outside of Arizona is causing Arizona
to become somewhat suspicious. It may be there is a desire in some quarters
to have monuments erected. If so, Arizona is not interested in building
monuments. The tenor of these reports in connection with the attitude of
other interests outside of the State appear to convey impressions to the citi-
zens of this State that they consider Arizona has very little to say or do in the
matter. If this be the case, they will learn that Arizona has a great deal to.
say in the premises, and that it intends to say it.
From all the foregoing it will be seen that the Boulder Dam is disastrous

to Arizona's interests, that Arizona has just cause to oppose it, that: it cam
prevent its construction, and for these reasons it will never be built.
'Much has been said about the compact to this committee. I will only say

that when it was first promulgated the argument was shouted from the moun-
tain tops that Arizona need have no fear in signing, because there was water
enough for all, there was no need for the pact, and the further fact that the

of inadequacy was the very cause of the pact When the foolishness of
this argument became apparent, then the talk was reversed to the effect' that.
there was not water enough for all; therefore Arizona must sign so, all' the
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rest of the States could have all and more than they could use, and in this
way the consent could be secured for development of the river, this notwith-
standing Arizona was the only State that was giving not only a great deal
but was being left with only a small fraction of what it could use. There
never has been an argument for the pact that showed any benefits to Arizona.
In fact, practically every paragraph in it is an attempted rape of Arizona's
rights in the river.
To the upper basin States we say, we have no quarrel with you so long as

you do not ask us to sign the pact. If you wait until the whole river and its
entire possibilities are investigated and determined you will likely decide there
is no need of a compact. We may have something to say if any locality out-
side the river basin attempts to take water out of the basin.
To Nevada we say you may find great possibilities of irrigation from a

high diversion at Bridge Canyon.
To the Imperial Valley we say, we do not question your water rights, nor

do we wish to retard your development, but, on the contrary, we offer you
everything at Bridge Canyon that you can secure at Boulder Canyon.
To Mexico we say, we might entertain something providing Arizona was

given an extended boundary to the Gulf of California so that it could have
a wide water port.
To California we say, if the law, the geography, the topography, and the

financial status governing give the river to Arizona, why should we divide
with you. At any rate you have had the bold affrontery to attempt the inva-
sion of Arizona's territory with the Boulder Canyon Dam without even con-
sulting us, except to ask us to sign a compact which you since repudiated.
You are ruthlessly forcing a use of the river that would rob Arizona of its
future and at the same time deliver the spoils to a foreign country.
To all alike we say, let's think this whole matter out before we fight it out.
To the Federal Government, in behalf of the Imperial Valley, in behalf of

the Yuma Valley, in behalf of the Palo Verde Valley, and all other areas on
the river floor, and having in mind the greatest use of the river, we say that
it should build its flood-control dam at Bridge 'Canyon and not at Boulder
Canyon. A great mass of people in California who are howling for the Boulder
Dam do not know where it is, so change the name of " Bridge " to " Boulder "
and it will be unanimous.
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DAMS IN THE MINNESOTA NATIONAL FOREST

APRIL 19 (calendar day, APRIL 24), 1926.—Ordered to be printed

Mr. GOODING, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany H. R. 292]

The Committee on Agriculture and Forestry, to which was re-
ferred the bill (H. R. 292) to authorize the Secretary of Agriculture
to acquire and maintain dams in the Minnesota National Forest
needed for the proper administration of the Government land and
timber, having considered the same, report favorably thereon with
the recommendation that the bill do pass with the following amend-
ment.
On page 1, line 9, after the word "section," strike out the figure

"1" and insert the figure "21."
The bill has the approval of the Department of Agriculture, as

will appear from the report submitted from the House Committee
on Agriculture, which reads as follows:
The Committee on Agriculture, to whom was referred the bill (H. R. 292)

to authorize the Secretary of Agriculture to acquire and maintain dams in the
Minnesota National Forest needed for the proper administration of the Gov-
ernment land and timber, having considered the same, report thereon with a
recommendation that it do pass with the following amendment:

Strike out all matter after the enacting clause and insert in lieu thereof the
following language:
"That the Secretary of Agriculture is hereby authorized to accept, on behalf

of the United States, title to a dam and appurtenances thereto constructed and
hitherto maintained under authority of law by the J. Neils Lumber Co. at the
outlet of Cass Lake, in the State of Minnesota, together with the right of *ay
for the abutment of said dam on lot 2, section 1, township 146 north, range 30
west, fifth principal meridian, and the flowage rights thereon, and to thereafter
maintain or reconstruct said dam in good and serviceable condition: Provided,
That when Lake Winibigoshish is at such a level as to hold Cass Lake at a level
of two and five-tenths feet or more on the Cass Lake gauge enough of the dam
shall be removed or kept open to permit the passage of boats and logs.
"SEC. 2. That if the maintenance of the dam by the United States as provided

in section 1 hereof shall cause any lands in private ownership to be submerged
and damaged the Secretary of Agriculture may, in his discretion, acquire title to
said lands so submerged by purchase under the provisions of sections 7 and 8 of
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the act of March 1 1 (Thirty-sixth Statutes at Large, page 961), or in lieu
of said purchase • ompensate the owners of said submerged lands for all
damages sustained eason of said submergence upon proper showing of proof
that said damages are due exclusively to the maintenance of the dam as author-
ized herein.
"SEC. 3. That to carry out the purposes of this act there is hereby authorized

to be appropriated, out of any moneys in the Treasury not otherwise appropri-
ated, for expenditure during the fiscal year ending June 30, 1927, the sum of
$5,000 and annual appropriations of like sums to carry out the purposes of this
act during ensuing years are hereby authorized."

This amendment incorporates the general provisions of a similar bill offered
in the Sixty-eighth Congress (H. R. 7151), and is made at the suggestion of Acting
Secretary of Agriculture R. W. Dunlap, who advises that the bill so amended has
the approval of the Director of the Bureau of the Budget and is not in conflict
with the President's financial program.
The amendment differs from the provisions of the original bill mainly in that

it restricts the authority of the Secretary of Agriculture to acquire title to sub-
merged lands to only those lands submerged as a result of the operation of the
J. Neils Lumber Co. Dam, whereas in the original bill there is broader language
making the purchase provision applicable to submergencies resulting from
maintenance of level in "any other body of water" within the Minnesota National
Forest.
The letter from the Acting Secretary of Agriculture in reference to the bill is as

follows:
JANUARY 13, 1926.

Hon. G. N. HAUGEN,
House of Representatives.

DEAR MR. HAUGEN: I have your letter of December 8, requesting a report on
the bill H. R. 292, entitled "To authorize the Secretary of Agriculture to acquire
and maintain dams in the Minnesota National Forest needed for the proper ad-
ministration of Government land and timber."

This measure would authorize the department to acquire by purchase or con-
demnation proceedings certain lands within the Minnesota National Forest of that
State which are occupied by dams or which become submerged thereby in main-
taining a certain water level in Cass Lake. The sum of $5,000 is authorized to be
appropriated for the purpose of acquiring such lands or maintaining and improving
any dam, structure, or improvement thereon.

Cass Lake is within the Minnesota National Forest, which was established by
the act of May 23, 1908 (35 Stat. 368). A dam has been constructed by the
J. Neils Lumber Co. to maintain a certain water level of the lake. A permit for
the dam was obtained from the Secretary of the Interior under the act of June 27,
1902 (32 Stat. 404), for the purpose of removing timber on ceded Chippewa
Indian lands. The company having concluded its timber operations there has
decided to abandon the dam and has offered to grant title to it to the Government.
The department is very much interested in maintaining a certain water level

on Cass Lake in order that logging operations may continue for the removal of
the mature Government timber which can be transported to mills only by this
waterway. It is also interested because the region of Cass Lake is visited very
extensively during the summer months for recreational purposes. Many tracts
are occupied under special use permits, and in order to reach these Government
lands it is necessary to maintain a certain depth of water for the transportation
of motor-propelled water craft. Any lowering of the level of the lake would
seriously interfere with the enjoyment of the region for recreation, since it would
limit travel by launch to important parts of the islands and shore line of the lake.
It would also depreciate the value of the national forest stumpage on lands ad-
jacent to the lake to the extent of approximately $2 per 1,000 board feet.
The matter of maintenance of this dam was presented to the War Department,

and under date of April 24, 1923, the Secretary of War stated that Congress has
not delegated to his department any general power to authorize construction or
maintenance of dams such as the one under consideration. The matter was also
considered by the Solicitor of the Department of Agriculture, who has rendered
an opinion that there is no present authority in the Department of Agriculture
to acquire this dam site and lands which may be flooded or the right to flood same.
In the year 1923 only $11.20 was received from timber sales in the Minnesota

National Forest. For the fiscal year ending June 30, 1924, this figure increased
to $12,471.82, and for the fiscal year 1925 the receipts from timber sales amounted
to $19,392.56. The receipts from special uses in the Minnesota National Forest
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in 1921 were $1,289. The increased occupancies of land for recreational purposes
brought this total for the fiscal year 1925 up to $2,432 or double the amount
within four years. The total receipts for the Minnesota National Forest since
1921 are as follows: 1921, $1,330.49; 1922, $2,264,92; 1923, $2,087.65; 1924,
$14,938.50; 1925, $21,848.27.

Unless the water level in Cass Lake can be maintained at the present height,
the region will not have the attraction for recreationists, and the opportunities for
timber transportation will be very seriously impaired. Correspondingly the
sources of revenue will be greatly depreciated. In the opinion of the depart-
ment, therefore, it is not only good business but it is necessary for the Govern-
ment to acquire title to this dam and to maintain this water level.
A bill of similar general character (H. R. 7151) was favorably reported upon

by the department at the last session of Congress with the concurrence of the
Director of the Budget in respect to absence of conflict with the financial program
of the President. The former measure, however, differed from the present draft
in that the acquisition of submerged lands under H. R. 7151 was confined to
those affected by the construction of the J. Neils Lumber Co. dam, while in
H. R. 292 there is broader language making the purchase provision applicable
to submergences resulting from maintenance of level in "any other body of
water" within the Minnesota Nationa,1 Forest. On reference of this latter
measure to the Director of the Bureau of the Budget he has advised that if the
bill were amended to authorize the Secretary of Agriculture to accept title to the
dam and right of way specified in H. R. 7151, Sixty-eighth Congress, and to
limit the purchase of lands and payment for damage to subniergences resulting
from the operation of the dam, it would not be in conflict with the President's
financial program. In view of this expression and of the fact that the depart-
ment has at no time contemplated any use of the appropriation, if granted, other
than in the maintenance of the water level created by the J. Neils Lumber Co.
dam, it is recommended that the bill, be amended along the lines indicated by
the Director of the Bureau of the Budget.

Sincerely yours,
R. W. DUNLAP, Acting Secretary.
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LONGFELLOW MEDAL
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Mr. MCLEAN, from the Committee on Banking and Currency,

submitted the following

REPORT

IT° accompany S. 4018]

The Committee on Banking and Currency, to which was referred
the bill (S. 4018), to authorize the Secretary of the Treasury to
prepare a medal with appropriate emblems and inscriptions com-
raorative of the poet Henry W. Longfellow, considered the same
and reports favorably thereon that the -bill be passed without amend-
ment.
The International Longfellow Society was incorporated under the

laws of Illinois in 1913. The objects of the society as stated in its
articles of incorporation are "To secure and preserve the birth-
place of America's greatest poet, Henry W. Longfellow; to collect,
exhibit, and preserve printed or other matter and material relating
to him; to encourage a world-wide observance of each succeeding
anniversary of his birth; to promote the study of his writings and
other literature."
Below is a copy of a letter from Hon. Andrew W. Mellon, Secretary

of the Treasury:
TREASURY DEPARTMENT,

Washington, April 20, 1926.

Hon. GEORGE P. MCLEAN,
Chairman Committee on Banking and Currency,

United States Senate, Washington, D. C.

DEAR SENATOR MCLEAN: MT. Arthur C. Jackson, president of the Inter-

national Longfellow Society, Portland, Me., who is sponsoring a bill to authorize

the issue of a commemorative piece to aid his society in the preservation of the

birthplace of Longfellow, has to-day called at the department and stated that

he had abandoned his advocacy of a coin and now hoped for favorable action by

Congress authorizing a medal.
My attention has also been called to the proceeding in the House of Repre-

sentatives on April 19, page 7638 of the record, which manifests the status of this

proposed legislation. (Excerpt of the Record attached; also S. 4018, Apr. 20,

p. 7675.)
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The department will be ready to cooperate with the Longfellow Society in issu-
ing a medal should Congress authorize the same. The facilities and experience
of the mint could be placed at the disposal of the association for the production
of a suitable medal, and every assistance possible would be rendered by this
department to expedite its production.

It is understood indirectly that there is a possibility of the sponsors of the
Oregon Trail coin abandoning their idea of having a coin issued and accepting the
proposal that a bill be introduced asking Congress to authorize the issue of a
medal for this commemoration also.
The fact that the medals were authorized by Congress would attach a dignity

and importance to them. Favorable legislation would be compatible with the
policy of the department in regard to such commemorations.
The idea of substituting medals for coins would appear to be worthy of every

encouragement.
A similar letter is being addressed to the chairman of the Committee on Coin-

age, Weights, and Measures of the House.
Respectfully, ,

A. W. MELLON,
Secretary of the Treasury.
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BRIDGE ACROSS THE RIO GRANDE AT EAGLE PASS, TEX.

APRIL 19 (calendar day, Arita, 24), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany S. 31351

The Committee on Commerce, to whom was referred the bill
r(S. 3135) granting consent of Congress to Eagle Pass & Piedras
Negras Bridge Co. to construct, maintain, and operate a bridge
across the Rio Grande at Eagle Pass, Tex., have considered the
same and report thereon with amendments and as so amended
recommend that the bill do pass.
The bill has the approval of the Departments of State, War, and

Agriculture, as will appear by the annexed communications.
Strike out all after the enacting clause and in lieu thereof insert

the following:
That the Eagle Pass and Piedras Negras Bridge Company, its successors and

assigns, alone or in connection with a company operating under sanction of the
Mexican authorities on the Mexican side of the Rio Grande, are hereby authorized
to erect, maintain, and, if necessary, rebuild a permanent bridge across the
Rio Grande at Eagle Pass, Texas, and in the meantime to operate and, if neces-
sary, to rebuild the existing temporary bridge, all to be done in accordance with
the provisions of an act entitled "An act to regulate the construction of bridges
over navigable waters," approved March 23, 1906, and with the approval of
the proper Mexican authorities.

SEC. 2. That the said Eagle Pass and Piedras Negras Bridge Company, its
successors and assigns, shall within ninety days after the completion of the
bridge constructed under the authority of this act file with the Secretary of War
an itemized statement under oath showing the actual original cost of such bridge
and its approaches and appurtenances, which statement shall include any expendi-
tures actually made for engineering and legal services; and any fees, discounts,
and other expenditures actually incurred in connection with the financing thereof.
Such itemized statements of cost shall be investigated by the Secretary of War
at any time within three years after the completion of such bridge, and for that
purpose the said Eagle Pass and Piedras Negras Bridge Company, its successors
and assigns, in such manner as may be deemed proper, shall make available and
accessible all records connected with the construction and financing of such
bridge, and the findings of the Secretary of War as to the actual cost of such
bridge shall be made a part of the records of the War Department.
SEC. 3. The right to sell, assign, transfer, and mortgage all the rights, powers,

and privileges, conferred by the act is hereby granted to the said Eagle Pass and
Piedras Negras River Bridge Company, its successors and assigns, and any
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corporation to which such rights, powers, and privileges may be sold, assigned,
or transferred, or which shall acquire the same by mortgage foreclosure or other-
wise, is hereby authorized and empowered to exercise the same as fully as though
conferred herein directly upon such corporation.

SEC. 4. The right to alter, amend, or repeal this act is hereby expressly reserved.

DEPARTMENT OF STATE,
Washington, February 26, 1926.

Hon. WESLEY L. JONES,
Chairman Committee on Commerce,

United States Senate.
SIR: I have the honor to acknowledge the receipt of your letter of February

16, 1926, inclosing a copy of S. 3135, granting consent of Congress to Eagle
Pass & Piedras Negras Bridge Co. to construct, maintain, and operate a bridge
across the Rio Grande at Eagle Pass, Tex., and asking for an expression of my
views thereon.
In reply I beg to say that from the standpoint of international relations no

objection is seen to the passage of the bill in question.
I have the honor to be, sir, your obedient servant,

FRANK B. KELLOGG.

WAR DEPARTMENT, March 80, 1926.

Respectfully returned to the chairman Committee on Commerce, United States
Senate.
So far as the interests committed to this department are concerned, I know

of no objection to the favorable consideration of the accompanying bill, S. 3135,
Sixty-ninth Congress, first session, granting consent of Congress to Eagle Pass
& Piedras Negras Bridge Co. to construct, maintain, and operate a bridge across
the Rio Grande at Eagle Pass, Tex., if amended as indicated in red thereon.

DWIGHT F. DAVIS,
Secretary of War.

DEPARTMENT OF AGRICULTURE,
Washington, February 25, 1926.

Hon. W. L. JONES,
Chairman Committee on Commerce,

United States Senate.
DEAR SENATOR: Receipt is acknowledged of your letter of February 16, trans-

mitting a copy of the bill S. 3135, with the request that the committee be fur-
nished with such suggestions touching the merits of the bill and the propriety of
its passage as the department might deem appropriate.

This bill would authorize the Eagle Pass & Piedras Negras Bridge Co. to con-
struct, maintain, and operate a bridge and approaches thereto across the Rio
Grande at Eagle Pass, Tex., either temporarily or permanently, to replace a
bridge previously constructed under authorization of Congress at this point and
destroyed by flood on or about the 19th day of June, 1922. The site indicated for
the proposed bridge is not on the system of Federal-aid highways approved for
the State of Texas and makes no immediate connection therewith. The bridge
proposed for construction undoubtedly would be a toll bridge. This department
is opposed to authorizing the erection of other than free bridges unless the in-
terests of the public are properly safeguarded by provisions definitely prescribing
the conditions which shall govern the financing, erection and operation of any
such structure and providing for proper supervision over the tolls collected and
the application of the proceeds thereof in such manner that the cost of the struc-
ture may be met and the bridge made free within a &finite period.
The department communicated with the highway department of Texas to

ascertain its attitude toward the passage of the bill. There has be?n received a
telegram from Mr. W. P. Kemper, acting State highway engineer, advising that
the highway department offers no objection to the bill. The original of Mr.
Kemper's telegram is transmitted herewith for the information of the com-
mittee.

Sincerely,
C F. MARVIN, Acting Secretary
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GRANTING LANDS TO THE CITY OF ALTUS, OKLA., FOR
RESERVOIR AND INCIDENTAL PURPOSES

APRIL 19 (calendar day, APRIL 24), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 9559]

The Committee on Public Lands and Surveys, to whom was referred
the bill (H. R. 9559) granting certain public lands to the city of Altus,
Okla., for reservoir and incidental purposes, having considered the
same, report favorably thereon with the recommendation that the
bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands, which is appended hereto and made a part of
this report, as follows:

[House Report No. 506, Sixty-ninth Congress, first session]

The Committee on the Public Lands, to whom was referred the bill (H. R.
9559) granting certain public lands to the city of Altus, Okla., for reservoir and
incidental purposes, having considered the same, report favorably thereon and
recommend that the bill do pass without amendment.
The city of Altus, Okla., has legally authorized the issuance of $690,000 water

extension bonds for the purpose of building a reservoir near Lugert, Okla., in the
Navajo (Wichita) Mountains. This reservoir will have a dam of a minimum
height of 37 feet, will impound 17,000 acre-feet of water, and will furnish an
adequate supply for the city. There will also be a surplus sufficient to be used
for irrigation and other purposes if desired.
In order to erect this dam it is necessary for the city of Altus to acquire by

condemnation, deed, or grant all land which will be flooded by the reservoir.
Examination of the records of the receiver of the land office at Guthrie, Okla.,

discloses lot 2, section 9; lot 8, section 10; lot 12, section 4; and lot 6, section 28,
township 5 north, range 20 west, Indian meridian, containing approximately

60-MT acres to be undisposed of public land subject to homestead entry. This

land is of such nature that no one has carried the file on it for a period of approxi-

mately 20 years. Therefore it can be said it is unfit for grazing or agricultural

purposes.
The object of this bill is to give the officials of the city of Altus the right to

purchase the land and use the same for public purposes. Therefore the bill



2 GRANTING LANDS TO THE CITY OF ALTUS, OKLA.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT: I have your request of February 26, 1926, for a report

on H. R. 9559, entitled "A bill granting certain public lands to the city of Altus,
Okla., for reservior and incidental purposes."
The bill proposes to grant lot 12, section 4; lot 2, section 9; lot 5, section 10;

and lot 6, section 28, township 5 north, range 20 west, Indian meridian, Okla-
homa, to the city of Altus, Okla., for reservoir and incidental purposes, upon con-
dition that the city pay for the land at the rate of $1.25 per acre within two years
from the approval of the act. All oil, coal, or other mineral deposits and the
right to prospect for, mine, and remove the same are reserved to the United
States. The bill further proposes that the grant shall be made subject to any
valid existing claims or easements and that the lands shall be used only for the
purposes for which granted. If not so used, they shall revert to the United
States upon dclaration of forfeiture by the Secretary of the Interior, if at any
time, he shall determine that the city has for more than one year abandoned the
land for the use recited in the bill.
The tracts in question are within Greer County, Okla., and were opened to

disposition by the act of January 18, 1897. (29 Stat. 490.) The records show
them to be vacant and unappropriated at the present time.
I have no objection to the enactment of the proposed legislation.

Very truly yours,
HUBERT WORK.

contains all reservations- to the United States recommended by the Interior
Department.
The report from the Secretary of the Interior is as follows:

DEPARTMENT OF THE INTERIOR,
Washington, March 6, 1926.
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PROMOTE THE AGRICULTURE OF THE UNITED STATES
BY EXPANDING FOREIGN FIELDS

APRIL 19 (calendar day, APRIL 24), 1926.—Ordered to be printed

Mr. RANSDELL, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany S. 3473]

The Committee on Agriculture and Forestry, to which was referred
the bill (S. 3473) to promote the agriculture of the United States by
expanding in the foreign field the service now rendered by the United
States Department of Agriculture in acquiring and diffusing useful in-
formation regarding agriculture, and for other purposes, having con-
sidered the same, report favorably thereon with the recommendation
that the bill do pass.
The bill has the approval of the Department of Agriculture and the

Department of Commerce, as will appear from the report submitted
by the House Committee on Agriculture on the companion bill (H. R.
10129), which is made a part of this report:

The Committee on Agriculture, to whom was referred the bill (H. R. 10129)
to promote the agriculture of the United States by expanding in the foreign field
the service now rendered by the United States Department of Agriculture in
acquiring and diffusing useful information regarding agriculture, and for other
purposes, having considered the same, report thereon with a recommendation
that it do pass.
The bill reported herewith is as follows:
"Be it enacted by the Senate and House of Representatives of the United States of

America in Congress assembled, That for the purpose of encouraging and promoting
the agriculture of the United States and assisting American farmers to adjust their
operations and practices to meet world conditions the Secretary of Agriculture
shall—
"(a) Acquire information regarding world competition and demand for agricul-

tural products and the production, marketing, and distribution of said products
in foreign countries and disseminate the same through agricultural-extension agen-
cies and by such other means as may be deemed advisable.
"(b) Investigate abroad farm management and any other economic phases of

the agricultural industry and in so far as is necessary to carry out the purposes of
this act, conduct abroad any activities, including the demonstration of standards
for cotton, wheat, and other American agricultural products in which the Depart-
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ment of Agriculture is now authorized or in the future may be authorized to
engage.

'SEC. 2. (a) The agricultural commissioners now representing the United States
Department of Agriculture in fore4gn countries shall hereafter be known as
agricultural attaches, and the Secretary of Agriculture shall appoint from time to
time other agricultural attaches after they are found to be competent through ex-
aminations held by the Civil Service Commission and the Department of Agricul-
ture in coordination.
"(b) Such officers shall constitute the foreign agricultural service of the United

States, and any officer of such service when designated by the Secretary of Agri-
culture shall, through the Department of State, be regularly and officially attached
to the diplomatic mission of the United States in the country in which he is to be
stationed. If any such officer is to be stationed in a country in which there is no
diplomatic mission of the United States, appropriate recognition and standing,
with full facilities for discharging his official duties, shall be arranged by the De-
partment of State. The Secretary of State may reject the name of any such officer
if in his judgment the assignment of such officer to the post designated would be
prejudicial to the public policy of the United States.

(c) The Secretary of Agriculture shall appoint the officers of the foreign agri-
cultural service to such grades as he may establish, with salaries in those grades
comparable to those paid other officers of the Government for analogous foreign
service.
"(d) The Secretary of Agriculture is authorized to promote or demote in

grade or class, to increase or decrease within the salary range fixed for the class
the compensation of, and to separate from the service officers of the foreign ag-
ricultural service, but in so doing the Secretary shall take into consideration
records of efficiency.
"(e) No officer of the foreign agricultural service shall be considered as having

the character of a public minister.
"(f) Any officer of the foreign agricultural service may be assigned for duty

in the United States for a period of not more than three years without change in
grade, class, or salary, or with such change as the Secretary may direct.
" SEc. 3. (a) Subject to the requirements of the civil service laws, and the

rules and regulations promulgated thereunder, the Secretary of Agriculture is
authorized to appoint, fix the compensation of, promote, demote, and separate
from the service such clerks and other assistants for officers of the foreign agri-
cultural service as he may deem necessary.
"(b) When authorized by the Secretary of Agriculture and in accordance

with the regulations of the Civil Service Commission, officers of the foreign
agricultural service may employ in a foreign country, from time to time, fix the
compensation of, and separate from the service such clerical and subclerical
assistants as may be necessary.
" SEc. 4. (a) Any officer, clerk, employee, or assistant of the Department of

Agriculture, while on duty outside of the continental limits of the United States
and away from the post to which he is assigned, shall be entitled to receive his
necessary traveling expenses and his actual expenses for subsistence or a per
diem in lieu of subsistence equal to that paid to other officers of the Government
when engaged in analogous Foreign Service.
"(b) The Secretary of Agriculture may authorize any officer of the foreign

agricultural service to fix, in an amount not exceeding the allowance fixed for
such officer, an allowance for actual subsistence, or a per diem allowance in lieu
thereof, for any clerical or subclerical assistant employed by such officer under
subdivision (b) of section 3, when such clerical or subclerical assistant is engaged
in travel outside the continental limits of the United States and away from the
post to which he is assigned.
"(c) Any such officer, clerk, employee, or assistant, while on duty within the

continental limits of the United States, shall be entitled to receive the traveling
expenses and actual expenses incurred for subsistence, or per diem allowance in
lieu thereof, authorized by law.
"SEC. 5. The Secretary of Agriculture may make such rules and regulations as

may be necessary to carry out the provisions of this act and may cooperate with
any department or agency of the Government, State, Territory, District, or pos-
session, or depArtment, agency, or political subdivision thereof, cooperative and
other farm organizations, or any person, and shall have power to make such
expenditures for rent outside the District of Columbia, printing, telegrams,
telephones, law books, books of reference, maps, periodicals, furniture, stationery,
office equipment, travel and subsistence allowances, and other supplies and
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expenses as shall be necessary to the administration of the act in the District of
Columbia and elsewhere. With the approval of the Secretary of Agriculture, an
officer of the foreign agricultural service may enter into leases for office quarters
and may pay rent, telephone, subscriptions to publications, and other charges
incident to the conduct of his office and the discharge of his duties in advance in
any foreign country where custom or practice requires payment in advance."
The bill is substantially the same as H. R. 7111, that was reported upon by the

committee in the last Congress (H. Rept. No. 248, 68th Cong., 1st sess.), to which
has been added suggestions by the Department of State and other essential
administrative features to make the foreign agricultural service of the Department
of Agriculture uniform with the Foreign Service of the Department of State and
the proposed foreign service of the Department of Commerce in order to prevent
any conflict of authority at foreign posts and to insure harmonious action by the
various representatives of the United States and to avoid all duplication of
effort in so far as possible in the interests of economy and efficiency.

Since comprehensive hearings were held and a complete report printed on
R. 7111 which passed the House April 16, 1924 (Cong. Rec. vol. 65, pt. 7,

p. 6500), the committee deemed it unnecessary to hold new hearings.
This bill definitely places in the Department of Agriculture the foreign agri-

cultural service of the United States in conformity with the spirit and letter of
the organic act creating the department and puts into permanent legislative
form authority now carried in the annual appropriation bill. It clearly defines the
activities of the department, extends to the foreign field the services that the
department is now rendering in the United States regarding competition and
demand for agricultural products, the marketing and distribution problems of
cotton, tobacco, wheat, fruits, and vegetables, animal and animal products, and
all other farm products, the investigation of farm management and other phases
of the agricultural industry, and the conduct of any activities in which the
Department of Agriculture is now authorized or in future may be authorized to
engage.
The bill has the approval of the Secretary of Agriculture and the Secretary of

Commerce who, in a letter addressed to the committee, urge its enactment, as
follows:

MARCH 10, 1926.
HOD. GILBERT N. HAITGEN,

Chairman Committee on Agriculture and Forestry,
House of Representatives.

MY DEAR Mn. HAUGEN: There are being introduced in Congress and referred
to various committees the following bills giving statutory recognition to the foreign
services of the Departments of Agriculture and Commerce: H. R. 3858 and
S. 3383 on that of the Department of Commerce, and H. R. 10129 and S. 3473 on
the Department of Agriculture. These measures have been subject to the most
careful consideration on the part of both departments, individually and in con-
sultation, and in their present form they represent the joint agreement of the two
departments. We, therefore, recommend their early and favorable consideration
by the Congress.

Very sincerely yours,
HERBERT HOOVER,

Secretary of Commerce.
W. M. JARDINE,

Secretary of Agriculture.

The committee has on file in its office a statement indorsing the Ketcham bill
in the Sixty-eighth congress signed by 19 leaders of American agriculture,
representing millions of farmers, as follows:
"H. R. 7111, introduced by Mr. Ketcham, is a bill to promote American agri-

culture by making available and expanding the service now rendered by the
Department of Agriculture in gathering and disseminating information regarding
agricultural production, competition, and demand in foreign countries in pro-
moting the sale of farm products abroad and in other ways. We strongly urge
all Senators and Congressmen to facilitate the passage of this bill. There never
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was a time in the history of American agriculture when there was greater Reed of
the activities contemplated by this bill.

"Respectfully submitted.
"L. J. Taber, master, National Grange; T. C. Atkeson, Washington

representative of the grange; C. S. Barrett, president Farmers'
Educational and Cooperative Union of America; F. J. Hagan-
barth, president National Wool Growers' Association, by S. W.
McClure; A. M. Loomis, secretary American Dairy Federation
and secretary National Dairy Union; George C. Jewett, general
manager American Wheat Growers' Association; Charles V.
Holman, secretary National Cooperative Milk Producers' Feder-
ation and secretary National Board of Farm Organizations;,
Chester Davis commissioner of agriculture, State of Montana;
Western Tad Association, by S. W. McClure, manager; Pendle-
ton Commercial Association, by S. R. Thompson

' 
chairman, agri-

cultural committee, also president of Oregon Export League;
Charles E. Hearst, president Iowa State Farm Bureau, Des
Moines; George E. Duis North Dakota Wheat Growers' Asso-
ciation, Grand Forks, N. Dak.; W. L. Stockton

' 
Clarkston.

Mont., president Montana State Farm Bureau; Carl Gunderson,
South Dakota Wheat Growers' Association, Mitchell, S. Dak.,
G. P. Mix, Moscow, Idaho; T. C. Winn, Nephi, Utah; A. R;

OShumway, Milton, reg.; Oregon Wheat Growers' Association;
Hubert Egbert, president Farmers' Union, The Dalles, Oreg.;
S. Sykes, president Corn Belt Meat Producers' Association."

A consideration of the problems involved in the disposition of the surplus of
agricultural products abroad and the adjustment of farm production at home
and the work that is already being done in the Department of Agriculture con-
vinces the committee of the value and importance of this work.

COLLECTING AND DISSEMINATING FOREIGN AGRICULTITRAL INFORMATION

The field work regarding foreign competition and demand of the Department
of Agriculture now carried on in foreign countries utilizes to the fullest extent
the agencies of other departments of the Government operating abroad.

COOPERATION WITH OTHER DEPARTMENTS

The foreign service of the Department of Agriculture comprises the Inter-
national Institute of Agriculture at Rome, where, through cooperation with the
Department of State, a representative of the Bureau of Agricultural Economics
is the permanent delegate of the United States. Through the institute the
department maintains contact with 64 of the leading nations of- the world, and
from their ministries of agriculture receives periodic reports relative to areas
seeded, crop conditions, production, stocks, imports and exports of agricultural
products, price trends, and other pertinent information.

This exchange of information is an interchange between the departments of
agriculture of the world, cleared through the international institute at Rome.
From 26 of the most important agricultural centers this interchange of agricul-
tural information is effected by telegraph.

This basic reporting service of the international institute is supplemented by
cooperation between the Department of Agriculture and the Consular Service
of the Department of State. Through arrangement with the office of the consul
general the Bureau of Agricultural Economics is coordinating the reporting on
agricultural subjects by the 400 American consuls stationed in every quarter of
the globe. The Department of Agriculture handles about 500 consular reports
each month on agriculture and allied subjects.
The Department of Agriculture cooperates with the Department of Commerce

through its Bureau of Foreign and Domestic Commerce with reference to inter-
national trade in American agricultural products. As reparts on the exports
from the United States are received in the office of the above bureau, the depart-
ment is notified and experts from the Bureau of Agricultural Economics cooperat-
ing with experts from the Department of Commerce tabulate the information
and the results are available to both departments. As reports of the commercial
attaches are received in Washington, all of those pertaining to agriculture and
general economic conditions are supplied to the Department of Agriculture.
The Bureau of Agricultural Economics handles about 165 attache reports each
month.
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At present the Department of Agriculture is coordinating the current reports
on agriculture being made by the international institute at Rome, the Consular
Service, and the commercial attaché service summarizing this material into a
homogeneous whole and making this information available to American farmers
at the earliest possible moment after its receipt. To supplement this routine
work by other departments, the Department of Agriculture maintains in foreign
countries at strategic points highly specialized experts working out special prob-
lems that are technically beyond the scope of the organizations of the other
departments.

During the fiscal year 1925-26 eight field workers have been maintained
abroad at permanent stations, while more than 60 specialists have been in for-
eign countries engaged upon problems of vital interest to the production and
marketing problems of the American farmer. The permanent offices in foreign
countries report by radio, cable, and mail on the current economic and agricul-
tural conditions in the countries under their jurisdiction.

Over 65 cables and between seven and eight hundred written reports are
received monthly by the Bureau of Agricultural Economics alone. This
bureau comprises 80 sections covering the economic production and market-
ing of agricultural commodities and is in contact with every important coopera-
tive association and private marketing organization in the country. The ex-
tension bureau of the department, with its 2,300 county agents, is in contact
with the individual producer whether associated cooperatively or marketing his
products individually. Through these channels of direct contact the information
relative to competition from abroad and the demand of foreign markets for
American agricultural products is transmitted in the most direct and under-
standable manner to producers and to those marketing farm products.

FOREIGN NEWS SERVICE

The foreign news service of the Department of Agriculture is coordinated with
the domestic market-news service and utilizes the machinery already established
in the Department of Agriculture, thus giving the foreign agricultural information
wide distribution at a comparatively small cost. This dissemination machinery
consists of Foreign Crops and Markets, containing the current information
received from every source on the condition of the principal crops in foreign
countries and representing conditions affecting demand in foreign markets,
together with special studies of countries and commodities.

Reports including a monthly review of world agriculture and a monthly survey
of the foreign dairy situation as well as weekly statements on foreign crops and
markets are prepared for weekly publication in Crops and Markets, which goes
to 125,000 crop reporters, farmers, county agricultural agents, and tradesmen.
The department operates in connection with its market-news work more than

7,000 miles of leased telegraph wire stretching to all parts of the agricultural
country. As foreign agricultural news is received at Washington, the reports are
flashed over this telegraph system to more than a score of branch offices, which,
in turn, disseminate the information among producers through newspapers,
mails, and radio.
More than 75 radio broadcasting stations, blanketing the entire country,

cooperate without compensation in dispatching both domestic and foreign
agricultural news.

Foreign agricultural news is at the present time being collected throughout the
world and is being correlated and disseminated with dispatch throughout the
United States.
The Ketcham bill proposes to make permanent this service to the American

farmer.

S R-69-1—vol 2-45
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BRIDGE ACROSS THE COLUMBIA RIVER BETWEEN LONG-
VIEW, WASH., AND RAINIER, OREG.

APRIL 19 (calendar day, APRIL 24), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany S. 3804]

The Committee on Commerce, to whom was referred the bill
(S. 3804) granting the consent of Congress to W. D. Corner and
Wesley Vandercook to construct, maintain, and operate a bridge
across the Columbia River between Longview, Wash., and Rainier,
Oreg., have considered the same and report thereon with amend-
ments and as so amended recommend that the bill do pass.
On page 2, in line 20, strike out the words "particular location"

and insert the words "Pacific Ocean."
On page 2, in line 25, after the word "empowered," insert the

words and if requested to do so are directed."
This is a bill to permit the building of a bridge across the Co-

lumbia River about 40 or 50 miles below Vancouver, Wash., and
nearly opposite the city of Longview, a new city of about 15,000
people.

Ordinarily there is no opposition to bills of this kind. The people
of the State of Washington, except those of Vancouver, are urging
the passage of this bill and the public highway commission of the
State favors it. The people of Oregon alona

b 
and down the river

below the point where the bridge is to be built favor it. The people
of Portland oppose it. A bill passed last year granting the right to
construct the bridge provided that the approval or consent of the
highway commissions of the States of Oregon and Washington
should be had before construction could begin. Washington gave
its approval. Oregon did not. No action even was taken in Oregon
upon the application for consent or approval. The port of Port-
land, its chamber of commerce, and State highway commission are
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opposed to the building of any bridge. Their attitude was expressed
in an editorial in the Oregon Journal of April 12 when it said:

It must be doubted that the Longview Bridge bill, even as modified Saturday
by Senator Jones of Washington and Senator McNary, yet meets the objections of
Portland or fully protects the commerce interests of the Columbia hinterland.
In general, the measure still cOnveys authority to build the bridge. There

should be ho bridge.

A law has been passed by the Oregon Legislature in effect asserting
complete authority over the Columbia River, and, even if it should
give its assent but insist upon a full compliance with its terms, it is
practically impossible to construct a bridge across the river under
such conditions. This act provides among other things:

SEC. 2. Before any toll bridge shall be constructed or the construction of the
same commenced over any stream, river, bay, arm of the ocean, or other body of
water upon any State highway, Federal-aid highway, or upon any highway
constituting a direct or immediate extension thereof, or a connection between
two State highways or Federal-aid highways, or upon any highway over which
travel might be diverted from a State or Federal highway, application shall first
be made to the State highway commission for a permit to construct, operate,
and maintain such bridge. If, in the judgment of the highway commission, the
interest of the public will be served by the construction of such toll bridge, the
State highway commission may grant a permit for the construction, maintenance,
and operation of such toll bridge upon such terms and conditions and under
such regulations as the highway commission may deem proper, not inconsistent
with the provisions of this act: Provided, however, That the granting or with-
holding of such permit shall rest in and be left to the judgment and discretion
of the State highway commission.
SEC. 3. If, in the judgment of the highway commission, such permit should be

granted, the commission shall, before issuing a permit and before the construc-
tion of such bridge has been commenced, require such applicant to submit to
the commission the location design, plans, and specifications for the construction
of such bridge, together with such drawings and maps as may be required for a
full understanding of the subject, and the construction of such bridge shall not
be commenced until the same have been approved by the commission.
SEC. 4. Whenever the highway commission grants a permit for the construc-

tion of a toll bridge, as in this act provided, said commission shall maintain on
said bridge during the construction thereof an inspector who shall have author-
ity to require the construction of said bridge in harmony with the plans, specifi-
cations, and design which has been approved by the highway commission. The
compensation or wages to be paid said inspector shall be fixed by the State
highway commission, but such compensation, together with the subsistence of
such inspector, shall be paid by the applicant to whom the permit for the con-
struction of such bridge has been issued.
SEC. 12. From and after the passage and taking effect of this act no bridge

shall be constructed over or across any navigable water wholly or in part within
this State or over lands lying between high and low water on any navigable
stream within or forming the boundary of this State unless and until the plans of
such bridge and the elevation and clearance thereof shall be first approved by
the State highway commission, and if such bridge shall be located within the
limits of any port district existing under the laws of this State or between any
such port district and the Pacific Ocean unless and until the plans of such bridge
and the elevation and clearance thereof shall be first approved by the board of
commissioners of such port district: Provided, however, That the approval of the
State highway commission shall not be required in cases where such bridges are
located wholly within the corporate limits of cities of over 100,000 population.

It is urged on behalf of Oregon that it has contributed large sums
of money toward the improvement of the river to the sea from
Portland and that there should be no obstruction to navigation across
the river.

Portland has contributed large sums for the improvement of the
river. The benefit of such expenditures has come largely to her and
her industries. She has also received the benefits from Federal
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expenditures for the improvement of navigation. Neither Oregon's
expenditures, if any, nor Portland's give either the right of control
over the river. That still remains in the National Government and
must remain there.
No substantial obstruction to navigation on the Columbia River

should be -permitted. The navigation of the river is fully safeguarded
by this bill. It goes further in this respect than any bill that Congress
has ever passed.
Unusual consideration has been given to this bill. Hearings were

had by a subcommittee. Representatives of Oregon appeared before
the committee. The whole situation was gone into thoroughly.
Near the close of the hearings, Senator Bingham, chairman of the
subcommittee, made this suggestion:
You have given a great deal of thought to this question. What would you say

to an amendment of some kind to the general bridge act which would require
that in all cases of doubt or protest by local communities, the site of the bridge
and the specifications thereof should ultimately be determined by a board of
three, one representing the War Department and the Corps of Engineers, one
representing the Commerce Department and the Bureau of Navigation, and one
representing the Department of Agriculture and the Federal Bureau of Roads.
Mr. LEWIS. Not having given any particular attention to that, Senator, I

am not prepared to say whether, as a matter of routine of the Federal Govern-
ment, it would be practical or not. It would seem that whatever agency the
Federal Government sees fit to set up to govern those things would be perfectly
proper. It does not seem to me that it makes any difference whether it is the
Chief of Engineers, the Department of Commerce, the Department of Agri-
culture, or a combination of them, as long as it is vested in some Federal agency;
which must, in the interest of the Government, be true all over the United States,
to have uniformity of action.

Senator BINGHAM. You would recognize, however, that each of these depart-
ments has a distinct interest in a bridge of this type—the War Department
having an interest in its ability to maintain a proper channel, the Department
of Commerce having an interest in its duty to promote commerce, particularly
ocean commerce, and the Department of Agriculture having as a part of its
duty the establishment and promotion of the system of Federal highways?
Mr. LEWIS. I would suggest that if the committee is not personally advised

as to the procedure—fully advised as to the procedure—of the Chief of Engineers
and the War Department, you should read General Taylor's testimony given
yesterday before the House committee, in which he went into it in great detail,
and showed that his jurisdiction is coordinate with the Secretary of War, and
that the two agencies now pass upon it; but those matters are matters of no great
moment to us. The thing we are urging, as I tried to point out a week ago, is
simply that the Federal Government take charge of this through any agency
it chooses to set up.

To this Mr. Shull, on behalf of the Oregon people, said:
If I may be permitted, I would say that the chairman's suggestion as to a

committee of three to pass upon these matters meets with our approval.

The bearing closed. Everybody supposed that a happy solution
had been reached. A bill was introduced embodying the general
bridge provisions adopted by the committee and embracing, with
other minor suggestions, the suggestions made and agreed to at the
hearing, namely, that the Secretaries of War, Commerce, and Agri-
culturP, should do what the Secretary of War has been doing hereto-
fore and that their action should be taken jointly.
The till provides that—
The construction of such bridge shall not be commenced nor shall any altera-

tions of such bridge be made either before or after its completion until the plans
and specifications for such construction or alterations have been first submitted
to and approved by the Secretary of War, the Secretary of Commerce, and the
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Secretary of Agriculture, acting jointly, and they, acting jointly, shall determine
whether the types, designs, and specifications thereof are adequate, based upon
the proposed use, volume, and weight of traffic passing over such bridge, and
whether the height and clearances of such bridge are adequate to protect the
commerce on said Columbia River, and whether the location selected is feasible
for the erection of such bridge without obstructions in navigation and without
being detrimental to the development of interstate and foreign as well as do-
mestic commerce moving to and from the Pacific Ocean on the Columbia River
to the inland waters of the States concerned, and whether public convenience
will be served by such bridge as a connecting link between the Federal-aid high-
way systems of the States of Oregon and Washington. The said Secretaries,
acting jointly, are empowered and if requested to do so are directed to hold
public hearings for the full and complete determination of said precedent require-
ments.

What better provision for protecting the navigation of the river
could be made than this? These officials can surely be depended
upon to protect and conserve those interests. We have left in a
provision that it has been decided should be left out of other bills,
to wit, the provision that the Secretary of War, the Secretary of
Commerce, and the Secretary of Agriculture, "acting jointly, shall
determine whether the types, designs, and specifications thereof are
adequate, based upon the proposed use, volume, and weight of
traffic passing over such bridge."
The expense of seeing that this provision is carried out and fully

met will entail no additional expense upon the Government, although
the committee has deemed it unwise as a general policy because of
the great expense that would likely accrue.
The Secretary of War has authority to regulate the tolls to be

charged. The bridge at Vancouver, however, will be a sure preven-
tion of high tolls. The tolls on that bridge are low now. It will
probably be made a free bridge before long and then any consider-
able tolls on this bridge will send practically all the travel to and
through Portland over the bridge at 'Vancouver.
Under this bill the navigation of the Columbia River is fully

protected and the interests of the public in every way are amply
safeguarded and there is no valid reason why it should not pass.
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TOLLS OVER CERTAIN INTERSTATE BRIDGES

APRIL 19 (calendar day, APRIL 24), 1926.—Ordered to be printed

Mr. MAYFIELD, from the Committee on Interstate Commerce, sub-
mitted the following

REPORT

To accompany S. 3889]

The Committee on Interstate Commerce, to whom was referred
the bill (S. 3889) to amend the interstate commerce act, as amended,
in respect of tolls over certain interstate bridges, has examined and
considered the same and recommends that it do pass without
amendment.
The bill applies only to toll bridges over nonnavigable streams

where such streams form the boundary between States and where
such toll bridges pass over such stream between States.

Its purpose is to place such bridges under the control of the Inter-
state Commerce Commission in order to prevent excessive or un-
warranted toll charges. Under existing statute the War Depart-
ment has jurisdiction over toll bridges which pass over navigable
streams forming the boundary between States; and excessive charges
may be regulated by the War Department in cases of navigable
streams. The War Department, however, does not have such con-
trol over nonnavigable streams; and, of course, obviously the respec-
tive States do not have jurisdiction over such bridges and there is
no method at hand by which excessive charges can be regulated.
The purpose of the present bill is to meet such a situation wherever

it may arise.
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BRIDGE ACROSS THE DELAWARE RIVER AT BURLING-
TON, N. J.

APRIL 19 (calendar day, ApRIL 24), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the
following

REPORT

[To accompany S. 4070]

The Committee on Commerce, to whom was referred the bill (S.
4070) granting the consent of Congress for the construction of a
bridge across the Delaware River at or near Burlington, N. J., having
considered the same, report favorably thereon and recommend that
the bill do pass without amendment.
The bill has the approval of the Departments of War and Agricul-

ture, as will appear by the annexed communications.

DEPARTMENT OF AGRICULTURE,
Washington, March 24, 1926.

Hon. JAMES S. PARKER,
Chairman Committee on Interstate and Foreign Commerce,

House of Representatives.
DEAR MR. PARKER: Careful consideration has been given to the bill (H. R.

10001) transmitted with your letter of March 8 with request for a report thereon
and such views relative thereto as the department might desire to communicate.

This bill would authorize John Lyle Harrington and Joseph R. Cheesman,
their heirs, assigns, or legal representatives, to construct, maintain, and operate
a bridge and approaches thereto across the Delaware River at or near the city
of Burlington, N. J. Section 2 would grant to the States of New Jersey and
Pennsylvania, or either of them, or to any political subdivision or divisions there-
of, at any time after 15 years from the completion of the bridge, the right to take
over and acquire the complete ownership thereof at a price to be mutually agreed
upon, or at a price to be determined by condemnation proceedings in accordance
with the general laws of either of said States governing the acquisition of private
property for public purposes. Provision is also made in section 2 that if such
bridge shall be taken over by condemnation or other legal proceedings, in deter-
mining the measure of damages or compensation to be paid therefor, there shall
not be included any credit or allowance for good will, going value, or prospective
revenues or profits, but the same shall be limited to an amount not exceeding
the cost of constructing the bridge and its approaches, including interest and
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financing costs, legal and engineering services, contingent expenses, and actual
betterments and improvements, less a reasonable deduction for actual deprecia-
tion.

Provision is also made that if the bridge shall be taken over by the States, or
their subdivisions, it may be operated as a toll bridge for not to exceed five years
thereafter. The location indicated for the proposed bridge is not on the system
of Federal-aid highways approved for either New Jersey or Pennsylvania. How-
ever, a primary interstate route on the New Jersey system of Federal-aid high-
ways running through Camden, Trenton, and points northerly, passes through
Burlington in close proximity to the proposed location for this bridge; and on the
Pennsylvania side of the river is a route from Philadelphia to Trenton, Newark,
and other points in New Jersey. The proposed bridge, therefore, will serve as a
cross connection between these two routes on the Federal-aid highway systems
of the States of New Jersey and Pennsylvania. In this connection it should be
mentioned that at Trenton the Delaware River is crossed by a free bridge, which,
or course, is available to traffic on the route mentioned in the Pennsylvania
system.
The department would suggest that if a toll bridge is to be authorized at this

point the bill should be amended to incorporate therein provisions for insuring an
adequate design of the structure. This can be covered by requiring that the
design and plans and specifications shall be approved before work is commenced
by the highway departments of the States concerned, or by the Chief of Engineers
and the Secretary of War, as has been provided in a number of other bills recently
referred to this department for report.

It is noted that the provision in section 2 respecting recapture by the States,
or their subdivisions, permits the exercise of this right not only with respect to
condemnation or other legal proceedings but also with respect to purchase by
mutual agreement only after 15 years shall have elapsed from the date of comple-
tion of the bridge. It does not appear that there is any good reason why any
period should be required to elapse before the States, or their subdivisions, might
acquire such structure by mutual agreement with the owners. It is believed also
that 15 years is longer than should be allowed before the right to acquire by con-
demnation shall accrue and that it would not be unfair to the owners if this
period should be reduced to 10 years. It is noted that no provision is contained
in this bill requiring that upon completion of the bridge a sworn itemized state-
ment of the cost shall be so filed as to make it a matter of public record. It is
suggested, therefore, that the bill be further amended to provide that immediately
upon completion of the structure an itemized sworn statement of the cost thereof
shall be filed either with the highway departments of the States concerned or the
office of the Chief of Engineers of the War Department.

Sincerely,
R. W. DUNLAP, Acting Secretary.

WAR DEPARTMENT, March 12, 1926.
Respectfully returned to the chairman Committee on Interstate and Foreign

Commerce, House of Representatives.
So far as the interests committed to this department are concerned, I know of

no objection to the favorable consideration of the accompanying bill (H. R.
10001, 69th Cong., 1st sess.) authorizing :the construction of a bridge across the
Delaware River at or near Burlington N. J.
As the navigable portions of the Delaware River do not lie within the limits

of a single State, the consent of Congress is required under section 9 of the river
and harbor act of March 3, 1899 (30 Stat. 1151), for the construction of a bridge
thereover.

DWIGHT F. DAVIS, Secretary of War.
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Mr. SHEPPARD, from the Committee on Commerce, submitted the
following

REPORT

[To accompany S. 3768]

The Committee on Commerce, to whom was referred the bill
(S. 3768) authorizing construction of dam or dams in Neches River,
Tex., have considered the same and report thereon with amendments
and, as so amended, recommend that the bill do pass.
Amend the bill as follows:
On page 1, in line 7, strike out the comma after the word "navi-

gation" and also the words "subject to the approval" and insert in
lieu thereof a colon.
On page 1, in line 8, strike out the words "of the Secretary of

War" and insert in lieu thereof the following:
Provided, That the work shall not be commenced until the plans therefor have

been filed with and approved by the Chief of Engineers, United States Army, and
by the Secretary of War.

Also add the following section:
SEC. 2. That the right to alter, amend, or repeal this act is hereby expressly

reserved.

The bill thus amended has the approval of the Department of
War and Federal Power Commission, as will appear by the annexed
communications; the amendment referred to therein having been
incorporated in the bill as reported.

FEDERAL POWER COMMISSION,
Washington, April 6, 1926

Hon. WESLEY L. JONES,
Chairman Committee on Commerce,

United States. Senate.
DEAR SENATOR JONES: Reply is made to your request for report on S. 3768,

"A bill authorizing construction of dam or dams in Neches River, Tex."
The text of the bill does not give the purposes for which the proposed dam or

dams are to be constructed. It is thought likely, however, that such construe-
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tion is contemplated in order to prevent the inflow of salt water into the Neches
River from the Sabine-Neches Canal and Sabine Lake in time of low water. It
is assumed that the dam or dams will not be used for the development of power.

This commission would be unable itself to give information concerning the
purposes of the proposed construction without the delay involved in referring
the matter to the Chief of Engineers for report. If the proposed uses of the
improvement are in accordance with the assumptions outlined in the above
paragraph, the commission has no objection to the passage of the bill.

Very truly yours,
0. C. MERRILL,
Executive Secretary.

[Second indorsement]

WAR DEPARTMENT, April 13, 1926.
Respectfully returned to the chairman Committee on Commerce, United

States Senate.
So far as the interests committed to this department are concerned, I know of

no objection to the favorable consideration of the accompanying bill, S. 3768,
Sixty-ninth Congress, first session, "Authorizing construction of dam or dams in
Neches River, Tex.," if amended as indicated in red thereon.
Neches River is, however, wholly within the limits of the State of Texas, and

the proposed dam or dams can consequently be authorized by State law and
duly constructed provided the plans are submitted to and approved by the
Chief of Engineers and the Secretary of War before construction is commenced,
in conformity with the Federal law contained in section 9 of the river and harbor
act of March 3, 1899. The enactment of this measure therefore appears to be
unnecessary.

DWIGHT F. DAVIS, Secretary of War.
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Mr. MCNARY, from the Committee on Agriculture and Forestry,
submitted the following

REPORT

[To accompany H. R. 7893]

The Committee on Agriculture and Forestry submitted the fol-
lowing report to accompany the bill (II. R. 7893) to create a division
of cooperative marketing in the Department of Agriculture, to pro-
vide for the acquisition and dissemination of information pertaining
to cooperation, to promote the knowledge of cooperative principles
and practices, to provide for calling advisers to counsel with the
Secretary of Agriculture on cooperative activities, to authorize co-
operative associations to acquire, interpret, and disseminate crop
and market information, and for other purposes, heretofore favorably
reported with amendments, and the committee recommends that the
bill do pass as amended.
The title of the bill in general terms states its objects and purposes.

The bill proposes that the Secretary of Agriculture shall establish a
-"'division of cooperative marketing in the Bureau of Agricultural
Economics of the department, which division, through research,
educational, and service work, would render assistance to cooperative
associations and to those interested in the formation of such asso-
ciations.
/The bill gives recognition to the large and growing place that
cooperation occupies in agriculture. The Department of Agri-
culture from its inception has done a great deal of work with respect
co the improvement of methods of production; in fact, its early
activities were confined largely to matters affecting the production
of agricultural products. This bill, if enacted should enable the
department to do for the marketing of agricultural products, through
cooperative associations, work of a character analogous to that which
it has done in regard to production. It is the purpose of the bill to
enlarge the activities of the department so that they may keep pace
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with the growth and development of the cooperative marketing move-
ment.
/ The bill is in no sense a relief measure but, on the other hand, is a
'long-time, permanent matter, and if adopted would make certain
and clear the relation of the Government and the Department of
Agriculture to cooperative marketing.

This bill is favored by Secretary of Agriculture Jardine and was
drawn f011owing conferences with a large number of cooperative lead-
ers and cooperative associations throughout the United States with
respect to how the Department of Agriculture might wisely and con-
structively extend the work of the department in regard to the co-
operative movement. The bill provides for a program that meets
the wishes, apparently, of all or practically all of the cooperative
groups of the country. On January 8, 1926, your committee received
a communication from the Secretary of Agriculture with respect to
S. 1910, introduced by Senator Mc Nary, which in principal is identical
with the instant bill. The letter from the Secretary of Agriculture
follows:

JANUARY 8, 1926.
Hon. GEORGE W. NORRIS,

Chairman Committee on Agriculture and Forestry,
United States Senate.

DEAR SENATOR: Your committee submitted a copy of (S. 1910) a bill to create
a division of cooperative marketing in the Department of Agriculture, to provide
for the acquisition and dissemination of information pertaining to cooperation,
to promote the knowledge of cooperative principles and practices, to provide for
calling advisers to counsel with the Secretary of Agriculture on cooperative activ-
ities, to authorize cooperative associations to acquire, interpret, and disseminate
crop and market information, and for other purposes, and asked for my views
with respect thereto.
I am strongly in favor of the proposed legislation and regard it as thoroughly

constructive. As you know, this department has sponsored the measure in ques-
tion. When I became Secretary of Agriculture I was of the opinion that the
Department of Agriculture should render more service to cooperatives than it
was then rendering. With this idea in mind conferences were held with a large
number of cooperative leaders for the purpose of obtaining their views as to how
the department might wisely increase its activities with respect to the cooperative
marketing of agricultural products. Following these conferences the bill was
drawn. A partial list of the cooperative leaders who have been consulted and who
have indorsed the bill is attached hereto.

After a careful consideration of the matter it was concluded that the assistance
which the Department of Agriculture might well render to cooperatives should be
confined to research, educational, and service work. It was thought that the
attainment of these objects could best be achieved through the establishment
of a division of cooperative marketing in the Bureau of Agricultural Economics
of the department, and hence the bill directs the Secretary of Agriculture to
establish such a division.
As indicated, the bill does not provide for Government control or supervision,

nor for the subsidizing of cooperatives and I do not regard any of them as de-
sirable. Cooperation in the United States has developed from the needs and
experiences of the farm people, and I believe it would greatly handicap the
movement if it were to be hampered by Government regulations. Cooperative
associations are business concerns, and they do not desire and should not be
asked to accept regulation and control from which commercial agencies are
exempt. Any measure that would tend to transfer responsibility for the manage-
ment of associations to the Government would be fatal to their efficiency.
The early activities of the Department of Agriculture were confined largely

to the improvement of methods of production, the control of plant diseases and
injurious insects, and other analogous work designed to increase the yield and
quality of farm products. In recent years the department has done considerable
work with respect to marketing and it is now generally recognized that the
economic relation between production and marketing is inseparable. The
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department has also in recent years done considerable work with respect to
cooperation. The great growth of the cooperative movement in recent years
and the general recognition of its large place in our agricultural life renders
it highly desirable for the Department of Agriculture to be authorized to extend
and enlarge the service which it has been rendering with respect to cooperation
along the lines of the proposed legislation.

This legislation would enable the department to greatly increase the service
which it renders to cooperatives. This would be done principally through
research work covering the various phases of the cooperative activity. Informa-
tion and data are desired by the cooperatives and the bill contemplates the ac-
quisition and dissemination of the same. The educational work contemplated
would be analogous to the work which the department has done and is doing
in regard to the production of agricultural products In connection with the
foregoing the employment of commodity specialists is contemplated who would
be familiar with the needs of cooperative organizations on the one hand, and with
the research and service work of the department on the other. These men
would form a contact between the associations and the department, and would
disseminate current crop and market information, data regarding price trends,
conditions of supply and demand and other useful information to marketing
associations.
In order that the department may at all times be kept fully informed regarding

the specific problems that cooperative associations deem of primary importance
with respect to their activities, the bill provides that the Secretary of Agriculture
may call -advisers to counsel with him in regard to such matters. In this way it
is believed that the department may be able to render greater service than would
otherwise be the case. •
With respect to the provisions of section 5 of the bill, relative to the acquisi-

tion and dissemination of crop and market information by cooperative associa-
tions, attention is called to the high importance of allowing such associations to
keep their members fully informed in regard to all of the factors affecting the
demand for their products. The more information producers have with respect
to the demand for their products the more intelligent should be their action with
respect to the production of them.

In sponsoring this bill, it is not my thought that it shall be considered a sub-
stitute for any other measure by that it shall be considered strictly as a bill for
strengthening the work of the Department of Agriculture relative to cooperation.
I would be pleased if the bill could rceeive early consideration, and if further in-
formation is desired in regard to it, please let me know.

Sincerely yours,
W. M. JARDINE, Secretary.

A list of cooperative associations and leaders submitted by the
Secretary of Agriculture as indorsing the bill is here given.

Hon. W. M. JARDINE,
Secretary of Agriculture, Washington, D. C.

DEAR MR. SECRETARY: The undersigned, representing farmers' cooperative
marketing organizations, have been called into conference by you to consider

ways and means for extending the services of the Department of Agriculture to

cooperative marketing. After careful and earnest consideration of many

measures and proposals, we are of the opinion that this can be best done at this

time by establishing a division of cooperative marketing in your department and

equipping it with the means to give information, counsel, and guidance to farmers

on cooperative marketing, in harmony with its traditional policy of service without
domination.
We have considered the plan for such a division submitted by you and herewith

return it with minor changes and corrections which we believe desirable. You

will observe that in its amended form it provides that this division shall acquire,

analyze, and disseminate useful information regarding cooperation, make studies

of cooperative practices and experience at home and abroad; collect crop, market,

and price information and put in form for use by cooperatives; give aid and counsel

to groups of producers desiring to engage in cooperation, and generally to extend

informational and educational service on all matters relating to rural cooperation.

Such a division wisely administered will be of great service to the cooperative

marketing movement and the public welfare. It will be able to render to

cooperatives the kind of aid most needed by them without in any way impairing

their own initiative and responsibility.
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We also approve the plan to make it possible for you as Secretary of Agri-
culture to call into conference as advisers representatives of the cooperative
movement in order that you may avail yourself of the counsel and advice of the
best minds in rural cooperation to the end that you may make the Division of
Cooperative Marketing serve the real needs of American farmers.

It is our wish that you should submit your plan, as approved by us herein,
to Congress, and we tender our services in procuring the active support of our
own and other cooperative organizations to such legislation as may be necessary.
In conclusion, we desire to express our appreciation of the sympathic interest

you have manifested in cooperative marketing and of the opportunity you have
given us to labor with you for its extension and development. We hold ourselves
in readiness to respond to any further calls you may make upon us in this behalf.

Very truly yours,
Walton Peteet, secretary National Council of Farmers' Cooperative

Marketing Associations; Charles W. Holman, secretary the
National Cooperative Milk Producers' Federation; John Brandt,
president Minnesota Cooperative Creameries Association; J. S.
Montgomery, general manager Central Cooperative Commission
Association; J. W. Shorthill, secretary Farmers National Grain
Dealers' Association; C. 0. Moser, general manager American
Cotton Growers' Exchange; Carl  vice chairman
National Council of Farmers' Cooperative 

Williams,
arketing Associa-

tions, editor Oklahoma Farmer-Stockman; A. U. Chaney, gen-
eral manager American Cranberry Exchange; Richard Pattee,
managing director New England Milk Producers' Association,
chairman American Institute of Cooperation; Wm. H. Settle,
president Indiana Farm Bureau Federation; Herman Steen,
secretary-treasurer Indiana Wheat Growers' Association; C. A.
Stewart, general manager National Livestock Producers' Asso-
ciation; Seward A. Miller, assistant counsel Dairymen's League
Cooperative Association (Inc.); Dan Wallace, editor The Farmer,
director Minnesota Potato Growers' Exchange; Lee Palmer,
president Ohio Farm Bureau Federation; C. B. Denham, presi-
dent National Livestock Producers' Association; M. C. Burritt,
treasurer Cooperative Grange League Federation Exchange,
director Western New York Fruit Growers' Cooperative Pack-
ing Association; Arthur R. Rule, general manager Federated
Fruit and Vegetable Growers; Ralph P. Merritt, managing
director Sun-Maid Raisin Growers of California; R. A. Ward,
general manager Pacific Cooperative Wool Growers; Hub Russell,
California Cattlemen's Association; E. L. Adams, president
Rice Growers' Association of California; James C. Stone, presi-
dent and general manager Burley Tobacco Growers Cooperative
Association•

' 
B. W. Kilgore, president American Cotton Growers'

Exchange; Ward B. 1VIinturn, president California Peach and
Fig Growers' Association; E. G. Dezell, general manager Cali-
fornia Fruit Growers' Exchange; Frank T. Swett, president
California Pear Growers' Association; C. Thorpe, general
manager California Walnut Growers' Association; executive
committee, Roosevelt Hay Growers•

' 
John Lawler, general

manager Poultry Producers of Central California; E. P. Jochim-
sen
' 

manager Laverne (Calif.) Orange Growers' Association;
T. H. Lambert, president Los Angeles (Calif.) Farm Bureau;
0. J. Hurd, specialist in organization and markets, extension
service, Oregon Agricultural College; John D. Zink, general
manager Eastern States Farmers' Exchange; J. B. Brown, presi-
dent the Farmers' Cooperative Grain Dealers' Association of
Kansas

THE COMMITTEE AMENDMENT

Your committee's amendment is directed squarely to the problem
of agricultural surpluses, for the solution of which farmers with
general accord have been striving for many years.

It creates a Federal farm board, controlled as to personnel and
guided as to policies by a Federal farm advisory council. The board
is empowered and instructed to help carry out a national policy
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aimed to secure stability and effective protection for the products
of agriculture.
The amendment is similar in intent to the bills aimed at the man-

.agement of agricultural surpluses, reported favorably by your com-
mittee in both sessions of the Sixty-eighth Congress, and generally
referred to as the McNary-Haugen bills. It is modified to conform
to the recommendations of commodity cooperative marketing as-
sociations and to meet objections that then were raised.

It differs from the previous measures in several respects. The,
administrative body is a farmer-nominated board rather than a cor-
poration; no buying or selling by the Government agency directly
or through others on its account is authorized; equalization fees to,
provide funds for segregating and disposing of agricultural surpluse,s,
are provided for wheat, cattle, and hogs when certain surplus condi-
tions exist and when organizations of producers favor such action;
no changes are made in existing tariffs; on cotton and corn, which are
essentially carry-over crops, collection of an equalization fee is de-
ferred for three years. Equalization fees may be collected on wheat,,
cattle, and hogs at the point of processing; and operations are to be.
carried out primarily through agencies created by the agricultural
producers themselves.

THE LEGISLATIVE HISTORY OF THE AMENDMENT

Farm organizations representing all sections of the United States.
have been working together on plans for agricultural legislation, which
they seek at this session of Congress. On March 29, when the Senate
committee commenced hearings on farm relief legislation, representa-
tives of various farm organizations asked for and were granted per-
mission to prepare a bill embodying their plan, with the aid of the
legislative drafting counsel.

This bill was presented to the committee on April 2, by spokesmen
for the American Cotton Growers' Exchange. It bore the indorse-
ment and support of the American Farm Bureau Federation; the
Farmers' Educational and Cooperative Union of America; the Amer-
ican Cotton Growers' Exchange; the American Council of Agriculture;
the Corn Belt Farm Organizations Committee; The Equity Coop-
erative Exchange; the Minnesota, South Dakota, Colorado, Indiana,
and other wheat marketing associations; the affiliated farm organiza
tions of Colorado; the Missouri farmers' associations; the Illinois
Agricultural Association; and many other State farm bureaus and
divisions of the Farmers' Union, grange, and other farmers' organ-
izations.

It is indorsed by the American Federation of Labor. It embodies
the views of the North Central States Agricultural Conference, the
meeting of official representatives of the governors of 11 States held
at Des Moines on the call of the Governor of Iowa, which pledged its,
active support of legislation of this character as shaped by farm
organizations themselves, and which formed an executive committee,
of 22 to carry on its program in conjunction with the farm organiza-
tions.

S R-69-1--vol 2 46
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PRINCIPLES AND PURPOSES OF AMENDMENT

The object of the committee amendment is to place at the disposal
of the producers a mechanism with the assistance of which they can
control the handling and marketing of crop surpluses, thereby pre-
venting violent price fluctuations and securing in domestic markets
the price benefits of the import duties.

SPECIFIC ADVANTAGES AND OBJECTS

Specific objects sought from the operation of the plan embodied in
this bill are:
To give producers of farm crops power to influence their price as effective as

that possessed by other industrial groups.
To secure a protected price to the producer of crops like wheat, of which a

relatively small surplus enters world trade.
To afford all the advantages of orderly marketing through control of surplus

to the producer of a crop like cotton, of which the American supply is the domi-
mant factor in the world price.
To enable producers of meat animals to maintain a stable level of hogs and

tattle population by steadying prices and by promoting carry-over of corn from
years of high production to years when the yield is low.
To promote cooperative associations by making it possible for them to control

the movement to market of temporarily unneeded quantities of a commodity
without imposing on their members alone the entire burden of withholding,
removing, and disposing of them.

THE SURPLUS PROBLEM

Variation of yield due to weather and other natural factors makes
it impossible for farmers to control volume of production by regulat-
ing acreage. The task of managing supply not immediately required
must be borne by each agricultural commodity group as a whole if
destructive price fluctuations are to be avoided. For each coin-
modity group a fund is provided to be used for withholding or re-
moving surpluses above current needs, and distributing them to the
best advantage. In this way a greater degree of stability in agri-
culture can be secured which will be helpful to the farmer, the pro-
cessor, and the consumer.

EQUALIZATION FUNDS

rThAt the American farmers should be enabled to do this is the
central principle of this bill. Five principal cash crops—cotton,
wheat, corn, hogs and cattle, the bill refers to as "basic agricultural
commodities." The word "basic" is used as a definition for the
purposes of the bill, and its use does not imply that other com-
modities are less important to agriculture. An equalization charge
,calculated by and collected under the direction of the Federal farm
board is to provide an equalization or stabilization fund for each of
the commodities named. Such funds will be available, under the
board's direction, to finance dealing with the surplus.

This equalization charge upon the product, it is provided will be
collected at the most practicable point between the producer and
consumer as may be determined by the board.
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Action by the board with any of these basic commodities can be
taken only when the board finds that there is or may be a surplus_,
and that a substantial number of associations of producers of such
commodity are in favor of operation in respect to it.

AFFECTS ALL FARM COMMODITIES

In addition to its duties with the five " basic " crops, the board is
directed to study  and assist with the surplus problems of other farm
commodities. When it is of the opinion that it is desirable and prac-
ticable to include another commodity in the same class for treatment
as the five above mentioned, the board is required to report its
findings to Congress with recommendations for amendment to this act.

It is obvious that the board can operate to advantage immediately
on only a few principal commodities. Congress meets annually. It
can add to or amend this or any other law. Every far-reaching
Federal act has been subjected to amendment and change. The
Federal reserve act may be cited as illustrative. ,It was approved
in December, 1913. Since that date Congress has enacted 16 separate
laws amending the original measure and making changes in 39 sec-
tions. The space taken up by additions caused by amendments to
the Federal reserve act is only slightly less than the space occupied
by the entire original act itself.

FORM OF BOARD-MANNER OF CHOOSING

The bill establishes the farm board as a part of the Department
of Agriculture, composed of one member from each of the 12 Federal
land bank districts, and the Secretary of Agriculture. (Sec. 11.)
To insure a board which directly represents the farmers, the follow-
ing method of selection is provided: A Federal farm advisory council
composed of five men men from each of the 12 Federal land bank
districts is created. (Sec. 9.) One member from each district is
appointed by the Secretary of Agriculture. Four members of the
council are chosen at conventions of cooperative associations and farm
organizations within each district. Arrangements for such con-
ventions, including eligibility to participate and basis of representa-
tion, are to be made by the Secretary of Agriculture with the advice
and assistance of representatives of farm and cooperative marketing
associations.

These council members serve without salary. The council meets
at least twice a year. In addition to advising and working with the
board, its chief function (sec. 10) is to nominate to the President 36
individuals (3 chosen from each district by the council members for
that district), from whom he shall appoint 1 from each district as a
member of the board (sec. 11).

POWERS AND DUTIES OF BOARD

The board is required to meet weekly, or at the call of the chairman,
whom the members select. It is given broad, general, and special
powers. It is authorized (sec. 14) to advise farm organizations on
crop adjustments necessary to secure maximum benefits under this
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measure, and to work with all agencies for the development of addi-
tional markets for American farm products.

Its primary function is to assist in the control and disposition of crop
surpluses. (Sec. 15.) To accomplish this the board shall assist in
withholding or removing such quantities as are temporarily not re-
quired, under agreements with cooperative associations or with
processors.
The amendment defers the start of the equalization fee with cotton

and corn, but leaves the way clear for immediate operation, using a
part of the revolving fund for that purpose. The problem of corn
is one best met by carry over and increased livestock population.
With cotton it is one of financing the current stock in trade and the
carry over so that unreepired quantities need not be forced on the
market until the market is ready for Clem. Neither carry-over trans-
action—with cotton or corn—presents a certainty of loss to the re-
volving fund, although there is that possibility. Over a period of
years it may be assumed that the gains on the carry over of these
crops one year would offset the losses on their carry over another year.
With wheat, hogs, and cattle, where the problem is one of exporting

a surplus rather than storing it, the collection of the equalization fee
is not deferred, because if the domestic price is sustained above prices
outside the United States (thus making the tariff effective on do-
mestic consumption) losses will be incurred on sales abroad. Farmers
have asked that these losses be met by the producers themselves
through an equalization fee collected either from the producers or
the processors. The only alternative is to absorb the losses by appro-
priation from the Treasury. This the farmers do not ask.

REVOLVING FUND PROVIDED

The measure provides for a revolving fund of $250,000,000 which
is an advance or loan repayable to the Federal Treasury. (Sec. 23.)
When operation with any commodity is determined upon the board
is authorized to draw from the revolving fund for an equalization
fund, amounts sufficient to finance its operations from time to time
in withholding, removing, and disposing of the surplus of that com-
modity. (Sec. 19.) The board estimates the equalization fee or
charge which it shall collect upon the commodity. (Secs. 17-18.)
Fees go into the equalization fund for each commodity handled, and
may be used in repaying the advances from the revolving fund.

THE AGRICULTURAL SITUATION

Your committee entertains no doubt concerning the existence of
a genuine farm problem that requires national consideration. The
purchasing power of farm production has diminished; the buying
and debt-paying value of farm land and operating plant has shrunk
to far below the prewar status.

Witnesses brought before your committee findings of the National
Industrial Conference Board, the National Bureau of Economic
Research, the United States Department of Agriculture and the
Bureau of the Census, to show that—

The purchasing power of certain principal crops (beef cattle, swine, wheat
corn, oats, barley, and rye) was so low that for the years 1920, 1922, and 1923 it
required about two units of any one of these commodities to purchase what one
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unit did before. While there have been price improvements in certain crops,
they have not only failed to offset past disadvantage, but have failed on the whole
to balance the continuing one.
Farm population comprising 29.9 per cent of the total received in 1919 (the

most favorable year of record) 17.7 per cent of the total current income in the
United States; in 1920, 13.4 per cent; in 1921, 9.9 per cent.

Agriculture's share of the total national wealth was 25 per cent in 1900, 26.7
per cent in 1912, and 20 per cent in 1923.

Total value of all farm property in the United States, in terms of the 1913
dollar, was but 84.4 per cent as much in 1924-25 as in 1913.

Actual purchasing power of farm lands in the United States is 20 per cent less
than it was in 1910. For the 12 North Central States it is but 78.98 per cent of
1919 exchange value.

Total farm indebtedness in the United States, which was estimated by the
Bureau of the Census at $4,320,000,000 in 1910, has grown to $12,250,000,000 in
1920, and stands at approximately that figure to-day. The real debt is larger
than the figures show because prices of commodities which must pay the debt
are lower than they were when the debt was incurred.

These are measurements of the farmer's ability to pay and of the
extent of the redistribution of wealth between farm and other indus-
tries that has taken place and is continuing, in the United States.
The committee amendment is for the purpose of affording agriculture
effective protection to offset this trend..
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Mr. REED of Pennsylvania, from the Committee on Military Affairs),
submitted the following

REPORT

[To accompany S. 19211

The Committee on Military Affairs, to which was referred' the bill
(S. 1921) to give military status and discharges to the members of.
the Russian Railway Service Corps, organized by the War Depart-
ment under authority of the President of the United States for
service during the war with Germany, having considered the same;•
report thereon favorably, with the recommendation that it pass with
an amendment as follows:
On page 2, line 4, strike out the words "article 4 of the war risk

insurance act," and insert the words "Title III of the World War
veterans' act, 1924."

This amendment cites the correct sections of the veterans' act
under which the beneficiaries of the bill should make application for
insurance.
A similar bill has been reported to and passed by the Senate in the

Sixty-sixth Congress, the Sixty-seventh Congress, and the Sixty-
eighth Congress. In the Sixty-eighth Congress the bill was reported
to the House by the House Committee on Military Affairs.

This bill is recommended by the Secretary of State in a letter,
which is appended herewith, stating the reasons why the legislation
is desirable. This letter is as follows:

DEPARTMENT OF STATE, May 27, 1920.

MY DEAR SENATOR WADSWORTH: I beg to acknowledge the receipt of your

letter of May 22, by which you inform this department that Senate bill 3865,

providing the status of enlisted men and officers of the United States Army when

discharged for the men and officers of the Russian Railway Service Corps, will be.

considered at the meeting of the Senate Committee on Military Affairs on May 28

at 10.30 a. m. You further state that the committee will be glad to have a rep-

resentative of this department appear at that time to present this department's

views on the proposed bill. I am interested in the purpose for which this bill

was framed and I take pleasure in informing you that this department will be
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represented at the hearing by Mr. C. A. Decker, who is connected with the Rus-
sian division of this department and who represents the United States Inter-
Allied Technical Board, under which the Russian Railways Service Corps operates
on the Chinese Eastern & Trans-Siberian Railway. I also take pleasure in inclos-
ing herewith the text of a bill which this department feels more thoroughly covers
the needs of the corps and grants them certain highly desirable privileges and
protection. It would seem that the bill as originally introduced contemplates
-enlisted men, whereas the corps is composed entirely of officers. The bill as
introduced appears also to cover only officers now in service and not those pre-
viously honorably discharged from the corps, nor does it provide insurance foi
the families of officers who have died in the service. The corrected text would
also enable the present members of the corps to receive the benefits of the war-
risk insurance act.
I would bespeak the committee's favorable consideration for this body of men

who have worked loyally under very harassing physical and psychological con-
ditions for the maintenance of American prestige and interests. I am, my
-dear Senator Wadsworth,

Very sincerely, yours,

Bon. JAMES W. WADSWORTH,
United States Senate.

BAINBRIDGE COLBY.
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RAILROAD RIGHT OF WAY ACROSS CAMP SHERMAN
MILITARY RESERVATION, OHIO

APRIL 19, (calendar day, APRIL 26), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany H. R. 7470]

The Committee on Military Affairs, to which was referred the bill
(H. R. 7470) to authorize the Secretary of War to grant to the New
York, Chicago & St. Louis Railway Co., its successors or assigns, a
perpetual easement for railroad right of way over and upon Camp
Sherman Military Reservation, in the State of Ohio, having consid-
ered the same, report thereon favorably with the recommendation
that it do pass.
The report of the House Committee on Military Affairs, which

explains the necessity for this legislation, is made a part of this
report, as follows:

{House Report No. 670, Sixty-ninth Congress, second session]

This is a bill to give authority to the War Department, through the Secretary

of War, to grant a right of way to the New York, Chicago & St. Louis Railway

Co. to construct a railroad along the southwestern boundary of a portion of the
Camp Sherman Military Reservation in Ohio. The measure carries the usual

clause for the revocation and the reversion of the property to the Government

whenever the right of way ceases to be used for railroad purposes. This measure

provides that the Government be adequately compensated.
This railroad will extend from Waverly, in Pike County, Ohio, to Columbus,

Ohio. The portion of the military reservation through which this railroad is to

be constructed is not reached by any railroad at present. In times of national

emergency the presence of this railroad on this portion of the reservation will be

of great benefit to the Government.
The views of the War Department are expressed in the following letter to the

committee:
FEBRUARY 1, 1926.

Hon. JOHN M. MORIN,
Chairman Committee on Military Affairs,

House of Representatives.

MY DEAR MR. MORIN: Reference is made to your letter of January 21, 1926,

in which you request a report on H. R. 7470 by the provisions of which the

Secretary of War would be authorized and directed to grant and convey to the



2 RAILROAD RIGHT OF WAY ACROSS CAMP SHERMAN, OHIO

New York, Chicago & St. Louis Railway Co., its successors and assigns, a per-
petual easement for railroad right of way over and upon the Camp Sherman
Military Reservation.
The War Department will interpose no objection to the passage of the bill,

provided the bill be amended so as to insert the words "at such location" in line
2, page 2, after the word "Ohio" and before the words "and upon."

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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ESTABLISHMENT OF A DEPARTMENT OF ECONOMICS,
HISTORY, AND GOVERNMENT AT WEST POINT

APRIL 19 (calendar day, APRIL 26), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 2039]

The Committee on Military Affairs, to which was referred the bill
(S. 2039) to establish a department of economics, government, and
history at the United States Military Academy at West Point, N. Y.,
and to amend chapter 174 of the act of Congress of April 19, 1910,
entitled "An act making appropriations for the support of the
Military Academy for the fiscal year ending June 30, 1911, and for
other purposes," having considered the same, report thereon favor-
ably with the recommendation that it pass.

This legislation is recommended by the War Department and the
letter from the Secretary of War is appended hereto and made a part
of this report as follows:

DECEMBER 19, 1925.
Hon. JAMES W. WADSWORTH, Jr.,

Chairman Committee on Military Affairs, United States Senate.

MY DEAR SENATOR WADSWORTH: The United States Military Academy at
West Point has long needed, and for several years has sought, the establishment
by law of a department of economics, government, and history and the appoint-
ment of a permanent professor at its head. The present superintendent, Maj.
Gen. Fred W. Sladen, in a recent communication explains in detail the reasons
therefor as follows:
"1. On June 28, 1920, as a result of an approved report of the academic board,

upon the reorganization of the . curriculum at this institution for the four-year
course, there was created by administrative action the department of economics,

government, and history. Since that time the professor of English and history

has acted as the head of the new department, in addition to his other duties.
"2. This department has no legal status beyond the fact that it has been recog-

nized in the Army appropriation bill each year since and including that for the

fiscal year 1923 by an item 'For department of economics, government, and
political history: Purchase of textbooks, etc., $1,000.' This appropriation bill

has carried an item for the last two years also, providing for the pay of the pro-

fessor of this new department.
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"3. Annually since 1921 an urgent recommendation has been made to theWar Department that action be instituted looking to the enactment of legisla-
tion authorizing this department and providing for a permanent professor
thereof. Such legislation was initiated in H. R. 12663, September 15, 1922, butfailed of passage. A similar provision was inserted in section 5, Senate bill 1974,
January 15, 1924, which passed the Senate on April 21, 1924, but apparently
failed of passage in the House.
"4. Under the present system the supervision required of the head of an

academic department is more than can be properly attended to for two depart-
ments by one professor. For example, the present professor of English and
history, who is also the acting head of the new department, has 46 sections of
cadets daily for supervision (English, fourth class, 16; English, third class, 10;
history, third class, 10; economics, first class, 10). This number of sections,
composing three different classes, is palpably more than one officer can properly
supervise. Instructor conferences are necessary in third and fourth class Eng-
lish, third-class history, and first-class economics. These should all be taken by
the professor. It is impossible to do so, however, and he participates only in
first-class economics and fourth-class English, leaving the others to more or less
inexperienced assistant professors. All subjects require the presentation fre-
quently of material in lecture form. As far as possible these lectures are givenby the professor himself, which sometimes requires him to lecture for four hours
in one day. All written tests must be gone over and approved by the professor.The magnitude of this task is apparent when it is considered that both English
classes have a certain amount of written work every day, economics 15 minutesevery day, and history three or four times each month. In addition to the above,there is a considerable amount of administrative work, such as arranging pro-grams of work, preparing schedules, checking weekly and monthly reports. Fur-thermore, the professor has a certain amount of academic board committee work.He is a member of the committee on candidates' certificates, first-class committee,
and general committee. In short, it is impossible for this professor to carry onany constructive work, because of the constant routine burden of carrying onthe work in these two large departments spread over three years of academiccourse."
The War Department has continuously favored and supported the effortsheretofore made to establish this department at the Military Academy, andsubmits the following proposed bill and requests its enactment by the Sixty-ninth Congress:

This proposed legislation was contained in section 5 of Senate bill 1974, Sixty-eighth Congress, first session, which passed the Senate April 21, 1924.
I have designated Maj. Gen. Fred W. Sladen to represent the department incase your committee desires to have a hearing on the measure.
The proposed legislation has been submitted to the Director of the Bureauof the Budget, who advises that the same is not in conflict with the financialprogram of the President.
A similar letter is being written to the chairman of the Committee on MilitaryAffairs
' 
House of Representatives.

Sincerely yours,
DWIGHT F. DAVIS, Secretary of War.
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WASHINGTON-ALASKA MILITARY CABLE AND TELE-

GRAPH SYSTEM

APRIL 19 (calendar day, APRIL 26), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 3080]

The Committee on Military Affairs, to which was referred the bill

(S. 3080) to authorize payment of expenses of the Washington-

Alaska military cable and telegraph system out of receipts of such

system as an operating expense, having considered the same, report

thereon favorably with the recommendation that it pass
This legislation is recommended by the War Department and the

necessity therefor is set forth in the letter from the Secretary of

War, which is made a part of this report, as follows:
WAR DEPARTMENT,

Washington, December 19, 1925.

Hon. JAMES W. WADSWORTN, Jr.
Chairman Committee on Military Affairs,

United States Senate.

MY DEAR SENATOR WADSWORTH: Requests are frequently made for
 the

transfer by telegraph of money from Alaska to the United States and
 from one

place to another within Alaska over the Washington-Alaska military 
cable and

telegraph system. It is possible now to make money transfers from the United

States to Alaska but not from points in Alaska to the United States 
and not from

one point in Alaska to another. The reason for this state of affairs is that all of

this class of business from the United States to Alaska passes throu
gh the office

of the Washington-Alaska military cable and telegraph system in S
eattle where

the bonded cashier of the system is authorized to handle funds
 deposited with

him for transfer to Alaska. He is a responsible agent.
The converse is not true because the other agents of the Washingt

on-Alaska

military cable and telegraph system, who would be required to han
dle the busi-

ness from Alaska to the United States and from one point in Alaska to
 another,

are unbonded enlisted men.
Upon application to the Comptroller General of the United St

ates for decision

as to the authority of this department so to delay deposit of thes
e funds for this

purpose, that officer decided, under date of August 23, 1922, th
at this depart-

ment is without such authority and must deposit all such
 funds promptly.
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Further authority of law to delay temporarily the deposit of part of these funds
will, therefore, be needed if this additional service is to be rendered.
The most practical way of providing the necessary funds for this service would

be to get authority to withhold temporarily from deposit in the Treasury a
sufficient amount of the receipts obtained from the operation of the system to
provide funds by which such telegraphic transfer could be met, pending trans-
portation of the funds turned over for transfer.

It will also be necessary, in order that this further service may be rendered
without risk to the Government, to place under bond those employees who would
be required to handle the funds temporarily withheld from deposit in the Treasury
for this purpose. The personnel engaged upon this work consists of enlisted men
of the Signal Corps of the Army. It is not practicable, or just, to require of them
the payment of the necessary premium upon such bonds. It is, therefore

' 
the

view of this department that such premium should be paid out of the receipts of
the system as an operating expense.
The extension of this service to meet the additional demands indicated would

not only fill a public need, but would also result in additional net revenue.

The legislation requested formed section 10 of S. 1974, favorably reported
upon by the Senate Committee on Military Affairs in Senate Report No. 195,
Sixty-eighth Congress, first session, and passed the Senate on April 21, 1924.
The Director of the Bureau of the Budget has been consulted and states that

this proposed legislation is not in conflict with the financial program of the Presi-
dent.
A similar letter is being addressed to the chairman, Committee on Military

Affairs House of Representatives.
'Sincerely yours,

DWIGHT F. DAvis, Secretary of War.
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AUTHORIZING DISBURSING OFFICERS OF ARMY, NAVY,

AND MARINE CORPS TO DESIGNATE DEPUTIES

APRIL 19 (calendar day, APRIL 26), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 1485]

The Committee on Military Affairs, to which was referred the bill
(S. 1485) to authorize disbursing officers of the Army, Navy, and
Marine Corps to designate deputies, having considered the same,
report thereon favorably with the recommendation that it pass with
the following amendment:
On page 2, at the end of the bill strike out the period, insert a colon,

and the following:

Provided, That every deputy so designated for a disbursing officer who is

bonded shall, if not already under bond, give bond as required by the head of the

department concerned.

This amendment is inserted for the reason that the Surety Associa-

tion of America has expressed the opinion that the bill, as originally

drawn, is unfair to the surety companies in that they might be held

liable for the acts of several individuals, although receiving premium

payment on but one bond.
The passage of this legislation is urgently requested by the War

Department and the Navy Department and letters from each depart-

ment are attached hereto and made a part of this report, as follows:

DECEMBER 9, 1925.

Hon. JAMES W. WADSWORTH, Jr.,
Chairman Committee on Military Affairs, United States Senate.

MY DEAR SENATOR WADSWORTH: For a number of years it has been a
 recognized

practice in the War Department for authorized disbursing offic
ers to designate

an alternate or deputy who has been authorized under cer
tain restrictions to sign

Government checks on the Treasury of the United States for and in 
the name

of their principals.
The Comptroller General in a decision of October 5, 1923, 

addressed to the

Secretary of the Treasury (A. D. 7903) held that the practi
ce above cited was

illegal, but stated that since the same appeared to have ol 
tamed for some
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time, no objection would be made to it in so far as payments heretofore made
are concerned, if such payments are otherwise correct and proper. On October
24, 1923, this department requested the Comptroller General to continue author-
ization of the above-mentioned practice, as the discontinuance thereof would be
a serious disadvantage to all disbursing officers and would necessitate the imme-
diate appointment of additional disbursing officers and the organization of groups
of clerical assistants therefor. This he declined to do.

Experience has demonstrated that there are many practical advantages in the
practice. It has been found an economical procedure, and no financial
losses or abuses have resulted therefrom.
The War Department therefore recommends that the following proposed bill

be introduced and requests its enactment by the Sixty-ninth Congress. It is
identical with section 19 of Senate bill 1974, Sixty-eighth Congress, which passed
the Senate on April 21, 1924.

The Navy Department has been consulted about this matter and it favors
the legislation and desires that the War Department renew efforts to secure
its enactment.
I have designated Col. Frederick W. Coleman, Finance Department, to repre-

sent the department in case your committee should want to have -a hearing on
this proposed legislation.
A similar letter is being addressed to the chairman Comittee on Military

Affairs, House of Representatives.
Sincerely yours,

DWIGHT F. DAVIS, Secretary of War.

NAVY Dth"ARTMENT,
Washington, February 28, 1926.

CHAIRMAN COMMITTEE ON MILITARY AFFAIRS,
United States Senate, Washington, D. C.

MY DEAR MR. CHAIRMAN: Referring to a bill (S. 1485) to authorize disbursing
officers of the Army, Navy, and Marine Corps to designate deputies, introduced
in the Senate on December 14, 1925, and referred to your committee.
The purpose of the bill is to authorize regular disbursing officers of the Army,

Navy, and Marine Corps to designate deputies for the transaction of business
at places where it is not practicable to detail a regular disbursing officer. This
system is economical in that it reduces the number of disbursing officers required
and enables each one to cover a much wider field or activity. It also tends to
promote the prompt discharge of- the Government's business in the interests of
good administration and of contentment and morale on the part of officers and
enlisted men of the Army, Navy, and Marine Corps.
However, exception to this practice was taken by the Comptroller General

in his decisions to the Secretary of the Tresaury, dated August 1, 1923 (3 Comp.
Gen. 67) and October 5, 1923 (A. D. 7903), the following being quoted from
syllabus of the former decision:
"Disbursing officers of the Army may not delegate to another, by power of

attorney in writing or otherwise, the right to disburse from their depositary
accounts.
"The Treasurer of the United States is not authorized to pay and charge

to the depositary accounts of a disbursing officer official checks signed for him
by another person under power of attorney."
In view of the foregoing, it is necessary to obtain legislation which will authorize

this practice and remove the objection of the Comptroller General.
There have been two general classes of cases in which it has been deemed

necessary to designate a deputy or attorney to sign checks for and in the name of
disbursing officers in the Navy and Marine Corps. One class of cases is to cover
those offices where a single disbursing officer only is on duty, and it has been neces-
sary for payments to be made from day to day and provision was necessary to
take care of the periods when the disbursing officer having the disbursing account
was absent on authorized leave, on official duty elsewhere, or on account of illness.
The other class of cases covers certain offices where the number of disbursements
to be made is so large that the disbursing officer in charge of the office either could
not sign all of the checks necessary to effect the payments made through his office
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or, if he did sign all of the checks, would have but little time left for the super-
vision of the work of the office for which he is held responsible.
The above conditions still continue, and it appears to be necessary to have

authority for disbursing officers of the Navy and Marine Corps, as well as of the
Army, to designate deputies or attorneys to sign official checks in their name.
The enactment of this legislation will incur no expense to the Government.

Sincerely yours,

S R-69-1—vol 2-47

CURTIS D. WILBUR,
Secretary of the Navy.
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ACT

APRIL 19 (calendar day, APRIL 26). 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany S. 2912]

The Committee on Military Affairs, to which was referred the bill
(S. 2912) to further amend section 125 of the national defense act of
June 3, 1916, as amended, having considered the same, report thereon
favorably with the recommendation that it do pass with an amend-
ment as follows:
At the end of the bill strike out the period and insert a colon.
As an additional proviso follows this amendment to the national

defense act it is obvious that a colon should precede it.
This legislation is recommended by the War Department and the

letter of the Secretary is made a part of this report, as follows:
JANUARY 25, 1926.

Hon. JAMES W. WADSWORTH, Jr.,
Chairman Committee on Military Affairs,

United States Senate.
MY DEAR SENATOR WADSWORTH: The following draft of a proposed bill to

further amend the national defense act of June 3, 1916, is submitted with the
recommendation that it be enacted into law.

Section 125 of the national defense act relates to the protection of the uniform
and contains provisions making the wearing of the uniform unlawful except as
provided therein. The proposed amendment will not affect those provisions.

This same section authorizes any person honorably discharged from the United
States Army, Navy, or Marine Corps to wear his uniform from the place of dis-
charge to his home within three months from date of his discharge; a proviso
requires that the uniform outer clothing which he- is permitted to wear home
upon discharge will be returned, within four months from date of discharge.
The purpose of the proposed legislation is to eliminate this proviso.
The reasons why the proposed legislation is desired are as follows:
The clothing, having been issued to the soldier under his clothing allowance, is

paid for by him and no loss would be caused the Government by his permanent
retention of such uniform. The principal reason for requiring the return of the



2 TO AMEND THE NATIONAL DEFENSE ACT

uniform is assumed to be due to the fact that it is not desired to leave the uniform
in the possession of persons not authorized to wear the same. However, this is
fully covered in the law which prohibits the wearing of the uniform except as pro-
vided therein.
When the soldier is discharged, the uniform has generally been worn for some

time and at the end of four months after discharge the uniform is practically
worthless, its return is a menace from a sanitary standpoint and involves a real
expense on the part of the United States for handling.

Franked labels are furnished under which the clothing is to be returned by
mail. These are often lost or ignored, and the clothing is returned by express,
collect. These charges may exceed the value of the clothes.
In cases where the law is violated and the former soldier fails to return the

clothes within the prescribed four months it has been found extrem6ly difficult
to enforce the law; requiring much correspondence and entailing considerable
expense to the Government.
The administrative work involved in complying with the present law is en-

tirely out of proportion to the benefits that accrue.
The War Department will be glad to furnish any further statements regarding

the proposed legislation which your committee may desire, and I have also
designated Lieut. Col. Herman Glade, General Staff, and Capt. A. W. Stanley,
Quartermaster Corps, ts) be prepared to give further information in case you
should want to have a hearing on the proposed bill.
The Director of the Bureau of the Budget has been consulted and states that

this proposed legislation is not in conflict with the financial program of the
President.
A similar letter is being addressed to the chairman, Committee on Military

Affairs, House of Representatives.
Sincerely yours,

DWIGHT F. DAVIS, Secretary of War.
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APRIL 19 (calendar day, APRIL 26), 1926.—Ordered to be printed

Mr. MCNARY, from the Committee on Manufactures, submitted the
following

REPORT

[To accompany S. 3926]

The Committee on Manufactures, to which was referred the bill
(S. 3926) to fix standards for hampers, round-stave baskets, and splint
baskets for fruits and vegetables, and for other purposes, having con-
sidered the same, report favorably thereon with the recommendation
that the bill do pass without amendment.

This bill provides standards for hampers, round-stave baskets,
and splint or market baskets with regard to capacity. The passage
of this bill would not, however, prevent the use of all other con-
tainers for handling and shipping fruits and vegetables in so far as
they are not already eliminated by present legislation. The bill is
not a new departure in Federal legislation, Congress having already
passed laws standardizing two other groups of fruit and vegetable
containers. The first law of the kind was the standard apple barrel
act (Public, No. 252) which was passed in 1912. Another act fixing
the standards for barrels for fruits and vegetables was passed in 1915
(Public, No. 307). This act also provided a separate standard for
cranberry barrels. In 1916 a law was passed (Public, No. 248)
fixing standards for grape baskets, berry boxes, and for small till
baskets used for fruits and vegetables. In 1921 Congress passed a
law (Public, No. 358) establishing standard weights and measures
for the District of Columbia. This law established standards for
12 different types of fruit and vegetable containers, among which
were the hampers and round-stave baskets affected by S. 3926.
These standard barrel and basket laws eliminated a large and ever-

increasing number of unnecessary styles and sizes of apple barrels,
grape baskets, berry boxes, and till baskets. For example, the num-
ber of sizes of grape baskets was reduced from 31 to 3, the number of
sizes of berry boxes from 17 to 3, and the number of sizes of till baskets
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from 30 to 5. These reductions represent the elimination of 93, 82,
and 84 per cent, respectively, of the sizes formerly used.
While there was determined opposition in some quarters to the

passage of these laws, it is an interesting fact that the Department of
Agriculture not only has not heard a single protest since they went
into effect, from anyone interested directly or indirectly in the indus-
try, but that these laws receive the hearty support of both the manu-
facturers and the users of containers.
Twenty different capacities of hampers are now manufactured,

and some of these sizes are made of such different dimensions that
7,5 different hampers are actually in use. Some of these are so made
as easily to deceive a purchaser into believing that they are larger
than they really are. Much the same condition of affairs exists with
regard to round-stave baskets. For these two types it is proposed to
establish seven standard capacities. It is impossible to tell just how
many different sizes of splint or market baskets are actually in use,
but any housewife purchasing commodities in these baskets is likely
as not to be defrauded in the extent of 2 or 3 quarts. For these
baskets S. 3926 establishes six standard capacities.

Growers, shippers, manufacturers, and consumers are unani-
mously in favor of a law standardizing the containers covered by
S. 3926. The bill in its present form is indorsed by all the national
organizations of fruit and vegetable growers, farmers shippers,
dealers, State officials, manufacturers, and consumers. It has the
hearty support of the Department of Agriculture. The passage of
this bill will improve marketing conditions by:
(a) Providing a more accurate and definite basis for market

quotations.
(b) Eliminating the unfair competition which the grower who uses

full-capacity containers must meet from the user of short containers.
(c) Protecting the consumer against deception.
(d) Simplifying manufacturing processes by eliminating unnec-

essary sizes.
Attention is also called to the fact that this bill in substantially

the present form was passed by the House of Representatives in
both the Sixty-seventh and Sixty-eighth Congresses.
In view of the urgent request made for the passage of this measure

by all of the organizations interested in the production and con-
sumption of the commodities to be sold in the containers mentioned,
the committee recommends the passage of this bill.
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MUSCLE SHOALS

ApRIL.19 (calendar day, APRIL 26), 1926.—Ordered to be printed.

Mr. DENEEN, from the Joint Committee on Muscle Shoals, submitted
the following

REPORT

[To accompany S. 4106]

The Joint Committee on Muscle Shoals, appointed under the pro-
visions of House Concurrent Resolution No. 4, Sixty-ninth Congress,
first session (Exhibit A), begs to submit herewith to the Senate and
to the House of Representatives

' 
respectively, its findings and recom-

mendations, together with a bill for the purpose of carrying them into
effect.
The joint committee met and organized on March 15, 1926. It

has been in almost daily session since. A full record of the minutes
of the meetings of the committee is on file with the Clerk of the
House of Representatives.
Every effort was made by the joint committee to give wide pub-

licity to its authority to negotiate a lease or leases for the properties
of the United States at Muscle Shoals. This was done through
statements in the press and telegrams and letters to users of electrical
energy, to those engaged in the• manufacture of fertilizing materials,
and to those who have indicated heretofore any interest in leasing the
properties. (See Exhibit B for list of those to whom telegrams were
sent.)
In response to these efforts, the joint committee received requests

for conferences from various persons, and every prospective bidder
who communicated with the committee was afforded full oppor-
tunity to discuss with the committee the provisions for a lease or
leases under the terms of House Concurrent Resolution No. 4.
In order to allow time for the proper consideration of all bids, the

committee deemed it advisable that a date be set for the receiving
of bids, and accordingly on March 31, 1926, the committee set the
date of April 10, 1926, at 12 o'clock noon, for the receiving of pro-
posals by the joint committee. Notice to this effect was sent to
all those listed in Exhibit B.
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The following bidders submitted proposals on or before April 10,
1926: Air Nitrates Corporation (Exhibit C);  Frederic T. Hepburn
(Exhibit D); F. E. Castleberry (Exhibit E); The Muscle Shoals
Power Distributing Co. and the Muscle Shoals Fertilizer Co. (Ex-
hibit F); Union Carbide Co. (Exhibit G); Elon H. Hooker and
associates (Exhibit H); Lloyd H. Smith (Exhibit I); C. E. Graff
(Exhibit J); and James H. Levering (Exhibit K).
The offer of Lloyd H. Smith (Exhibit I) does not provide for the

production of any nitrates.
The offer of James H. Levering (Exhibit K) and of C. E. Graff of

the American Nitrogen Products Co. (Exhibit J) propose to lease but
a portion of the project.
The bids of Frederick T. Hepburn (Exhibit D), F. E. Castlenerry

(Exhibit E), and Elon H. Hooker (Exhibit H) provide practically for
operation by them as agents for the Government.
The bid of Birmingham Real Estate 85 Improvement Co. (Exhibit

0) was received too late for consideration.
The Union Carbide Co. submitted a definite recommendation and

two proposals. It recommended the acceptance of the Air Nitrates
bid as being preferable to its own. In its bid, it required that the
Government should protect it in the use of all patents. A limitation
of 20,000 tons was placed on the amount of fixed nitrogen agreed to
be produced.
Your committee invited the Hon. Dwight F. Davis, Secretary of

War; the Hon. Hubert Work, Secretary of the Interior; the Hon.
William M. Jardine, Secretary of Agriculture—members of the
Federal Power Commission—and the Hon. Herbert Hoover, Secre-
tary of Commerce, to confer with it and requested their aid in secur-
ing the services of technical experts and advisers to assist the com-
mittee in its work. They suggested the organization of an advisory
board and recommended the following persons, who have assisted the
committee in its investigations and negotiations:

1. Brio.. Gen. Edgar Jadwin, Assistant Chief of Engineers, United
States Army.

2. Mr. Paul S. Clapp, representative Department of Commerce.
3. Dr. S. C. Lind, Associate Director Fixed Nitrogen Research

Laboratory, Department of Agriculture. (Dr. F. G. Cottrell,
director, of the Department of Agriculture, was the representative
for the Department of Agriculture until he left for Europe on April 16.)

4. Mr. C. A. Bissell, Bureau of Reclamation, Department of the
Interior.
In addition to the foregoing, the following gentlemen assisted

materially in the studies:
Lieut. Col. George R. Spalding, Corps of Engineers; Maj. Max C.

Tyler, Corps of Engineers; Maj. Philip B. Fleming, Corps of Engi-
neers; Mr. F. A. Ernst, Department of Agriculture; Maj. James H.
Burns, Ordnance Department, United States Army; Maj. Glen C.
Edgerton, Chief Engineer, Federal Power Commission; Dr. P. E.
Howard, Ordnance Department, United States Army.
Your committee conducted negotiations with the bidders who filed

proposals on or before April 10, 1926. The results of the negotia-
tions are embodied in the amended proposals of the Air Nitrates
Corporation (Exhibit L) and the Muscle Shoals Power Distributing
Co., and the Muscle Shoals Fertilizer Co. (Exhibit M).
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Your committee requested the advisory board to make a compara-
tive analysis of the revised bids of the Air Nitrates Corporation and of
the Muscle Shoals Fertilizer Co. and the Muscle Shoals Power Dis-
tributing Co.
For the purpose of brevity the term "associated power companies"

is sometimes herein used in lieu of citing the full names of the Muscle
Shoals Power Distributing Co. and the Muscle Shoals Fertilizer Co.
The advisory board submitted the following in reply thereto:

NATIONAL DEFENSE

AIR NITRATES CORPORATION

To maintain during the term of the
lease said United States nitrate plant
No. 2 in at least the equivalent of the
condition (except limestone taken from
Waco) in which it shall be turned over
to lessee at commencement of lease
term in respect of effective capacity for
manufacturing of ammonium nitrate
available in suitable buildings until such
time as Congress shall declare such
maintenance is no longer deemed
necessary in the interest of national
defense.
To remodel buildings and machinery

of No. 1.
To surrender, whenever war exists, or

in the judgment of the President of the
United States it is imminent and the
needs of national defense require—upon
reasonable compensation—leased prop-
erty to be returned in at least condition
when so surrendered.

Retains personnel for fixation of
nitrogen at No. 2 until Secretary of War
shall certify in writing that continued
maintenance of such force is no longer
necessary in interest of national defense.
(Cost of such enters into cost of fer-
tilizer ,(7).)

ASSOCIATED POWER COMPANIES

(a) Fertilizer company will operate
or maintain nitrate plant No. 2 during
term of lease in its present state of
readiness, or its equivalent in respect of
capacity for the manufacture of ma-
terials necessary in time of war for the
production of explosives, reasonable
wear and tear, accidents, explosions,
and acts of God excepted; such obliga-
tion to cease when in judgment of the
Secretary of War other plants are
erected which have equivalent nitrogen
capacity and which render the further
maintenance of said plant (No. 2) un-
necessary. Any change, alteration, or
modification of plant No. 2 shall be sub-
ject to approval of Secretary of War.

(b) The United States shall have the
right to take over and operate the leased
premises whenever necessary in the
interest of national defense and such of
the expert and other personnel as may
be necessary shall be at the disposal of
the United States; the United States to
compensate the fertilizer company for
the use thereof and to protect the fer-
tilizer company from losses occasioned
by such use and return the property in
as good condition as when received.

(c) The power company will deliver
to the fertilizer company or to the
United States in the event such power
is required for national defense, from
the leased power properties, not to
exceed the total output of such plants,
three-phase, alternating-current, 60-
cycle power at such reasonable voltage
and in such amounts as may be desired.
(d) Whenever the safety of the

United States demands, the United
States shall have the right, in accord-
ance with the Federal water power act,
to take over and operate the projects
covered by the lease for any purpose in-
volving the safety of the United States,
for such length of time as may appear
to the President necessary for such
purposes.
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Comparison from a fertilizer viewpoint of the revised Muscle Shoals bids of the Air
Nitrates Corporation and the power company

AGREEMENT TO MAKE FERTILIZER

Air Nitrates Corporation Power company

First unit 

Second unit 

Third unit 

Fourth unit 

Additional units 

Limitations upon
operation.

Additional prop-
erty demands
from Govern-
ment other than
present Muscle
Shoals proper-
ties.

Patents and royal-
ties.

Profit 
Factors entering
into determina-
tion of cost.

Farmer board 

To start with cyanamid process and by
third year produce 10,000 tons nitrogen
and a total of 40,000 tons plant food in
form of concentrated fertilizer. It is
proposed to produce " Ammo-Phos" 13
per cent nitrogen and 48 per cent phos-
phoric acid (P2O5) or 61 per cent plant
food.

When above product, i. e., fertilizer con-
taining 10,000 tons nitrogen shall have
been sold in full for three successive
years, upon request of farmer board
second unit of 10,000 tons nitrogen and
total plant food of 40,000 tons shall be
built.

A third similar unit to be similarly placed
in operation when and only when, how-
ever, improvements in Tennessee shall
make available at Dams 2 and 3, 200,000
primary horsepower or until 3 years
after licensed to construct or operate
Cove Creek Dam.

A fourth 10,000-ton unit will be placed in
operation when fertilizer containing
30,000 tons nitrogen shall have been sold
for 3 successive years.

Should demand warrant, company may
operate units in excess of 40,000 tons
nitrogen capacity.

Will operate as above except when nitrogen
is required for national defense or when
fertilizer containing 2,500 tons of nitrogen
shall remain in storage unsold, thus in-
suring satisfaction of market demands.

Dam No. 3 with 200,000-horsepower gen-
erating equipment installed.

Will waive royalty payments on patents
held by this company estimated at a
maximum as of memorandum dated
Apr. 19, 1926, at $2,100,000, but will un-
doubtedly have to pay a royalty of
$136,000 to Air Reduction Co., this to
be charged against cost of fertilizer.

8 per cent profit on cost 
To include 6 per cent interest on invested

capital (probably $1,250,000 in new fer-
tilizer plant, one unit) and 10 per cent
amortization charge or approximately,
$200,000 per year on one unit. To in-
clude interest on money during con-
struction at 6 per cent. To pay Govern-
ment 5 cents per ton for limestone taken
out of Waco, 10,000 tons nitrogen require
105,000 tons or a yearly royalty payment
of $5,250 on first unit. Power cost to be
average cost of power (primary or sec-
ondary) used. The cost of fertilizer
research not to exceed $1 per ton of con-
centrated fertilizer or approximately $80,-
000 per year on each unit.

9 members, as follows: 2 selected by lessee;
7 appointed by the President and con-
firmed by Senate from lists submitted by
armer organizations listed. A repre-
sentative of Bureau of Markets may act
in advisory capacity. Members to re-
ceive compensation fixed by Secretary
of Agriculture and expenses to meetings.
These expenses and salaries to employees
of board to be charged to fertilizer.

Will erect and put in operation synthetic
ammonia plant and necessary phos-
phoric acid plant for production with-
in three years of 10,000 tons nitrogen in
fertilizer. It is proposed to produce
ammonium phosphate 12 per cent
nitrogen 60 per cent phosphoric acid or
a total of 72 per cent plant food.

A second similar unit to be in operation
within six years from date of lease.

After 20,000-ton plant has been operated
to full capacity for 2 successive years,
then in response to market demand
company will construct an additional
10,000-ton unit.

Similarly a fourth unit of 10,000 tons
nitrogen capacity will be constructed
after two successive years' full opera-
tion 30,000 tons capacity.

If market demands, and upon direction
of board of directors of company, will
expand beyond 40,000 tons capacity.

Will operate as above unless plants other-
wise required for national defense or
when stocks in storage amount to 5,000.
tons of contained nitrogen.

None.

Believed no royalty payments will be
necessary.

8 per cent profit on cost.
To include interest at 6 per 6nt on in-
vested capital (probably $3,750,000 on
first unit) and per cent amortiza-
tion charge or approximately $500,000
per year. Power at cost to the power
company.

5 members all to be appointed and re
moved by Secretary of Agriculture, X
of these 'members to be of farmer
organizations (actually engaged in
farming) 1 of the U. S. Department of
Agriculture and a nominee of fertilizer
company.
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Comparison from a fertilizer viewpoint of the revised Muscle Shoals bids of the Aia
Nitrates Corporation and the power company—Continued

AGREEMENT TO MAKE FERTILIZER—Continued.

Air Nitrates Corporation Power company

Duties of board_ _ _

Research 

General

To select accountants for determining
cost of fertilizer. Distribution of fer-
tilizer subject to reasonable regulation
by board. Board has not necessarily
access to books of company.

Will establish a fertilizer research labora-
tory on leased premises with an annual
budget of $1 per ton of concentrated
fertilizer produced during the preceding
year.

Maintain United States nitrate plant
No. 2 or equivalent for lease period or for
a lesser period as determined by Secre-
tary of War. Power available by reason
of discontinuance of fertilizer manufac-
ture may be sold but the profit to be for
disposal by Secretary of War after recoin-
mendation by farmer board.

To prescribe regulations to be approved
by Secretary of Agriculture for sale

• and territorial distribution of fertilizer
products, to provide -for audit for de-
termination of cost of fertilizer. The
board shall have access to books and
records of the company.

To establish a research laboratory to work
in cooperation with Government.

Maintain United States nitrate plant
No. 2 or equivalent for lease period or
for lesser period as determined by Sec-
retary of War.

At option of United States rentals on dam
to be reduced 5 per cent in each year
following any year in which fertilizer
company sells fertilizer to capacity of
nitrate plants it agrees to construct and
operate.

It is of importance to note in this connec-
tion the incentive noted at the foot of
part 5 of the proposal may be construed
to conflict with the above.

DISCUSSION

It does not seem sound to discontinue fertilizer manufacture upon
unsold storage of an amount equivalent to from three to six months'
production. The fertilizer shipping period, and hence possibly the
purchasing period covers but a few months of each year, therefore
most fertilizer companies will each year have an increasing storage
up to perhaps eight to nine months' production. Both contracts
are weak in this respect.
In the Air Nitrates bid, the production of 40,000 tons of nitrogen

in fertilizer form is dependent upon construction of Dam No. 3,
and the availability through Dams Nos. 2 and 3 of 200,000 primary
horsepower in addition to economic demand. The power company,
on the other hand, places its production of over 20,000 tons of nitrogen
on economic demand alone. It would appear that from a farmers'
and Government standpoint that the power company bid in this
respect is considerably ahead of the Air Nitrates bid.
In the question of royalties, as far as can be seen, the Air Nitrate

Co. may have an advantage, but if any, it is very slight and could
not effect a decision regarding the two bids.

While in cost it would at first appear that the Air Nitrates Corpo-
ration would have an advantage and could supply the fertilizer
cheaper to the farmer because of its smaller invested capital, yet
operation by the cyanamid process is so much more expensive than
by the direct synthetic ammonia process that this advantage is com-
pletely wiped out. Even with this difference in capital charges,
cost production per ton of nitrogen will be less by the synthetic
ammonia process than by the cyanamid process, all else being equal.
Further, the Air Nitrates Corporation states its first units vat' oper-
ate the cyanamid process. Additional units might probably Lk•A by
the direct synthetic ammonia process.
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It appears that the set-up of the Fanner Board in the power com-
pany bid is more advantageous to the Government and hence sup-
posedly to the farmer than that of the Air Nitrates Corporation bid.
The Farmer Board as set up in the Air Nitrates Corporation bid

consists of nine men to be paid by the Air Nitrates Corporation, which
salaries, plus those of employees of the Farmer Board and various
expenses of the board, are to be included in the cost of fertilizer.
The power company bid provides for five members all to be appointed
and removed by the Secretary of Agriculture and one of which shall
be a representative of the Linited States Department of Agriculture.
Research is not a factor in either case as outlined in the proposals.
The power company proposes to produce through the medium

of what is considered at this time as the process of furthest advance-
ment and greatest promise for .further cheapening of production.
The synthetic-ammonia process is now increasing over the world in
installed capacity, while the cyanamid process is just barely holding
on through means of the plants constructed and amortized during the
war emergency.

EQUITABLE DISTRIBUTION OF SURPLUS POWER

AIR NITRATES CORPORATION

Lessee agrees that electric power ob-
tained by it from leased properties to
the extent that said power is not re-
quired for such production of fertilizer,
for such operation of locks and for
power not used by lessee or American
Cyanamid Co. and/or a subsidiary in
local industry at or near Muscle Shoals,
will be disposed of by the lessee for use
in local industries at or near Muscle
Shoals and for distribution (subject to
the applicable State and Federal laws)
in Alabama and other States to which
such electric power may reasonably be
transmitted.

ASSOCIATED POWER COMPANIES

(a) The power company will operate
or cause to be operated the power
plants leased in a manner to secure the
greatest efficiency and maximum power
output through interconnection with
auxiliary storage, steam reserve, and
other power plants operated by inter-
connected power companies.
(b) Regulation by State regulatory

agency in States where such agency
exists. When such agency does not
exist, regulation under Federal Power
Commission.

FINANCIAL ANALYSIS OF ASSOCIATED POWER
NITRATES CO. BIDS

ASSUMPTIONS

COMPANIES AND AIR

1. That cost of No. 3 will be $32,500,000 with completion in five
years.

2. That headwater storage sufficient to increase primary power at
Dam No. 2 to 150,000 horsepower and at Dam No. 3 to 65,000 horse-
power will be completed in 10 years.

3. That cost of additional generating, transformer, and switching
equipment in power plants at Dams Nos. 2 and 3 and steam plant at
Nitrate Plant No. 2 will be as follows, and that it will be installed
by the United States at the end of five years:
Dam No. 2 $4,600,000
Dam No. 3  1,360,000
Steam plant 1,000,000
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4. That the cost of Dam No. 2 completely equipped will be $52,-
400,000. This includes an expenditure, in excess of present appro-
priations

' 
of $4,600,000 necessary to complete installation up to

600,000 horsepower. Net expenditures prior to May 31, 1922,
$16,500,000.

5. Interest at 4 per cent.
6. Amortization funds run 100 years, at 4 per cent, compounded

annually.
7. That the cost of tie line connecting Dams Nos. 2 and 3 will be

$900,000.
ASSOCIATED POWER COMPANIES

Computation of return to United States in case United States elects to build Dam
No. 3 and to install additional equipment in Dams 2 and 3 and steam plant

Rental, Dam No. 2:
6 years, at $600,000  $3, 600, 000
6 years, at $1,200,000  7, 200, 000
6 years, at $1,500,000  9, 000, 000
32 years, at $2,000,000  64, 000, 000

Total $83,800,000
Rental, Dam No. 3:

1 year, at $500,000  $500, 000
2 years, at $750,000  1, 500, 000
42 years, at $1,200,000  50, 400, 000

Total 52,400,000
Payments for additional horsepower due to headwater storage:

Dam No. 2, 40 years, at $1,000,000  $40, 000, 000
Dam No. 3, 40 years, at $500,000  20, 000, 000

Total 60,000,000
Additional generating, transformer, and switching equipment:

Dam No. 2, 4 per cent of $4,600,000 for 45 years__ $8, 280, 000
Dam No. 3, 4 per cent of $1,360,000 for 45 years__ 2, 528, 000
Steam plant, 4 per cent of $1,000,000 for 45 years_ 1, 800, 000

12,608,000

Total 208,808,000
Value of fertilizer plants built by lessee and turned over to

United States free of cost.
The lessee covenants to turn over to United States free of

cost, at expiration of lease, such fertilizer plants as the lessee
may build under the terms of the lease. The value of these
plants at such time is wholly indeterminate now; both bidders
make the same proposition; therefore, an estimate of this value
may be safely omitted here without affecting this comparative
analysis.

Deductions:
Cost of Dam No. 3 $32,500,000
Cost of additional equipment-

Dam No 2 4,600,000
Dam No 3 
Steam plant 

Total 

Net return to United States 

1,
1,

360,
000,

000
000

39,460,000

169,348,000
Average annual return 3,386,960
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In case the United States exercises its option to rebate 5 per.
cent of basic rentals on Dam No. 2, the net return to United
States given above be further reduced, as follows:

These are maximum figures:
3 years, at $30,000 $90,000
6 years, at $60,000 360,000
6 years, at $75,000 450,000
32 years, at $100,000  3,200,000

Total 
Thus making net return to United States 

$4,
165,

100,
248,

000
000

Average annual return 3,304,960

To put this bid on a strictly comparative basis with that of
the Air Nitrates Corporation it should be noted that the power
companies agree to maintain Dams Nos. 2 and 3, whereas the
Air Nitrates Corporation agree to pay to the United States
yearly maintenance funds in the following amounts: $35,000
for Dam No. 2, and $20,000 for Dam No. 3. While it is be-
lieved that these sums are insufficient, to make the comparison
accurate, credit for like amounts should be given to the power
companies' bid, thereby increasing the above-given annual
average return by $55,000.

Computation of return to United States in case it does not elect to
furnish the additional capital necessary to build Dam No. 3 or
to install additional equipment in Dams Nos. 2 and 3 and steam
plant:

Rental Dam No. 2-
6 years, at $600,000  $3, 600, 000
6 years, at $1,200,000  7, 200, 000
6 years, at $1,500,000  9, 000, 000
32 years, at $2,000,000  64, 000, 000

 83,

 40,

800,

000,

000

000

Total 
Payments for additional horsepower due to headwater stor-
age-
Dam No. 2, 40 years, at $1,000,000 

123,
Additional units installed in Dam No. 2: 10 units, at $10,000 for

800,000

45 years  4,500,000
Total 

Deductions-Dam No. 3:
Cost of flowage rights and road changes  $2, 400, 000
Locks and navigation facilities  2, 200, 000

128,300,000

Total 4,600,000
Net return to United States 123,700,000

Average annual return 
In case the United States exercises its option to rebate 5 per cent

of basic rentals on Dam No. 2, the maximum reduction of the
net return to the United States given above will be $4,100,000,
leaving a net return amounting to 

2,

119,

474,

600,

000

000
And average annual return 

To make this bid strictly comparable to the Air Nitrates
Corporation bid, a credit of at least $35,000 for maintenance
of dam should be added to the above-given average annual
return figures.

In this case the savings to the United States in capital expenditure
will be:
Dam No. 3, $32,500,000 less $4,600,000  $27, 900, 000
Additional equipment, etc.-

Dam No. 2  4, 600, 000
Dam No. 3  1, 360, 000
Steam plant  1, 000, 000

2,392,000

Total 34,860,000
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Interest on Dam No. 2 complete, 50 years  $71, 800, 000
Under assumption (4) there should be deducted from

this 4 per cent of $4,600,000 for 5 years, or  920, 000

Net $70,880,000
Interest on cost of Dam No. 3 completely equipped less $6,000,000

charged to navigation, 45 years 47,700,000
Maintenance fund:

Dam No. 2, 50 years, at $35,000 1,750,000
Dam No. 3, 45 years, at $20,000 900,000

Amortization fund:
Dam No. 2, 50 years, at $42,339 2,117,000
Dam No. 3, 45 years, at $26,260 1, 182,000

Royalty on limestone from Waco quarry, 1,000 tons, 305 days per
year, at 5 cents per ton 762,000

Value of fertilizer plants built by lessee and turned over to United
States free of cost. (See explanation of similar item under
power company's bid.)

Total 125,291,000
Deductions:

Cost of Dam No. 3  $32, 500, 000
Completing installation of Dam No 2_  4, 600, 000
Completing installation of Dam No. 3  1, 360, 000
Tie line connecting Nos. 2 and 3  900, 000

39,360,000
Net return to United States 85,931,000
Average annual return 1,718,620

This bid requires an additional capital expenditure by the United
States over and above present appropriations, and amounting in all
to $39,360,000.
In case the United States should with its own funds construct the

Cove Creek Dam or should purchase it from the Air Nitrates Cor-
poration, the latter agrees to pay to the United States certain sums,
as follows:
Rental at 4 per cent for 40 years on $20,000,000 $32,000,000
Amortization on $25,000,000, 40 years, at $20,200 808,000
Maintenance, 40 years, at $50,000 2,000,000

Total 34,808,000
Deduction: Cost of Cove Creek Dam 25,000,000

Net return 9,808,000
This, added to net return previously computed, gives a total of 95,739,000
Average annual return 1,914,780

• It should be noted that in this latter case the capital investment of
the United States is increased above previous figures by $25,000,000,
or to a total over existing appropriations amounting to $64,360,000.

It is interesting to note that should the United States construct
Dam No. 3 and the Cove Creek Dam, the annual return from such
construction alone to the United States for 40 years from the two
bidders would be as follows:
From the power companies $1,500,000
From the Air Nitrates Corporation 870,200

Annual difference 630,800
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ADDITIONAL CAPITAL INVESTMENT REQUIRED OF THE UNITED STATES BY BIDDERS

Air Nitrates:
Dam No. 3, at $32,500,000
Complete No. 2 installation 4,600,000
Complete installation, No. 3 1,360,000
Tie line between Nos. 2 and 3 900,000

Total 39;360,000,

Power company: If the power company builds Dam No. 3, the
United States to bear expense of lock construction and flowage
rights 4,600,000

1. Air Nitrates bid requires additional capital investment by the
Government of $39,360,000 while the power company requires no
additional appropriation by the Government. If the power company
decides to build Dam No. 3, it requires the Government to pay cost
of locks, navigation facilities, road changes, and flowage rights-
estimated at $4,600,000.

PREFERENTIAL RIGHTS REQUIRED BY BIDDERS

Air Nitrates Co.: Prior right for license by Federal Water Power
Commission of Cove Creek Dam, Senator Dam, Melton Hill Dam,
and Clinton Dam, all on Clinch River.
Power companies: None.
2. The Air Nitrates bid sets up as a prerequisite the granting to at.

subsidiary of the bidder by the Federal Power Commission of pre-
liminary permits for the Cove Creek, Senator, Melton Hill, and
Clinton Dams, all on Clinch River, and issuance by the commission
of licenses therefor if desired by the company. The power com-
panies' bid requires no permits or licenses but states that the Federal
Power Commission shall have authority to grant licenses for Dam
No. 3, which right the commission already has.

GUARANTIES OF PERFORMANCE

AIR NITRATES CORPORATION

The American Cyanamid Co. will
guarantee the performance of all ob-
ligations placed upon the lessee by the
lease.

Authorized capital to at least $50,-
000,000 is provided for; of which at
least $10,000,000 in cash shall be paid
in not later than the third year of the
lease.

MUSCLE SHOALS FERTILIZER CO. AND
MUSCLE SHOALS POWER DISTRIBUTION
CO.

Thirteen power companies agree to
subscribe to the entire common stock
of the Muscle Shoals PoWer Distribut-
ing Co. The entire common stock of
the Muscle Shoals Fertilizer Co. will
be owned by the Muscle Shoals Power
Distributing Co.

Muscle Shoals Power Distributing
Co. will provide $20,000,000 as needed
for the construction and operation of
the fertilizer plants and facilities, and
in addition, such amount as may be
necessary for the development and ex-
tension of the leased power plants.
(Estimated by bidder at $40,000,000
additional.)

The American Cyanamid Co. definitely guarantees the performance
of the obligations of the Air Nitrate Corporation, and the associated
power company bid evidently does not provide a definite guaranty
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on the part of the Muscle Shoals Power Co. for the performance of the
fertilizer company, beyond the provision of capital.

CONDITIONS AT END OF LEASE PERIOD

AIR NITRATES CORPORATION

Upon termination of lease, or any
renewal or exclusion thereof, for any
cause-

1. Lessor shall take any steam power
plants or any additions or extensions
thereto, transmission lines, or other
electric or hydroelectric installations or
extensions erected on installed or leased
premises by lessee at his expense during
lease period and pay therefor such fair
value as be agreed upon by lessee and
Secretary of War, in no case to exceed
actual cost and reasonable depreciation.
(Court decision in case of disagree-
ment.)

2. All buildings, facilities, not em-
braced in (1) installed at nitrate plant
No. 1 and/or No. 2 by lessee at his own
expense and used in fertilizer manu-
facture shall become property of
lessor.

3. All manufacturing plants and
facilities erected on leased premises by
the lessee not embraced in (1) or (2)
shall not become property of lessor, but
may be removed.

ASSOCIATED POWER COMPANIES

Conditions at end of lease period—

(1) Fertilizer properties: All ferti-
lizer plants and buildings and additions
to buildings erected on the lands of the
United States to revert to the United
States on the termination of the lease
without compensation.

(2) Power properties: At the end of
the lease period, the additional power
generating units and other improve-
ments or additions made by the power
company shall be taken over by the
United States under the terms for the
recapture of similar facilities under the
Federal water power act.

The results of the analysis by the advisory committee were sum-
marized in the following covering letter which it submitted to your
committee:

APRIL 23, 1926.
Hon. CHARLES S. DENEEN,

Chairman Joint Congressional Committee on
Leasing Muscle Shoals, United States Senate, Washington, D. C.

DEAR SENATOR DENEEN: In accordance with your verbal request, your ad-
visory committee has given consideration to two revised bids, one from the Air
Nitrates Corporation and American Cyanamide Co., and the other from the as-
sociated power companies.
We have endeavored to make a comparative analysis of these two bids from

the following main standpoints:
(a) National defense.
(b) Fertilizer and benefits to agriculture.
(c) Distribution of power not required for national defense or in fertilizer

manufacture.
(d) Monetary return to the United States.
(e) Additional expenditures required by the United States or other consider-

ations to be given by the United States.
(f) Guaranty of performance.
(g) Situation at end of lease period.
Appendices with corresponding letters as headings are attached, showing de-

tailed analyses under each of the above heads. The outstanding points under
each head may be summarized as follows:
(a) National defense.—Both bidders provide in a satisfactory manner for

maintenance of properties in a state of readiness for national defense. The Air
Nitrates Corporation until Congress shall decide that this is no longer necessary.
The Associated Power Companies until the Secretary of War shall so decide.
(b) Fertilizer and benefits to agriculture.—It appears from this study, so far as

the production of fertilizer-is concerned that, because of the seemingly better
assurance of reaching the 40,000 tons of nitrogen production and through a

S R-69-1—vol 2 48
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process of present and apparently futu,re greater possibilities for lessening costs,
and also because of the larger invested capital which will in itself be an incentive
to keep up production, the proposal of the Associated Power Companies is more
advantageous. It is believed, however, that the feature of discontinuance of
production because of a storage of fertilizer containing 5,000 tons of nitrogen
would be improved by an amendment requiring one year's production in storage.

(c) Distribution of power not required for national defense or in fertilizer manu-
facture.—The bid of the Air Nitrates Corporation provides that surplus power
will be available to the lessee, the American Cyanamide Co., and/or its subsid-
iaries for use in their own local industries at Muscle Shoals, for other local indus-
tries, and for distribution in Alabama and other States. The power company
bid provides for distribution of surplus power through a system of transmission
lines already constructed and in operation covering a large territory in Mississippi,
Alabama, Tennessee, Georgia, South Carolina, and North Carolina. These lines
are tied in with auxiliary plants operated by interconnected companies. This
gives opportunity for fullest utilization of surplus power, both primary and
secondary and from this standpoint the power company's bid carries out more
fully the spirit of the congressional resolution.
(d) Under assumption that the United States will build Dam No. 3 and com-

plete the installation of Dams Nos. 2 and 3, and, in the case of the power com-
pany's bid, the steam plant, return to the United States under the two bids will
be as follows:

Power companies

Air Nitrates
CorporationWithout

rebate
With rebate

Net return to United States $169,348,000 $165,248,000 $85,931,000
Average annual return 3,386, 960 3,304, 960 1,718, 620

The maximum possible returns under the two bids, assuming the United States
to also build Cove Creek Dam, are as follows:

Power
companies

Air Nitrates
Corporation

Net return to United States $169,348,000 $95,739,000
Average annual return 3,386, 960 1,914,780

These estimates indicate that financially, i. e., looked at from the standpoint of
the United States and its taxpayers, the power company's bid is far superior.

(e) Additional capital investment required of the United States by bidders.—Air
nitrates bid requires additional capital investment by the Government of
$39,360,000, while the power company requires no additional appropriation by
the Government. If the power company decides to build Dam No. 3, it requires
the Government to pay cost of locks navigation facilities, road changes, and
flowage rights estimated at $4,600,000.
The air nitrates bid sets up .as a prerequisite the granting to a subsidiary of

the bidder by the Federal Power Commission, of preliminary permits for the
Cove Creek, Senator, Melton Hill, and Clinton Dams, all on Clinch River, and
issuance by the commission of licenses therefor if desired by the company.
The power companies' bid requires no permits or licenses but states that the
Federal Power Commission shall have authority to grant license for Dam No. 3,
which right the commission already has.
The power companies' bid, in that it does not further complicate the situation

by requiring further additional appropriations and further license commitments,
is the more advantageous offer.
•(f) Guarantees of performance.—The American Cyanamide Co. definitely
guarantees the performance of the obligations of the Air Nitrate Corporation.
The associated power companies do not appear to provide a definite guarantee
on the part of the distributing company for the performance of the fertilizer
Company, beyond the provision of capital, and the ownership of the common
stock. In this particular the Cyanamide Co. is better.
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(g) Conditions at end of lease period.—Both bidders provide for recapture by the
United States of additional generating units and/or other power facilities built
by lessee at own expense, and both bidders abandon to the United States all
buildings and equipment built on leased property by and at the expense of lessee
for manufacture of fertilizers.

Air Nitrates Corporation reserves right to remove within reasonable time all
buildings and equipment built by it for other purposes. Both bids are satis-
factory in this respect.

In as much as both bids are satisfactory from the standpoint of national de-
fense, and the Associated Power Co.'s bid is so much better from the standpoints
of fertilizer performance, financial return to the United States, and freedom from
complications incident to additional appropriations, in the opinion of your
committee, the power companies' bid is far more advantageous.

Respectfully submitted.
EDGAR JADWIN,

Assistant Chief of Engineers (War).
PAUL S. CLAPP (Commerce).
S. C. LIND (Agriculture).
C. A. BISSELL (Interior).

A question having arisen regarding section D of the covering letter
of the advisory board dated the 23d instant, a request was made of
the advisory board to restate it in an explanatory note. The note
submitted is as follows and it should be substituted for section D
and was so considered by the majority of the committee:

SUBSTITUTE SECTION D

A. CONDITION IN CASE COVE CREEK DAM OR OTHER HEADWATER
STORAGE BE BUILT BY PRIVATE INTERESTS

Under the assumptions that headwater storage, provided by inter-
ests other than the United States, sufficient to increase _iorimary
power at Dam No. 2 to 150,000 horsepower and at Dam No. 3 to
65,000 horsepower will be completed in 10 years, and the further
assumption that the United States will build Dam No. 3 and will
complete the installation at Dams Nos. 2 and 3, and, in the case
of the power companies' bid, the installation at the steam plant, the
return to the United States under both bids will be—

Power companies

Air Nitrates
CorporationWithout re-

bate With rebate

Total • $169,348,000 $165,248,000 • $85,931,000
Average annual_  3,386,960 3,304,960 1,718,620

B. MAXIMUM RETURN TO UNITED STATES

The maximum return to the United States from the power corn-
panies bid occurs under the above condition A.
The maximum return to the United States from the Air Nitrates

• Corporation bid occurs under a different condition, listed hereafter

6
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as condition C, in which it is assumed that Cove Creek Dam will be
built by the United States. These maximum figures are—

Power
companies,
condition A

Air Nitrates
Corporation,
condition C

Total 
Average annual  

$169, 348,000
3, 386, 960

$95, 739,000
1,914, 780

Additional comparisons not included originally in the summary,
but requested by the committee are as follows:

C. CONDITION IN CASE COVE CREEK DAM BE BUILT BY UNITED
STATES AT COST OF $25,000,000

The maximum possible return from the Air Nitrates Corporation
occurs under the assumption that the United States will build the
Cove Creek Dam within 10 years of effective date of contract, involv-
ing an estimated expenditure by the United States of $25,000,000.
Under this additional assumption the figures above given for the
Air Nitrates Corporation should be increased by $9,808,000 which
is the difference between the sum of the interest, amortization and
maintenance funds provided by their bid, amounting to $34,808,000,
and the cost of the dam which they estimate at $25,000,000. Under
this same assumption the net return from the power companies bid
will be the above figures for the power company decreased by
$25,000,000, the cost of the dam to the United States. The return
to the United States under these conditions will then be:

Power companies

Air Nitrates
CorporationWithout

rebate
With
rebate

Total $144,348,000 $140,248,000 $95,739,000
Average annual_  2,886,960 2,804,960 1,914,780

D. CONDITION IN CASE COVE CREEK DAM OR OTHER HEADWATER
STORAGE ARE NOT BUILT

Under a further assumption that Cove Creek Dam is not built,
and that no other headwater improvements are made during the
life of the lease, the return from the two bids will be—

Power companies

Air Nitrates
CorporationWithout re-

bate
Vi ith rebate

Total $109,348,000 $105,248,000 $85,931,000
Average annual 2,186,960 2,104,960 1,718,620
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E. CONDITION IN CASE THE UNITED STATES DOES NOT ELECT TO
BUILD DAM No. 3 OR TO INSTALL ADDITIONAL EQUIPMENT IN
DAMS Nos. 2 AND 3 AND STEAM PLANT

Power companies

WITHOUT REBATE

Without
headwater
storage

With head-
water storage
provided by
private in-

terests

With Cove
Creek Dam
erected by
United
States

Total $83, 700,000 $123,700,000 $98, 700,000

Average annual_  1, 674,000 2,474,000 1,974,000

WITH REBATE

Total $79, 600,000 $119,600,000 $94, 600,000

Average annual 1,592,000 2,392,000 1, 892,000

This condition involves no additional capital investment by the
United States.
The Air Nitrates Corporation did not offer a bid under this condition.

F. CONDITION IN CASE THE UNITED STATES SHOULD NOT BUILD
DAM No. 3 BUT DOES ELECT TO COMPLETE INSTALLATION AT
DAM No. 2 AND STEAM PLANT

Power companies

WITHOUT REBATE

With

Without
headwater With Cove

headwater
storage Creek Dam

storage
provided by

private
interests

erected by
United States

Total $88, 280,000 $128, 280,000 $103, 280,000

Average annual 1, 765, 600 2, 565, 600 2, 065, 600

WITH REBATE

Total  $84,180,000 $124,180,000 $90,180,000

Average annual_  1,683,600 2,483,600 1,983,600

This condition involves an additional capital investment by the

United States amounting to $5,600,000.
The Air Nitrates Corporation did not bid under this condition.
These estimates indicate that financially-i. e., looked at from the

standpoint of the United States and its taxpayers-the power com-
panies bid is far superior.
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In addition to the foregoing, the committee requested the advisory
board to submit to it a memorandum on royalties, which follows:

MEMORANDUM RE ROYALTY PAYMENTS AT MUSCLE SHOALS, APRIL 19, 1926

At a meeting of the Congressional Joint Committee Considering Muscle
Shoals, together with its advisory committee, Saturday afternoon, April 17,
1926, tha question arose as to the monetary value of the patent royalties waived
by the Air Nitrates Corporation and American Cyanamide Co. in event their
bid be accepted.

According to the contract dated June 8, 1918, between these companies and
the United States, the royalty to be paid to the American Cyanamide Co., if its
processes are used, is $30 per ton of nitrogen fixed. This amount is now under
arbitration, at the request of the United States, on the ground of being excessive.
This would be $1,200,000 per year on 40,000 tons of nitrogen, for such number
of years and on such tonnages as apply.
As the life of a patent is but 17 years, however, it is to be realized that the

credit given for royalties should not be $1,200,000 for 50 years, or $60,000,000,
but will depend entirely on the number of years the royalties apply, and the
number of tons of nitrogen fixed each year of their active life.
The youngest patent expires in 1934, but the last patent that is of sufficient

importance to justify the continuation of the license agreement expires in 1932.
The limiting time period is, therefore, not over 8 years, but may be two years less.
The maximum possible royalties over the active life period based on the

production of nitrogen promised by the bidder is $2,100,000. This in annual
amount is as follows:

Year
Maxi-

mum tons
of fixed
nitrogen

Maximum
royalty

1926 
1927 
1928  
1929 
1930 
1931 
1932 

Total 

10,000 $300, 000
10,000 300,000
10,000 300, 000
20,000 600,000
20,000 600,000

70,000 2, 100,000

Consideration has been given to the value of patents acquired by the cyanamide
bidder since 1918. The new patents applying to processes up to and including
production of ammonia can only cover modifications of the present plant, and
the worth of these patents, therefore, must be relatively small. These processes
extending beyond ammonia through the production of ammonium phosphate
can be carried out without infringement. Their patents on "Ammo-Phos ' can
not have more than six years more to run, since the Cyanamide Co. started
manufacture of Ammo-Phos in 1917. Ammo-Phos is merely a mixture of
ammonium phosphate sufficiently differing in composition to warrant covering
by a patent.

It should be realized that ammonia, the nitrogen-bearing material of ammonium
phosphate and other fertilizer salts, may be produced by other processes more
directly than by the cyanamide process. The process of greatest development
at this time is the direct synthetic ammonia or Haber process. The patents
necessary for operation of this process are held in this country by the Chemical
Foundation, which charges a license fee of $2,500 the first year and 2 per cent
per year on the sale price of the ammonia thereafter. With ammonia figured at
$100 per ton, the royalty payment mould be $2.43 per ton of nitrogen. As these
basic Haber patents expire in 1928, however, and as it is unlikely that operation
under any of the proposals would start prior to 1928, ammonia, and consequently
ammonium phosphate, could be produced by this process without any royalty
payments.
As the life of a patent can not extend beyond 17 years unless by special act of

Congress, royalty payments in all cases have been figured on a patent life of
17 years.
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MEMORANDUM FOR JOINT COMMITTEE ON MUSCLE SHOALS

Due to certain changes made on April 24, 1926, in the proposal of
the associated power companies the figures given in the revised item
D of your advisory board's report dated April 23, 1926, should be
further revised as follows:

A. Condition in case Cove Creek Dam or other headwater storage be built by private
interests

Power companies
Air Nitrates
Corporation

Without rebate With rebate

Total $181,348,000 $177,24S,000 $85, 931,000
Average annual 3,626,960 3,546,960 1,718,620

B. Maximum return to United States

Power corn- Air Nitrates
panics Corporation

Condition A Condition C

Total   1 $181, 348, 000 2 $95, 739, 000
Average annual  3, 626, 960 1,914, 780

1 same as A above.
2 same as C below.

C. Condition in case Cove Creek Dam be built by United States at cost of $25,000,000

Power companies.
Air

Nitrates
CorporationWithout

rebate
With
rebate

. Total 
Average annual 

 $156,
3,

348,
126,

000
960

$152,
3,

248,
044,

000
960

$95, 739,
1,914,

000
780

D. Condition in case Cove Creek Dam or other headwater storage are not built

Power companies
Air

Nitrates
CorporationWithout

rebate
With
rebate

Total $109,348,000 $105,248,000 $85, 931,000
Average annual 2, 186,960 2, 104,960 1,718,620
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E. Condition in case the United States does not elect to build Dam No. 3 or to installadditional equipment in Dams Nos. 2 and 3 and steam plant

POWER COMPANIES

Without
headwater
storage

With head-
water stor-
age pro-
vided by
pi ivate
interests
,

With Cove
Creek Dam
erected by
United
States

WITHOUT REBATE

Total 
Average annual 

WITH REBATE .

Total 
Average annual 

$88, 300, 000
1, 766, 000

84, 200; 000
1, 684, 000

$136, 300, 000
2, 726, 000

132, 200, 000
2, 644, 000

$111, 300, 000
2, 226, 000

107, 200, 000
2, 144, 000

F. Condition in case the United States should not build Dam No. 3 but does elect to
complete installation at Darn No. 2 and steam plant

POWER COMPANIES

With head- With CoveWithot water storage Creek Damheadwater provided by erected bystorage private in-
terests United States

WITHOUT REBATE

Total $92, 880,000 $140, 880, 000 $115, 880,000Average annual_  1, 857, 600 2,817, 600 2,317, 600

WITH REBATE

TotaL 88, 780, 000 136, 780, 000 111, 780, 000Average annual 1, 775, 600 2, 733, 600 2, 235, 600

Subsequent to the analysis referred to above further modifications
in the bids were made by the Air Nitrate Corporation and the Muscle
Shoals Power Distributing Co. and the Muscle Shoals Fertilizer Co.
A comparative tabulated analysis of the Ford bid and of these two
bids as thus modified follows:



COMPARATIVE TABULATED ANALYSIS

I. Bidder  Henry Ford  Air Nitrates Corporation and American
Cyanamid Co.

Muscle Shoals Power Distributing Co.,
by Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

NAMES OF POWER COMPANIES COOPERATING

IN FORMING CORPORATIONS TO MARE

BID—ORGANIZATION OF BIDDING CORPOR-

ATIONS

1. Tennessee Electric Power Co., Chat-
tanooga, Tenn.; Memphis Power & Light
Co., Memphis, Tenn.; Mississippi Power
Co., Gulfport, Miss.; Mississippi Power
& Light Co., Jackson, Miss.; Mississippi
Delta Power & Light Co., Greenville,
Miss.; Alabama Power Co., Birmingham,
Ala.; Gulf Power Co., Pensacola, Fla.;
Kentucky Utilities Co., Louisville, Ky.;
Gulf Electric Co., Mobile, Ala.; Georgia
Railway & Power Co., Atlanta, Ga.;
Louisiana Power & Light Co., Monroe,
La.; Arkansas Light & Power Co., Pine
Bluff, Ark.; and New Orleans Public
Service (Inc.), New Orleans, La., have
caused to be organized Muscle Shoals
Fertilizer Co., hereinafter called the fertil-
izer company, and Muscle Shoals Power
Distributing Co., hereinafter called the
power company, for the purpose of making
this proposal to lease the nitrate properties
of the United States at Muscle Shoals, Ala.,
and to operate thereon plants for the pro-
duction of nitrogen and other fertilizer in-
gredients; and to lease and operate the
electric nower generating plants of the

CI)
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Comparative tabulated analysis—Continued

L Bidder 

Duration of contract 
III. Property to be purchased from the
United States and payments to be made
therefor

Henry Ford 

100 years
(a) Nitrate plant No. 2, complete, in?lud-

ing steam power plant worth $6,000,000.
(b) Nitrate plant No. 1, complete, includ=

ing all lands, buildings, and power plant.
(c) The Waco quarry.
(d) The Gorgas steam plant later sold for

$3,472,487.25. For the above properties
Mr. Ford agreed to pay $5,000,000 in five
installments as follows: $1,000,000 upon
the acceptance of offer and $1,000,000 an-
nually thereafter until the purchase price
is fully paid, with interest at the rate of 5
per cent per annum on deferred pay-
ments. Possession to be given on pay-
ment of first installment and deeds when
full payment has been made.

Air Nitrates Corporation and American
Cyanamid Co.

50 years.
No property to be purchased from the

United States but the Air Nitrates Cor-
poration will lease from the United States
for a period of 50 years United States
nitrate plant No. 1, including its lands,
steam power plant, and housing. United
States nitrate plant No. 2, including its
lands, steam power plant, housing, and
the Waco limestone quarry.

Muscle Shoals Power Distributing Co., by
Thos. W Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

United States at Muscle Shoals; to pro-
vide power at Muscle Shoals for such use
as the Government may from time to time
require for national defense and as it may
authorize for the production of fertilizer:
and to sell surplus power from said power
plants to the public through power-distri-
buting companies under regulation of
duly constituted public authorities in
States within the radius of its economic
use.
50 years.
No property to be purchased from the

United States but (2) the fertilizer com-
pany will lease for $1 per year and the
considerations hereinafter named, for a
period of 50 years, nitrate plant No. 1 and
nitrate plint No. 2 at Muscle Shoals,
Ala., including all lands, buildings, ma-
chinery, fixtures, and equipment; tools,
and supplies belonging thereto, and the
Waco quarry, the railroad belonging
thereto, its buildings and equipment,
with the right to make alterations and
construct and install plants and equip-
ment thereon. The lease also to include
the right, license, and privilege to operate
the leased premises and to dispose of the
product and to use any and all patents,
processes, methods, formulze, and de-
signs relating to the production of ferti-



IV. Power properties to be leased 

V. Additional expense for construction by
the United States required by proposal.

Will lease from the United States Dam

No. 2, its power house and all of its hydro-

electric and operating appurtenances, except
the locks, together with all lands and build-

ings owned or to be acquired by the United

States connected with or adjacent to either

end of the said dam for a period of 100 years

from the date when structures and equip-

ment of a capacity of 100,000 horsepower are

constructed and installed and ready for

service; and will lease from the United

States Dam No. 3, its power house and all

of its hydroelectric and operating appur-

tenances, except the lock, together with all
lands and buildings owned or to be acquired
by the United States connected with or ad-

jacent to either end of said dam, for a period

of 100 years from the date when structures
and equipment of a capacity of 80,000 horse-

power are constructed and installed and

ready for service.

2. The company shall complete for the
United States the construction work on

Dam No. 2, its locks, power house, and all

necessary equipment, all in accordance
with the plans and specifications prepared
or to be prepared or approved by the Chief

of Engineers, United States Army, and pro-
gressively install the hydroelectric equip-
ment in said power house adequate for gen-

erating approximately 600,000 horsepower,
all the work aforesaid to be performed as
speedily as possible at actual cost and with-
out profit to the company, it being under-

Dam No. 2 with its lands, water rights,

power house and appurtenances, exclusive

of locks and navigation facilities and hous-

ing for lock operators; Dam No. 3 with its

lands, water rights, power house with

250,000 horsepower generating equipment

installed, a suitable tie line connecting it

with Dam No. 2, together with all appur-

tenances, but exclusive of lock i and navi-

gation facilities and housing for lock oper-

ators; the lease of Dam No. 3 to commence

when construction thereof is completed by

the United States (such completion to

be not later than eight years from the date

of the lease of Dam No. 2) and to expire

concurrently with the lease of Dam No. 2;

and the 60,000 kilowatt steam plant per-

taining to nitrate plant No. 2.

(2) In accordance with plans and speci-

fications, which have been or may be pre-

pared or approved by said Chief of Engi-

neers and out of funds which the lessor

hereby covenants and agrees promptly to

make available for that purpose, install in

the power house of said Dam No. 2, with

reasonable promptness after such funds are

so made available, such additional elec-

trical generating units, together with neces-

sary hydroelectric and operating appurte-

nances, accessories, and facilities, as will

increase the generating capacity of the

lizer or fertilizer materials, the royalties
to be paid by the fertilizer company. but
the use of which the United States has
the legal right to authorize.

11. The power company will lease for a

period of 50 years the power project at Dam

No. 2, including the hydroelectric and oper-

ating equipment and appurtenances there-

unto belonging, the spillway gates, trans-

formers, and substations (now installed or

to be installed under existing appropria-

tions), the power transmission lines con-

necting the hydroelectric and steam power

plant at nitrate plant No. 2 with the lines

of the Alabama Power Co., the steam power

plant at nitrate plant No. 2 and the lands

and buildings owned by the United States

in connection with the hydro and steam

plant, except the locks and other naviga-

tion facilities and the highway over said

dam and the approaches thereto. The

lease period to begin when possession of

the above-mentioned properties is given

to the power company, ready for service

capable of delivering 100,000 horsepower

from the hydroelectric plant.

None required in addition to funds al-

ready appropriated; but the United States

may install additional generating, trans-

former, and switching equipment in the

power plants at Dams Nos. 2 and 3 and the

steam plant at nitrate plant No. 2, and such

additions shall be included under this lease

and annual rental to the United States shall

be increased by an amount equal to 4 per

cent on the cost of additions: Provided, That

if the United States does not make such

additions the power company may do so at

any time at its expense in accordance with

CD
c
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Comparative tabulated analysis—Continued

L Bidder Henry Ford 

stood that the necessary lands and flowage
rights, including lands for railway and ter-
minal connections, have been or will be
acquired by the United States.
6. As soon as the release of suitable con-

struction equipment and labor forces at
Dam No. 2 will permit, or at an earlier date
if desired by the company, the company
shall construct and complete for the United
States Dam No. 3, its locks, power house,
and all necessary equipment, all in accord-
ance with plans and specifications prepared
and to be prepared by the Chief of Engi-
neers, United States Army, or by the com-
pany, at its option, and approved by the
Chief of Engineers, United States Army,
and progressively install the hydroelectric
equipment in said power house adequate
for generating approximately 250,000 horse-
power, all the work aforesaid to be per-
formed as speedily as possible at actual cost
and without profit to the company, it being
understood that the necessary lands, flow-
age rights, and rights of way shall be ac-
quired by the United States.
Steam power plant and transmission line

to replace the Gorges steam plant and trans-
mission line sold at a cost to United States
of $3,472,487.25, said plant when built to be
transferred as part of properties purchased

Air Nitrates Corporation and American
Cyanamid Co.

equipment of said Dam No. 2 up to approxi-
mately 600,000 horsepower, at the cost and
expense of the lessor and without profit to
the lessee, each such additional generating
unit to be the property of the lessor and
included in the leased property upon which
rental by way of interest and amortization
shall be paid to the lessor from the time of
its completed installation, such additional
rental to be paid in the manner and at the
rates provided in subdivision (1) of article
A hereof.
D. The lessor covenants and agrees to ac-

quire and construct with reasonable
promptness, the dam mentioned and de-
scribed in paragraph (2) of the granting
clauses hereof, with the lands, water rights,
privileges, power house, structures, fixtures,
apparatus, and facilities necessary for the
construction, operation, and maintenance
of the same as hereinafter provided, and to
complete the same within eight years from
the date hereof. Said dam shall be of such
dimensions and specifications and have a
power house and such installations and
equipment for the generation of electric pow-
er as will take full, reasonable advantage
(as determined by said Chief of Engineers)
of the flow and fall of the Tennessee River
for utilization of the water power of said

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

plans and specifications to be prepared by
the power company and approved by the
Secretary of War; and in case such addi-
tional units are installed by the power com-
pany at Dam No. 2 and at its expense it
will pay to the United States $10,000 per
year on each unit installed by it in Dam
No. 2; and similarly, in case additional
units are installed by the company at Dam
No. 3 at its expense, it will pay to the United
States $10,000 per year on each unit so in-
stalled of like capacity to those installed in
Dam No. 2; or in the event the units in-
stalled in Dam No. 3 are of different capac-
ity than those installed in Dam No. 2, then
the payments shall be adjusted proportion-
ately. The power company shall also have
the right to erect, operate, and maintain
additional power lines, substations, and
other facilities on lands of the United
States necessary for the efficient operation
of the power plants and for the transmission
of power therefrom.

lithe United States constructs Dam No.
3 and its hydroelectric plant, the power
company shall on its completion lease for a
period to terminate with the lease of Dam
No. 2, the hydroelectric and operating
equipment and appurtenances thereunto
belonging, including the spillway gates,



•

VI. Conditions covering other construc-
tion for power purposes as stated by
bidder.

by Mr. Ford for $5,000,000. (See III pre-
ceding.)

river to the best advantage thereof in view

of the other water power developments that

may be located on said river and/or its

tributaries; and the said dam shall not be

constructed in such a way as will materially

and/or unnecessarily impair or detract from

the use and enjoyment by the lessee of the

other properties, or any of them, demised

to it by this lease. The total of the sums

expended by the lessor in the acquisition

and construction of the properties described

in paragraph (2) of the granting clauses

hereof shell be deemed to be, for the purpose

of calculating the payments to he made by

the lessee under articre A hereof, the sums

actually so expended, but not exceeding

$32,500,000 (including the locks and naviga-

tion facilities), unless such amount to be

increased by mutual agreement between

the Chief of Engineers and the Lessee.

T. The lessor covenants and agrees to

acquire and construct with reasonable

promptness Cove Creek Dam, to be con-

structed upon the Cove Creek site on the

Clinch River located approximately 8

miles in a direct line north of Clinton,

unless the Congress of the United States

shall within five years from the date hereof

declare that such construction thereof is not

desirable in the public interest.

The term "dam" as used in this article,

is hereby defined to mean and be deemed

to include, except as otherwise expressly

stated, all lands, water rights, dams,

flumes, spillways, sluices, reservoirs, power

houses, fixtures, structures, facilities,

generators, machinery, hydroelectric and

operating appliances, apparatus, appur-

tenances, accessories and facilities, track-

transformers, and power transmission lines,
together with the lands and buildings
owned or acquired by the United States in
connection with said Dam No. 3 and its

hydroelectric plant, except the locks and

other navigation facilities. The period of

the lease of said Dam No. 3 shall begin when

possession is given to the power company

of the above-mentioned properties, ready

for service, capable of delivering 80,000

horsepower.
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Comparative tabulated analysis—Continued

I. Bidder.  Henry Ford Air Nitrates Corporation and American Muscle Shoals Power Distributing Co., by
Cyanamid Co. Thos. W. Martin, president; Muscle

age, transmission lines, telephone and
telegraph lines, plants, buildings, erections,
housings, poles, wires, easements, rights of
way, riparian rights, locks and navigation
facilities, appurtenant thereto and/or
owned, controlled or acquired for or in con-
nection therewith.

Shoals Fertilizer Co., by Louis C. Jones,
vice president.

Said Cove Creek Dam shall have a height
of approximately 225 feet, a powerhouse
and hydroelectric installations and equip-
ment for the generation of at least 200,000
horsepower, and be of such dimensions and
specifications, as determined by said Chief
of Engineers, as will take full reasonable
advantage of the flow and fall of the Clinch
River for the utilization of the water power
of said river to the best advantage thereof
in view of the other water power develop-
ments that may be located on said river and
on the Tennessee River;-and the said dam
shall not be constructed in such a way as
will materially impair or detract from the
use and enjoyment by the lessee of the
other properties, or any of them, demised
to it by this lease.
In case said Cove Creek Dam shall be so

acquired and constructed by the lessor
during the term of this lease, the ' said
dam, except its locks and navigation
facilities (if any), shall ipso facto, upon its
completion and without any further



conveyance or assignment, become awl

be a part of the properties demised by

this lease and, as such, subject to all the

applicable terms and provisions of this

lease for and during the balance of the

unexpired said term of 50 years herein-

above mentioned and described, as fully

and completely as though specifically

leased and demised by this lease; but

nevertheless the lessor shall, from time

to time, execute and deliver to the lessee

any and all such other or further in-

struments and assurances in the law for

the better granting, demising, and securing

to the lessee the sMd dam which the lessee

or its counsel learned in the law shall rea-

sonably advise and require.

In case said Cove Creek Dam shall be-

come a part of the demised properties by

virtue of the terms and provisions of this

article, the lessee, in addition to the pay-

ments to be made by it under Article A

hereof, will pay to the lessor as rental

therefor, from the time said dam shall be

completed and made available by the

lessor to the lessee hereunder:

(a) A sum equal to interest at the rate of

4 per cent per annum upon the total of all

sums expended by the lessor upon the

acquisition and construction of said dam,

less such amount of such expenditure as

shall be determined by agreement between

said Chief of Engineers and the lessee, and

in case they can not agree, by proceedings

in accordance with the provisions of article

N hereof, to be properly applicable to the

cost of any navigation facilities appurtenant

thereto, as distinguished from power pur-

poses of said dam.

a
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Comparative tabulated analysis—Continued

L Bidder Henry Ford Air Nitrates Corporation and American
Cyanamid Co.

(b) Annual amounts sufficient, if con-
tinued for 100 years, to amortize on a basis
of 4 per cent interest, compounded annually
the entire amount so expended by the lessor
upon the acquisition and construction of
said dam.
Provided that the total of the sums ex-

pended by the lessor upon the acquisition
and construction thereof shall, for the pur-
pose of calculating the payments to be
made by the lessee by way of rental for said
dam, be deemed to be the sum actually so
expended, but not exceeding $20,000,000
(exclusive of its locks and navigation
facilities) and $5,000,000 for any locks and
navigation facilities appurtenant thereto,
unless such amounts be increased by
mutual agreement between said Chief of
Engineers and the lessee.
And (c) $50,000 annually, in installments

quarterly in advance, for repairs and main-
tenance of said dam and for operation of its
locks, irrespective of the actual cost thereof.
In the event said Cove Creek Dam shall

become a part of the demised premises, as
aforesaid, the lessee will, during the term
of this lease, supply to the lessor, free of
all charge, electric power necessary for the
operation and lighting of its locks, the
same to be delivered at any point on its

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

t\D



lock grounds designated by said Chief of
Engineers.
The lessor covenants and agrees to

acquire, by good and marketable title, free
from all defects and encumbrances, all
such lands, rights, easements and servi-
tudes as may be necessary for the con-
struction, operation, and maintenance of
said dam and to complete the construction
thereof in goof faith and with reasonable
diligence in accordance with said plans
and specifications.
In case the Congress of the United States

within said five-year period shall elect not
to acquire and construct said Cove Creek
Dam as aforesaid, the lessee may, within
ninety (90) days after a declaration to that
effect, cause to be filed with the Federal
Power Commission an application for a
preliminary permit to enable a subsidiary
corporation, to be organized by the lessee
under the laws of one of the United States
and empowered to engage in the business
of developing, generating, transmitting
and distributing electric power, to secure
the data and perform the acts required by
section 9 of the Federal water power act,
with a view to acquiring and obtaining
a license to construct, operate, and main-
tain, in accordance with the terms and
.provisions of said act, said Cove Creek
Dam; and thereupon the said commission
shall issue such a preliminary permit
forthwith.
The said subsidiary corporation shall

have a period of three years from the date
of such preliminary permit within which
to make examinations and surveys, prepare
maps, plans, specifications and estimates,
for the acquisition, construction, operation,
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L Bidder Henry Ford Air Nitrates Corporation arid American Muscle Shoals Power Distributing Co., by
Cyanamid Co. Thos. W. Martin, president; Muscle

and maintenance of said Cove Creek dam;
and during such period said subsidiary
corporation shall have and enjoy priority

Shoals Fertilizer Co., by Louis C. Jones
vice president.

In applying for a license under the terms
of said act to acquire, construct, operate,
and maintain said dam. If within said
period of three years the said subsidiary
corporation shall elect to acquire and con-
struct said dam, it shall promptly apply
for such a license under the terms of said
act to construct, operate, and maintain
said dam, subject to the applicable State
and Federal laws. Thereupon, in ac-
cordance with plans and specifications
approved by said Chief of Engineers and
the Secretary of War, and which shall be
well adapted to develop, conserve, and
utilize in the public interest the navigation
and the water power development of such
region, the said commission shall issue to
the said subsidiary corporation a license to
acquire, construct, operate, and maintain
the said dam which shall confer upon said
subsidiary corporation all the rights and
privileges of said act.
Anything in this lease to the contrary

notwithstanding, the lessee shall not be
required to provide and place in operation
a third unit for the production of such con-
centrated fertilizer in accordance with the
provisions of subdivision (1) of article F

cf)



hereof until the lessor shall have completed
the construction of said Cove Creek dam
and the same shall have become a part of
the demised premises, pursuant to the
provisions of this article, or, three years
have elapsed after a license to construct,
operate, and maintain said dam shall have
been granted, in accordance with the terms
and provisions of this article to said sub-
sidiary corporation.
U. The lessee will, within 90 days after

the date hereof, cause to be organized under
the laws of one of the United States a sub-
sidiary corporation, empowered to engage
In the business of developing, generating,
transmitting, and distributing electric
power, and will cause said subsidiary cor-
poration to file, within 90 days after its
organization, with the Federal Power Com-

mission an application for a preliminary

permit to enable said subsidiary corporation

to secure the data and perform the acts

required by section 9 of the Federal water

power act, with a view to acquiring and

obtaining a license to construct, operate,

and maintain, in accordance with the terms

and provisions of said act, except as herein

otherwise provided, the following dams, to

wit:
1. Senator dam, to be constructed upon

the Senator site on the Clinch River, above

the mouth of the Emery River.

2. Melton Hill dam, to be constructed

upon the Melton Hill site on the Clinch

River, in Anderson and Knox Counties.

3. Clinton dam, to be constructed upon

the Clinton site on the Clinch River, near

Clinton
And thereupon the said commission shall

issue such a preliminary permit forthwith.
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I. Bidder Henry Ford Air Nitrates Corporation and American
Cyanamid Co.

The said subsidiary corporation shall
have a period of five years from the date of
such preliminary permit within which to
make examinations and surveys, prepare
maps, plans, specifications, and estimates,
for the acquisition, construction, operation,
and maintenance of any one or more of
said dams; and during such period said
subsidiary corporation shall have and
enjoy priority in applying for a license
under the terms of said act to acquire, con-
struct, operate, and maintain any one or
more of said dams. If within said period
of five years the said subsidiary corporation
shall elect to acquire and construct any
one or more of the said dams, it shall
promptly apply for such a license under the
terms of said act to construct, operate, and
maintain such dam or dams subject to the
applicable State and Federal laws. There-
upon, in accordance with plans and speci-
fications approved by said Chief of Engi-
neers and the Secretary of War and which
shall be well adapted to develop, conserve,
and utilize in the public interest the navi-
gation and the water power development
of such region, the said commission shall
issue to the said subsidiary corporation a
license to acquire, construct, operate, and
maintain the dam or dams specified in said
application, which shall confer upon said

Muscle Shoals Power Distributing Co , by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.



VII. Payments to United States by lessee. 3. The company will lease from the
United States Dam No. 2, its power house
and all of its hydroelectric and operating
appurtenances, except the locks, together
with all lands and buildings owned or to
be acquired by the United States connected
with or adjacent to either end of the said
dam, for a period of 100 years from the date
when structures and equipment of a cr. p.m-
ity of 100,000 horsepower are constructed
and installed and ready for service, and will
pay to the United States as annual rental
therefor 4 per cent of the actual cost of
acquiring lands and flowage rights, and of
completing the locks, dam, and power-
house facilities (but not including expendi-
tures and obligations incurred prior to ap-
proval of this proposal by Congress), pay-
ble annually at the end of each lease year,
except that during and for the first six
years of the lease period the rentals shall
be in the following amounts and payable
at the following times, to wit: Two hun-
dred thousand dollars one year from the
date when 100,000 horsepower is installed
and ready for service, and thereafter

subsidiary corporation all the rights and

privileges of said act, provided, however,

that said subsidiary corporation shall not

be required to pay under and pursuant to

the terms and provisions of subsection (f)

of section 10 of said act to the lessor any

annual charges for interest, maintenance,
and depreciation on said Cove Creek Dam

on account of the said subsidiary corpora-

tion's use and operation, as licensee under

said act, of any dam or dams mentioned

and described in this article.
We propose to pay to the United States—
(1) Four per cent interest per annum

upon the investment of the United States

in Dam No. 2 with its power house and

appurtenances, exclusive of the amounts

expended prior to May 31, 1922 (which

amounts are deemed properly applicable to

war costs and navigation purposes as dis-

tinguished from power purposes of the im-

provement), and annual amounts sufficient

if continued for 100 years, to amortize on a

basis of 4 per cent interest compounded

annually, such entire investment (without

deduction of amounts expended prior to

May 31, 1922), except that during the first

six years such payments of interest and

amortization combined shall be $200,000

per year, and that the difference between

such smaller amounts and the full amount

of such interest and amortization shall be

paid by us, with interest, in not more than

15 annual installments, beginning not later

'than thirty-fifth year of the lease.

(2) Four per cent interest per annum

upon the investment of the United States

in Dam No. 3 with its power house and

12. The power company will pay to the

United States annually for the existing

power properties leased as follows: $600,000

per year for the first six years; $1,200,000

per year for the next six years; $1,500,000

per year for the next six years; $2,000,000

per year for the remaining 32 years.
In addition to the above payments, the

power company will pay $20 per horse-

power-year for each additional horsepower

of primary power in excess of the present

80,000 horsepower created at Dam No. 2

by headwater storage, such payments to

be paid annually as the benefits accrue,

not to exceed $1,200,000 per year.
14. The power company will pay, as

rental for the lease of Dam No. 3, 4 per cent
annually of the total cost thereof, the rental

not to exceed $1,200,000 per annum, pay-

able at the end of each year, except that for

the first three years of operation payments

shall be made as follows. For the first year

during which 80,000 horsepower is installed

and made ready for service, $500,000, or the

proper porportion thereof if 80, 000 horse-

power is not ready for the whole of the first
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Comparative tabulated analysis—Continued •

I. Bidder Henry Ford 

$200,000 annually at the end of each year
for five years.

4. The company will further pay to the
United States during the period of the lease
of Dam No. 2, $35,000 annually, in install-
ments quarterly in advance, for repairs,
maintenance, and operation of Dam No. 2,
its gates and locks, it being understood
that all necessary repairs, maintenance,
and operation thereof shall be under the
direction, care, and responsibility of the
United States during the said 100-year
lease period; and the company, at its own
expense, will make all necessary renewals
and repairs incident to efficient mainte-
nance of the power house, substructures,
superstructures, machinery, and appli-
ances appurtenant to said power house, and
will maintain the same in efficient operat-
ing condition.
7. The company with lease from the

United States Dam No. 3, its power house
and all of its hydroelectric and operating
appurtenances, except the lock, together
with all lands and buildings owned or to
be acquired by the United States connected
with or adjacent to either end of the said
dam, for a period of 100 years from the date
when structures and equipment of a ca-
pacity of 80,000 horsepower are constructed
and installed and ready for service, and will

Air Nitrates Corporation and American
Cyanamid Co.

appurtenances, except $6,000,000 (which
amount is deemed properly applicable to
the navigation purposes as distinguished
from power purposes of the improvement),
and annual amounts sufficient if continued
for 100 years, to amortize on a basis of 4
per cent interest compounded annually,
such entire investment (without deduction
of such $6,000,000), except that during the
first three years from delivery to us of
Dam No. 3 completed such payments of
interest and amortization combined shall
be $160,000 per year, and that the difference
between such smaller amounts, and the
full amount of such interests and amorti-
zation shall be paid by us, with interest, in
not more than 15 annual installments, be-
ginning not later than the thirty-fifth year
of the lease; provided that for the purpose
of calculating the amounts upon which
such interest and amortization shall be paid
in respect to said Dam No. 3 the total of
such investment shall be deemed to be not
in excess of $32,500,000, unless a greater sum
be agreed to between the Chief of Engineers
of the United States Army and the com-
pany.
(3) $35,000 annually in installments quar-

terly in advance for repairs and mainte-
nance of Dam No. 2 and its locks and for
operation of the locks, and $20,000 annually

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

year; $750,000 at the end of each of the two
succeeding years; and thereafter increasing
to the maximum rental.

15. In addition to the above payments,
the power company will pay $20 per horse-
power-year for each additional horsepower
of primary power in excess of 40,000 horse-
power, created at Dam No. 3 by headwater
storage, such payments to be paid annually
as the benefits accrue, not 'o exceed $600,000
per year.
SEC. 16. The United States may install

additional generating, transformer, and
switching equipment in the power plants
at Dams Nos. 2 and 3 and the steam plant
at nitrate plant No. 2, and such additions
sh 111 be included under this lease and an-
nual payments to the United States shall
be increased by an amount equal to 4 per
cent on the cost of additions: Provided, That
if the United States does not make such
additions the power company may do so
at any tune at its expense in accordance
with plans and specifications to be prepared
by the power company and approved by
the Secretary of War; and in case such addi-
tional units are installed by the power
company at Dam No. 2 and at its expense
it will pay to the United States $10,000 per
year on each unit installed by it in Dam
No. 2; and similarly, in case additional units



pay to the United States as annual rental
therefor 4 per cent of the actual cost of
constructing the lock, dam, and power-
house facilities, payable annually at the
end of each lease year, except that during
and for the first three years of the lease
period the rentals shall be in the following
amounts and payable at the following
times, to wit: One hundred and sixty thou-
sand dollars one year from the date when
80,000 horsepower is installed and ready
for service, and thereafter $160,000 annually
at the end of each year for two years.
8. The company will further pay to the

United States during the period of the
lease of Dam No. 3 $20,000 annually, in
installments, quarterly, in advance, for
repairs, maintenance, and operation of
Dam No. 3, its gates, and lock, it being
understood that all necessary repairs,
maintenance, and operation thereof shall
be under the direction, care, and responsi-
bility of the United States during the said
100-year period; and the company at its
own expense will make all necessary re-
newals and repairs incident to the efficient
maintenance of the power house, sub-
structures, superstructures, machinery,
and appliances appurtenant to said power
house, and will maintain the same in
efficient operating condition.

10. For the purpose of enabling the Gov-
ernment to create and provide a sinking
fund to retire the cost of Dam No. 3 at the
end of 100 years, the company will at the
beginning of the fourth year of the lease
period, and semiannually thereafter for
the remaining term of the lease, pay to the
United States Government the sum of

in installments quarterly in advance for
repairs and maintenance of Dam No. 3 and
its locks and for the operation of the locks;
the maintenance and operation of the spill-
way gates as well as the power houses and
their appurtenances being undertaken by
us, and the maintenance of the dams and
locks being undertaken -by the United
States.
(4) Sufficient power, free of charge, for the

operation and lighting of the locks of Dams
No. 2 and No. 3, to be delivered at such
points on the respective lock grounds as
shall be designated by the Chief of Engi-
neers of the United States Army.
(5) A royalty of 5 cents per long ton upon

all limestone removed from the Waco lime
stone quarry. The amount of reasonably
mineable and suitable limestone in the Waco
quarry will not be reduced below 15,000,000
long tons, the estimated amount necessary
for operation of the large nitrate plant at full
present capacity for 50 years for production
of ammonium nitrate.
In case the Cove Creek Dam be included

in the leased property, we will pay and fur-
nish in addition to the United States—
(1) Four per cent interest upon the in-

vestment of the United States in the Cove
Creek Dam, less such amount as shall be
determined by agreement between the
Chief of Engineers of the United States
Army and the company to be properly ap-
plicable to the navigation purposes as dis-
tinguished from the power purposes of the
project, and annual amounts sufficient, if
continued for 100 years, to amortize, on a

basis of 4 per cent interest compounded
annually, such entire investment without

are installed by the company at Dam No. 3
at its expense it will pay to the United
States $10,000 per year on each unit so in-
stalled of like capacity to those installed in
Dam No. 2; or in the event the units in-
stalled in Dam No. 3 are of different ca-
pacity than those installed in Dam No. 2,
then the payments shall be adjusted pro-
portionately. The power company shall
also have the right to erect, operate, and
maintain additional power lines, sub-
stations, and other facilities on lands of the
United States necessary for the efficient
operation of the power plants and for the
transmission of power therefrom.
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$3,505; and for the purpose of enabling the
Government to create and provide a sink-
ing fund to retire the cost of Dam No. 2
at the end of 100 years the company will
at the beginning of the seventh year of the
lease period, and semiannually thereafter
for the remaining term of the lease, pay to
the United States Government the sum of
$19,868.

Air Nitrates Corporation and American
Cyanamid Co.

deduction of the amount applicable to the
navigation purposes of the project. In case
the Chief of Engineers of the United States
Army and the company can not agree upon
the amount properly applicable to the navi-
gation purposes of the project, such amount
shall be determined by the United States
District Court of the Northern District for
the State of Alabama with the right of ap-
peal by either party to the Circuit Court of
Appeals for the Fifth Judicial Circuit; and
in any case such public utility company
shall not construct the Cove Creek Dam
but it shall become a part of the leased
property the company shall not be required
to pay interest upon expenditures in excess
of $20,000,000 or amortization installments
upon a sum greater than $25,000,000 for the
Cove Creek Dam.
(2) $50,000 annually in installments

quarterly in advance for repairs and mainte-
nance of Cove Creek Dam and its locks
and for operation of the locks; maintenance
and operation of the spillway gates and
power houses and theirs appurtenances
being undertaken by us, and the mainte-
nance of the dam and locks and operation
of the locks being undertaken by the
United States.
(3) Sufficient power, free of charge, for

the operation and lighting of the locks of

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.
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VIII. Program for the fixation of atmos-

pheric nitrogen.

SEC. 14. Since the manufacture, sale, and

distribution of commercial fertilizers to

farwers and other users thereof constitute

one of the principal considerations of this

offer, the company expressly agrees that,

continuously throughout the lease period,

except as it may be prevented by recon-

struction of the plant itself, or by war,

strikes, accidents, fires, or other causes

beyond its control, it will manufacture

nitrogen and other commercial fertilizers,

mixed or unmixed, and with or without

filler, according to demand, at nitrate plant

No. 2 or its equivalent, or at such other

plant or plants adjacent or near thereto

as it may construct, using the most

economical source of power available,

The annual production of these fertilizers

shall have a nitrogen content of at least

40,000 tons of fixed nitrogen, which is the

present annual capacity of nitrate plant No.

2. If during the lease period said nitrate

plant No. 2 is destroyed or damaged from

any cause the company agrees to restore

such plant, within a reasonable time, to its

former eapacity and further agrees:

(a) To determine by research whether by

means of electric-furnace methods and
industrial chemistry there may be pro-

duced on a commercial scale fertilizer com-
pounds of higher grade and at lower prices
than farmers and other users of commercial
fertilizers have in the past been able to
obtain, and to determine whether in a
broad way the application of electricity and
industrial chemistry may accomplish for

Cove Creek Dam, to be delivered at such

point on its lock grounds as shall be desig-

nated by the Chief of Engineers of the

United States Army.
F. In order to secure the purposes of the

lessor in respect of the utilization of the

demised properties in times of peace for

the fixation of atmospheric nitrogen and

the production of a concentrated fertilizer

and its sale to farmers in the United States

at reasonable prices, the lessee covenants

and agrees that it will:

(1) Produce or cause to be produced at

said United States nitrate plant No 2 and/or

said United States nitrate plant No. 1,

ammonium phosphate or other nitrogenous

concentrated fertilizer suitable for use by

the farmers both through direct application

to the soil and through home mixing and

containing at least 40 per cent by weight

of plant food in the form of ammonia and/or

phosphoric acid and/or potash. The pro-

duction of such concentrated fertilizer will

be commenced at said United States ni-

trate plant No 2 by using the cyanamid

process. Before the expiration of the second

year of the lease term the lessee will make

such alterations as are found necessary by

the lessee upon inspection and test of the

said nitrate plant and will build the neces-

sary phosphoric acid and ammonium phos-

phate plants to produce annually a quan-

tity of such concentrated fertilizer contain-

ing not less than 10,000 net tons of fixed

nitrogen and not less than 40,000 net tons

of plant food in the form of ammonia and/or

phosphoric acid and/or potash. The term

"net tons" as used in this article is hereby

defined to mean tons of 2,000 pounds each.

The first unit of the plant for production of

And at the option of the United States

to be determined by the Secretary of War

and Secretary of Agriculture jointly the

foregoing annual rentals shall be reduced

by 5 per cent in each year following any

year in which the fertilizer company sells

fertilizer to the capacity of the nitrate

plants, which under section 3 it agrees to

construct and operate. Said reductions in

rentals to be effective for a five-year period,

renewable by the Secretary of War and

Secretary of Agriculture acting jointly

for 5-year periods.
2. The fertilizer company will lease for

$1 per year and the considerations herein-

after named, for a period of 50 years, nitrate

plant No. 1 and nitrate plant No. 2 at

Muscle Shoals, Ala., including all lands,

buildings, machinery, fixtures and equip-

ment, tools, and supplies belonging thereto,

and the Waco quarry, the railroad belong-

ing thereto, its buildings and equipment,

with the right to make alterations and con-

struct and install plants and equipment

thereon. The lease also to include the

right, license, and privilege to operate the

'eased premises, and to dispose of the

product and to use any and all patents,

processes, methods, formulEe, and designs

relating to the production of fertilizer or

fertilizer materials, the royalties to be paid

by the fertilizer company, but the use of

which the United States has the legal right

to authorize.
In the plants covered by said lease,

or in such plant or plants as it may cry
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the agricultural industry of the country
what they have economically accomplished
for other industries, and if so found and
determined, to reasonably employ such im-
proved methods.
SEC 15. In order that farmers and other

users of fertilizers may be supplied with
fertilizers at fair prices and without exces-
sive profits, the company agrees that the
maximum net profit which it shall make in
the manufacture and sale of fertilizer prod-
ucts shall not exceed 8 per cent of the fair
actual annual cost of production there-
of. In order that this provision may be
carried out, the company agrees to the
creation of a board of not more than nine
voting members, chosen as follows: The
three leading representative farm organ-
izations, national in fact, namely, the
American Farm Bureau Federation, the
National Grange, the Farmers' Educa-
tional and Cooperative Union of America,
or their successor or successors (said suces-
sor or successors to be determined, in case
of .controversy, by the Secretary of Agri-
culture), shall each designate not more than
seven candidates for said board in the first
instance and thereafter, for succession in
office, not more than three candidates.
The President shall nominate for mem-

bership on this board not more than seven

Air Nitrates Corporation and American
Cyanamid Co.

such concentrated fertilizer will be operated
at full capacity not later than in the third
year of the lease term and the product will
be offered for sale in the manner hereinafter
provided.
At any time thereafter when the lessee

has for three successive fiscal years succeed-
ed in selling the full product of such first
unit at cost plus 8 per cent (as provided in
subdivision (2) hereof) the lessee will, upon
written request of the farmer board herein-
after described, provide and place in opera-
tion a second unit of sufficient size so that
there shall be then a total capacity for
annual production of such concentrated
fertilizer containing at least 20,000 net tons
of fixed nitrogen and at least 80,000 net tons
of plant food in the form of ammonia and/or
phosphoric acid and/or potash. When at
any time thereafter the lessee has for three
successive fiscal years succeeded in selling
the full combined product of such first
two units at cost plus 8 per cent (as pro-
vided in subdivision (2) hereof) and eitker
(a) the flow of the Tennessee River shall be
so regulated by means of improvements
above said Dam No. 2 as to make available
for 99 per cent of the time stream flow
sufficient thereby at said Dams No. 2 and
No. 3 to generate 200,000 primary (con-
tinuous) hydroelectric horsepower (the

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

construct on the leased premises or else-
where as the Secretary of War and the
Secretary of A griculture shall approve,
within the radius of economic transmission
of electric power from Muscle Shoals, the
fertilizer company agrees to construct and
have ready for operation synthetic am-
monia plants to a capacity of 20,000 tons of
fixed nitrogen, together with the necessary
phosphoric acid plants, to be operated in
the manufacture of fixed nitrogen, am-
monium phosphate, other fertilizer ingre-
dients, and concentrated and/or commercial
fertilizers, mixed or unmixed and with or
without filler as the farmer board shall
direct within six years from the date of the
lease and will operate the same to -full
capacity as hereinafter provided. In case
the synthetic process should not produce
economic fertilizer as determined by the
farmer board and the Secretary of Agri-
culture after a reasonable trial determined
as aforesaid, lessee shall adopt as soon as
practicable some other commercially
demonstrated economic available process
that will produce for sale the quantities
set out in this section under the terms of
this agreement. The first 10,000-ton unit
of fixed nitrogen will be put in operation
within three years and the second 10,000-
ton unit within three years thereafter



of these candidates, selected to give repre-

sentation to each of the above mentioned

organizations, said nominations to be made

subject to confirmation by the Senate, and

there shall be two voting members of said

board selected by the company: Provided,

That not more than one shall be nominated

by the President from the same State;
that if the Senate shall not confirm all of

said seven nominees the President shall

send additional names from the said list of

candidates until the Senate shall have

confirmed seven: Provided further, That if

either or any of said farm organizations or
its or their successors by reason of the ex-

piration of its or their charter or ceasing to

function or failing to maintain its organiza-

tion or for any cause or reason should de-

cline, fail, or neglect to make such designa-

tions, then the Secretary of Agriculture

shall make such designation or designations
for such or all of said organizations as may

so decline, fail, or neglect to make such

designation; and if such designation is

made by the Secretary of Agriculture for

only one or two of said organizations, then

such designation shall be made so as to give

the remaining organization or organizations

the same right and in the same proportion

to designate candidates for said board as in

the first instance and just as though all of

said organizations were making such

designations: Provided, however, That a

failure to make designations at anyone time

shall not thereafter deprive any organiza-

tion of its original rights under this section:
And provided further, That the terms of
office of the first seven candidates nomi-
nated by the President and confirmed by

the Senate on the designation of said farm

calculation of the amount of flow so made

available to be based upon stream-flow

records approved as a proper basis for such

calculation by said Chief of Engineers) or,

(b) three years have elapsed after a license

to construct, operate, and maintain Cove

Creek Dam shall have been granted, in

accordance with the terms and provisions

of article T hereof, to the subsidiary corpo-

ration therein mentioned, the lessee will

upon written request of the said farmer

board, provide and place in operation a

third unit of sufficient size so that there

shall be then a total capacity for annual pro-

duction of such concentrated fertilizer con-

taining at least 30,000 net tons of fixed

nitrogen. At any time thereafter when

the lessee has for three successive fiscal years

succeeded in selling the combined full

product of such first three units at cost plus

8 per cent (as provided in subdivision (2)

hereof) the lessee will, upon request of

said farmer board, provide and place in

operation a fourth unit of sufficient size so

that there shall be then a total capacity for

annual production of such concentrated

fertilizer containing at least 40,000 net tons

of fixed nitrogen. The lessee throughout

the term of this lease will annually produce

a quantity of such concentrated fertilizer

equal to the plant capacity for such pro-

duction as the same shall exist from time to

time as above stated, except when the

nitrogen is required for national defense or

when satisfaction of market demands is

insured through the maintenance in stor-

age of an unsold quantity of such con-

centrated fertilizer equal to at least 25 per

cent of the annual capacity of said first unit.

Nothing herein contained shall deprive

After the above plants of 20,000 tons capa-

city for the fixation of nitrogen shall have

been operated to full capacity for two

successive years, then the company will,

in response to market demands as deter-

mined by the farmer board, construct an

additional unit of 10,000 tons and will oper-

ate the same at full capacity as hereinafter

provided.
Likewise, when the plants of 30,000 tons

capacity above provided for have operated

to full capacity for two consecutive years

then the company will, in response to mar-

ket demand, construct an additional unit of

10,000 tons and will operate the same to

full capacity as hereinafter provided, mak-

ing in total plants capable of fixing annually

40,000 tons of nitrogen in the form of a

suitable concentrated fertilizer. The lessee

agrees to use all power necessary to accom-

plish said purpose. These plants will be

operated in the manufacture of such fertil-

izer to meet market demands, as determined

by the Farmer Board, except that when-

ever fertilizer suitable for agricultural use

containing in excess of 5,000 tons of nitrogen

remains unsold in storage the obligation for

further manufacture to be suspended until

such stock is reduced to below an amount of

fertilizer containing 5,000 tons of nitrogen.

Such suspension to be effective shall be

approved by the Farmer Board and the

Secretary of Agriculture. With the view of

extending the usefulness of the nitrate

plants, nitrogen plant capacity in excess of

40,000 tons will be constructed from time to

time after request from the Farmer Board,

when in the judgment of the board of direc-

tors of the fertilizer company it is reason-

ably necessary to meet market demands.

CI)
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organizations shall be as follows: Two for a
period of two years, two for a period of four
years, and the remaining three for a period
of six years, and thereafter the nominations
for membership on said board made by the
President, except for unexpired terms,
shall be for six years each. None of the
members of said board shall draw compen-
sation from the Government, except that
any which may be nominated and con-
firmed on the designation of the Secretary
of Agriculture under the provisions hereof
shall receive from the Government their
actual expenses while engaged in work on
said board.
A representative of the Bureau of Mar-

kets, Department of Agriculture, or its
legal successors, to be appointed by the
President, shall also be a member of the
board serving in an advisory capacity
without the right to vote. The said board
shall determine what has been the cost
of manufacture and sale of fertilizer prod-
ucts and the price which has been charged
therefor, and, if necessary for the purpose
of limiting the annual profit to 8 per centum
as aforesaid, shall regulate the price at
which said fertilizer may be sold by the
company. For these purposes, said board
shall have access to the books and records
of the company at any reasonable time.

Air Nitrates Corporation and American
Cyanamid Co.

the lessee of the privilege of anticipating
from time to time the increase above pro-
vided in plant capacity for production of
such concentrated fertilizer.

If at any time during the term of this
lease the lessee shall suspend the production
of such concentrated fertilizer, it shall
make no profit from the sale of power made
available to it through such suspension,
but for and during such suspension, all
profits from the sale of such power over
and above the cost thereof (as provided in
subdivision (2) hereof) shall be expended by
the lessee as the Secretary of War, in his
discretion and to carry out as near as may
be the purposes of this lease, shall direct
after receiving the recommendation of said
Farmer Board; and in case the lessee, its
subsidiary and/or allied corporations shall
utilize any power so made available, such
power so utilized shall be deemed, for the
purposes of this provision, to have been
sold to the lessee and/or such companies at
the fair market value thereof as the same
shall be fixed and determined, subject to
the provisions of Article N hereof, by said
Farmer Board.
(2) Such concentrated fertilizer will be

offered for sale to farmers and other con-
sumers in the United States at a maximum
selling price f. o., b. factory consisting • of

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Tones,
vice president.

having in view the power available from the
leased plants and other pertinent condi-
tions.

Authority shall be granted to the Sec-
retary of War and the Secretary of Agri-
culture, jointly, to grant to the power com-
pany a discount of 5 per cent or more, as in
their judgment shall be appropriate, of the
total annual rentals payable under its lease
in return for the construction and opera-
tion of the plants for the manufacture of
nitrogen to be used in fertilizer over and
above the 40,000 tons of nitrogen herein-
before provided for.
The fertilizer company shall have the

preferred use of all power from the leased
power plants of the Government at Muscle
Shoals for the production of nitrogen and
other fertilizer ingredients; and all surplus
power shall be sold by the power company
with such reservations as will allow its
gradual withdrawal and application to
fertilizer manufacture.
SEC. 4. The fertilizer company will offer

for sale the fertilizers so produced to farm-
ers, cooperative purchasing organizations
of farmers, or association of farmers, and to
others. The fertilizer company agrees
that it will manufacture and sell fertilizer
at cost plus 8 per centum profit; cost to



In order that such fertlizer products may

be fairly distributed and economically

purchased by farmers and other users

thereof, the said board shall determine

the equitable territorial distribution of the

same and may, In its discretion, make

reasonable regulation for the sale of all or

a portion of such products by the company

to farmers, their agencies, or organizations.

If and when said board can not agree

upon its findings and determinations, then

the points of disagreement shall be referred

to the Federal Trade Commission (or its

legal successor) for arbitration and settle-

ment, and the decision of said commission

in such cases shall be final and binding

upon the board.

the fair actual cost (as hereinafter defined)

of manufacture and sale, plus 8 per cent

thereof. Such cost shall include:

(a) All direct expenses incurred in manu-

facture and sale of such concentrated ferti-

lizer, including the cost (as hereinafter de-

fined) of power used in such manufacture.

It shall be understood and agreed that in

determining cost, there shall be deducted

any discounts, rebates, or refunds accruing

in connection with the concentrated fertil-

izer business, any miscellaneous receipts

from sale of scrap or residue produced in the

operation of the concentrated fertilizer

business, and the market value, if any, as

raw materials before any subsequent

processing thereof, of any by-products pro-

duced in the course of the manufacture of

such concentrated fertilizer and sold either

as such raw materials or after further

processing.
It shall be understood and agreed that the

lessee shall have the right to purchase, for

the manufacture of such concentrated

fertilizer, materials, supplies and/or equip-

ment not reasonably capable of being pro-

duced at either of said nitrate plants, from

said American Cyanamid Co., its sub-

sidiary and/or allied companies, at the fair

market price thereof, provided said price

shall have been approved by resolution of

said Farmer Board.

(0 All indirect expenses properly inci-

dent to the manufacture and sale of such

concentrated fertilizer.

(c) Fire, liability, and any other insur-

ance.
(d) Taxes (except Federal income and

profit taxes)

include all costs entering into the opera-

tion and maintenance of the leased premises

and fertilizer plants, the manufacture,

storage, sale, and distribution of fertilizer,

and including power at cost to the power

company, 6 per centum on capital invested

by the fertilizer company less deprecia-

tion at 732 per centurn and annually on

the plants erected by the fertilizer com-

pany. Cost will be ascertained annually

by competent auditors and selling prices

approved for the following year based on

the cost of the previous year, and the cost

so determined shall prevail until other

costs are similarly determined. If the

farmer board and the fertilizer company

fail for ninety days after the expiration of

each year to agree upon a certified public

accountant to determine said cost, said

cost shall be determined by a certified

public accountant appointed by the senior

judge of the United States District Court

for the Northern District of Alabama,

upon the petition of either the fertilizer

company or the farmer board. Except for

the first year, the selling prices shall be

based on the cost of the previous year.

SEC. 5. The Secretary of Agriculture

from time to time shall appoint and re-

move members of a board of five, to be

known as the Farmers' Muscle Shoals

Fertilizer Board, to be composed of three

representatives of farmers' organizations

or associations, such representatives to be

persons actually engaged in farming, a

representative of the United States De-

partment of Agriculture, and a nominee

of the fertilizer company, whose duty will

be to prescribe regulations, to be approved

In
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(e) Any expenses for research ordered by
said farmer board (as provided in subdivi-
sion (4) hereof).
(f) All expenses of administration of the

concentrated fertilizer business, including
legal expenses properly incidental thereto.
(g) All expenses of maintenance of such

part of the nitrate plants, or either of them,
as shall be utilized in the manufacture of
such concentrated fertilizer.
(h) Depreciation and obsolescence at the

rate of 10 per cent per annum of the lessee's
total expenditures and expenses for con-
struction and/or acquisition of buildings
and equipment used in the manufacture of
such concentrated fertilizer and for the re-
placement of presently existing property
hereafter used in such manufacture and for
any additions, extensions, and/or better-
ments that may be made from time to time
to any property used in such manufacture
either existing at the date hereof or which
may subsequently be constructed and/or
acquired, such buildings and equipment
becoming the property of the lessor pur-
suant to the provisions of subdivision (2)
of article H hereof on the termination of the
lease.
It shall be understood and agreed that

as a part of such total expenditures and ex-
penses there shall be included interest at

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

by the Secretary of Agriculture, for the
sale and territorial distribution of fertilizer
products; to provide for an audit and veri-
fication of the statements and the books of
the fertilizer company of the cost of fer-
tilizer hereunder, to advise with the com-
pany as to the price to be charged for fer-
tilizer so as to limit the profit as herein
provided and with respect to the produc-
tion necessary to meet the market de-
mands for fertilizer and such other duties
as this lease provides. For such purpose,
said board shall have access to the books
and records of the company. The ferti-
lizer company shall offer for sale such
amounts of fertilizer produced to coopera-
tive purchasing organizations or associa-
tions of farmers and other agencies, and
farmers, as the board may direct.
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the rate of 6 per cent per annum during

construction upon monthly balances of ex-

penditures for construction.

It shall be understood and agreed that

at no time shall the provision for accrued

depreciation and opsolescence over and

above the total of expenditures made there-

from for renewals and replacements of the

buildings and equipment provided at the

expense of the lessee, exceed the total orig-

inal cost of all the properties depreciated,

and that no depreciation or obsolescence

whatever shall be charged in respect of the

property built and provided at the cost and

expense of the lessor. If any part of the

balance of the provision for depreciation be

withdrawn from the concentrated fertilizer

business, such part so withdrawn shall

cease, from the date of such withdrawal,

to be considered as capital invested in the

concentrated fertilizer business for the pur-

pose of computing interest on the capital

invested in such concentrated fertilizer

business.
(i) Interest at 6 per cent per annum on

capital invested in the concentrated fer-

tilizer business, except balances of expendi-

tures for construction on which interest

has hereinbefore been provided for and

except borrowed money.

It shall be understood and agreed that

the lessee shall keep departmental accounts

which shall at all times show the propor-

tion of its capital invested in such con-

centrated fertilizer business.

(j) Interest actually paid (from which
shall be deducted interest earned on bank

balances) on money borrowed by the

lessee and used or held for the purposes

of such concentrated fertilizer business, the
FP,
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net interest on such borrowed money not
to exceed 6 per cent per annum.
(k) Cost of the farmer board and its

members as provided in subdivision (6)
of article F hereof.
(1) Unless otherwise provided for in, or

precluded by, specific provisions of this
lease, any expenditure made or obligation
incurred, at fair current prices, for the
specific purpose of performing the acts and
things required to be performed by the
lessee in connection with the preparation
for manufacture, manufacture of, storage,
distribution, and sale of such concentrated
fertilizer under this lease, which can be
reasonably construed, as of the time in-
curred, to have been necessary in connec-
tion with such performance, shall be con-
sidered items of cost.

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

It shall be understood and agreed, how-
ever, that in order to arrive at a normal
cost, preliminary costs of "tuning up" of
'manufacturing plant, demonstrating
through cooperation of agricultural ex-
periment stations, county agricultural
agents, and farmers the use on various
corps of the concentrated fertilizer pro-
duced (as pyovided in subdivision 1 of
this article) on the leased premises, and
other initial and preliminary expenses
made and incurred during the period after



the commencement of this lease and prior

to operation of the first unit of the plant

for manufacture of such concentrated

fertilizer and properly incident to the

concentrated fertilizer business, shall be

carried as deferred charges and distrib-

uted equally in the cost of such concen-

trated fertilizer over the first five years of

production after the operation of such first

unit at full capacity has commenced; and

that similar initial and preliminary ex-

penses made and incurred in connection

with the putting into operation of the

second and each subsequent unit of the

plant for manufacture of such concen-

trated fertilizer shall likewise be carried

as deferred charges and distributed equal-

ly in the cost of such concentrated ferti-

lizer over the first five years of production

after the operation at full capacity of each

unit, respectively.
In case the lessee shall utilize any part of

the nitrate properties for purposes other than 
0

the manufacture of such concentrated ferti-

lizer, the expense of maintenance and oper-

ation of such part of such properties when

so utilized shall not be included in the cost

of such concentrated fertilizer, and any

profits obtained by the lessee through such

utilization shall not be credited to the

cost of such concentrated fertilizer.

There shall not be included in the cost of

such concentrated fertilizer any royalties

paid or payable on any processes utilized in

the manufacture of such concentrated ferti-

lizer, which are now owned or which may

hereafter be acquired by American Cyan-

amid Co., a corporation organized and ex-

isting under and by virtue of the laws of PP,
C4.1
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I. Bidder Henry Ford Air Nitrates Corporation and American Muscle Shoals Power Distributing Co., by
Cyanamid Co. Thos. W. Martin, president; Muscle

the State of Maine, and/or by any subsidiary
and/or allied corporation of said American

Shoals Fertilizer Co., by Louis 0. Junes,
vice president.

Cyanamid Co.; nor shall there be included
in the cost of such concentrated fertilizer
any royalties upon inventions made through
and in the course of research provided for in
subdivision (4) hereof.
There shall not be included in the cost of

such concentrated fertilizer any compen-
sation paid to any person holding the office
of president, vice president, secretary, or
treasurer of said American Cyanamid Co.,
nor any compensation paid to any person
holding like office in any subsidiary or
allied corporation of said company; but
this provision shall not be deemed to ex-
clude from such cost compensation paid
to any officer employed only by a corpora-
tion engaged in the manufacture of such
concentrated fertilizer under this lease.
In computing the cost of all electric

power used in the manufacture of such
concentrated fertilizer. (a) The term "pri-
mary power" shall mean power that is con-
tinuously available, and produced wholly
by water or by water supplemented by
steam. All other power produced wholly
by water shall be deemed to be "secondary
power." (b) The cost per horsepower year

1 of primary power used in the manufactureof such concentrated fertilizer shall be



deemed to be the total average cost per
horsepower year of all primary power pro-
duced by the lessee upon and by means
of the property covered by this lease during
the fiscal year. (c) The cost per kilowatt
hour of any secondary power used in the
manufacture of such concentrated fertilizer
shall be deemed to be the average cost per
kilowatt hour of all secondary power pro-
duced by the lessee upon and by means of
the property covered by this lease during
the fiscal year.
In computing the cost of primary power

there shall be included: (a) All expense of
administration and all rentals, payments,
contributions, expenses, and expenditures
of the lessee paid and/or accrued, whether
in the form of power or of cash, for main-
tenance and operation of the dams, power
houses, locks, gates, and navigation facili-

ties and/or for interest and/or amortization
upon the lessor's investment in the dams,
power houses, locks, gates, and navigation

facilities. (h) All interest, amortization,
reasonable depreciation, and other proper

fixed charges relating to that part of the
power development acquired, constructed

and/or purchased at the cost and expense

of the lessee, and used in the production

of primary power (whether or not exclu-

sively so used). (c) The cost of production

by the lessee of power by steam to supple-

ment the hydroelectric power development
In the production of primary power. (d)

The cost of maintaining auxiliary steam

power plants in stand-by condition and

costs of stand-by crews of operators therefor.

(e) The cost to the lessee of any power pur-

chased by it to supplement the hydro-
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L Biddle'  Henry Ford Air Nitrates Corporation and American Muscle Shoals Power Distributing Co., by
• Cyanamid Co. Thos. W. Martin, president; Muscle

electric power development in the produc-
tion of primary power, whether such pur-
chase be for payment of cash or for power
given by the lessee in exchange for other or
different power.

Shoals Fertilizer 04., by Louis C. Jones,
vice president.

(f) Unless otherwise provided for in, or
precluded by, specific provisions of this
lease, any expenditure made or obligation
incurred at fair current prices, for the
specific purpose of performing the acts and
things required to be performed by the
lessee in connection with the production of
such primary power under this lease, which
can be reasonably construed, as of the time
incurred, to have been necessary in con-
nection with such performance, shall be
considered items of cost.

•

In computing the cost of secondary power
there shall be included: (a) All items prop-
erly charged in the accounts of the lessee as
the cost of power and not included in the
cost of primary power, including fixed
charges relating to any part of the power
development not used as aforesaid in the
production of primary power.
No purchase of power by the lessee shall

cause an increase in the average cost per
unit of power charged against the manu-
facture of such concentrated fertilizer and
no profit shall accrue to the lessee upon any
part of the power (or upon items included



in the cost thereof) used in the manufacture

of such concentrated fertilizer, other than

the said 8 per cent upon the cost of such

concentrated fertilizer, and the lessee shall

use secondary power for the manufacture

of such concentrated fertilizer whenever

in the judgment of the lessee secondary

power is available for such purpose and its

use will reduce the cost of such concen-

trated fertilizer.
The average cost of power charged by

the lessee in each year as part of the ex-

pense of manufacture of such concentrated

fertilizer shall not exceed the average selling

price for that year charged to American

Cyanamid Co. and its subsidiary and/or

allied corporations by the lessee for power,

of the same class and kind.
There shall be included in the cost of

primary power in each fiscal year such

amounts as shall be paid for such fiscal

year by the lessee as rental by way of

interest and amortization, in accordance

with the terms of article A hereof, and not

any different amounts which may have

accrued during such fiscal year and part

of which (as provided in article A hereof)

shall have been deferred to subsequent

years; and such amounts so deferred shall

be charged against the cost of primary

power in the years when payments of such

deferred amounts are made in accordance

with the terms and provisions of article A

hereof.
(3) Each year the fair actual cost of pro-

ducing and selling such concentrated

fertilizer shall be estimated in the first

instance by the lessee for the purpose of

fixing the selling prices at which such
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concentrated fertilizer shall be offered
for sale, but shall finally be determined
annually by a reputable firm of certified
public accountants to be chosen in the
following manner: On or before the 1st
day of April of each year, the lessee shall
nominate to said farmer board three such
firms. Said farmer board shall select
one of the three so nominated, or, if no
one of the three be satisfactory to it, said
farmer board shall in turn, on or before
the 1st day of May next following, nomi-
nate to the lessee three such firms. On or
before the 1st day of June next following
such nomination one of the said three
firms shall be selected by the lessee, or,

Muscle Shoals Power Distributing Co., bl
Thos. W. Martin, president; Musa ,
Shoals Fertilizer Co., by Louis C. Jones
vice president.

If no one of said three firms be satisfactory
to it, the then Secretary of War shall
designate promptly in writing one of said
six firms and it shall act. For the fiscal
year ending June 30 next following, such
firm of certified public accountants shall
examine the books and accounts of the
lessee relating to the manufacture and
sale of such concentrated fertilizer, and
shall certify to said farmer board and to
the lessee, what was the actual cost of
such concentrated fertilizer, as hereinafter
defined, and the prices (being such cost
plus 8 per cent) at which such concentrated
fertilizer should have been sold to farmers

00



and other purchasers during such fiscal

year, but the accountants shall not cer-

tify or make public in any manner the

details of the cost of such concentrated

fertilizer. Upon receipt of the certificate

of the accountants stating the actual cost

and the prices at which such concentrated

fertilizer should have been sold, in case

any farmer or other purchaser shall have

paid to the lessee for such concentrated

fertilizer, a sum greater than such price,

the amount of such excess payment shall

be promptly refunded to said purchaser

by the lessee. Such certificate of the

accountants shall be final and conclusive

on all parties hereto, said farmer board

and purchasers of such concentrated

fertilizer, subject only to the provisions

of article N hereof.

(4) The lessee will establish on the

leased premises as a part of the group of

plants devoted to the manufacture of such

concentrated fertilizer, a laboratory for

chemical research in fields of interest to

agriculture such as the production of nitro-

gen, phosphoric acid, and potash (either

separately or in combination with other

materials) in improved concentrated forms

and will expend upon such research annu-

ally such amount, not exceeding $1 per ton

of such concentrated fertilizer produced

and sold during the preceding fiscal year

under the provisions of subdivision (1)

hereof, as shall be determined by said

farmer board, the cost and expense of such

research to be charged to and included in

the cost of such concentrated fertilizer, and

the lessee shall employ so far as reasonably

practicable such improved processes de- CSD
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L Biddec Henry Ford.. Air Nitrates Corporation and American Muscle Shoals Power Distributing Co., by
Cyanamid Co. Thos. W. Martin, president; Muscle

veloped by such research as in its judgment
will reduce the cost of such concentrated
fertilizer;

Shoals Fertilizer Co., by Louis C. Jones,
vice president.

(5) The distribution of such concentrated
fertilizer to farmers and other consumers
shall be subject to such reasonable regula-
tions as may be prescribed by said farmer
board. Such regulations shall be adopted
or revised at annual meetings of said farmer
board to take place on or before June 30
of each year, and the regulations so adopted
or revised shall take effect on the 1st day
of January next following. It shall be
entirely in the discretion of said farmer
board whether any such regulations shall
be adopted or amended in any one year.
Such regulations shall apply solely to dis-
tribution and shall not require the lessee
to extend credit to purchasers;
And (6) said farmer board shall consist of

not more than nine voting members, two
of whom (who need not be farmers) shall
be appointed by the lessee, and seven of
whom shall be appointed through nomina-
tion by the President of the United States
from lists submitted by national farm
organizations and confirmation by the
Senate. In addition to the voting members
the President shall designate a representa-
tive of the Bureau of Markets of the De-
partment of Agriculture, or its legal suo-

ext



cessor, to serve upon such board in an ad-

visory capacity but without a vote. The

voting members appointed by the lessee

shall serve at the pleasure of the lessee,

which shall appoint their successors. The

voting members nominated by the Presi-

dent and approved by the Senate shall be

chosen in the following manner: On or be-

fore the 1st day of September in the year

1926 and thereafter whenever a vacancy

occurs, the American Farm Bureau Feder-

ation, the National Grange and the Far-

mers' Educational and Cooperative Union

of America, or their successor or successors,

as leading representative farm organiza-

tions, national in fact, shall each designate

to the President of the United States, in

writing, not less than 5 nor more than

10 candidates for voting membership on

said board. The President shall nominate

to the Senate at its then existing or next

regular session a sufficient number of the

candidates so designated to fill all the

vacancies in said board, the candidates

so nominated to be selected by the Presi-

dent in such a manner, so far as he finds

practicable, as that representation shall be

given to each of the above-mentioned

organizations or their successors and that

not more than one member of the board

shall be a resident of any one State. Such

nominations shall be subject to confirma-

tion by the Senate, and if the Senate shall

not confirm a sufficient number to fill all

vacancies, the President shall make addi-

tional nominations from among candidates

designated as hereinabove provided, until

the Senate shall have confirmed a sufficient

number. If any controversy shall arise as
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L Bidder Henry Ford__ Air Nitrates Corporation and American Muscle Shoals Power Distributing Co., by
Cyanamid Co. Thos. W. Martin, president; Muscle

to the existence or successorship of any such
organization or whether it be national in
fact, it shall be determined by the Secre-
tary of Agriculture; and if one or more of
the above-mentioned farm organizations
or their successors, by reason of expiration
of charter or ceasing to function or failing
to maintain an organization, national in
fact, or for any other reason, shall decline,
fail, or neglect to make such designation of
candidates, as above provided, the Secre-
tary of Agriculture shall make such desig-
nations for the organization or organizations
so declining, failing, or neglecting to make
the same; but a failure in any one year to
make such designations shall not deprive
any of the said farm organizations or their
successors of the right and privilege to
make such designations in future years.

Shoals Fertilizer Co., by Louis C. Jones,
vice president.

On all such questions the decision of the
Secretary of Agriculture shall be in writing
and final and conclusive on all persons and
organizations. The terms of office of the
members of the said board first appointed
shall commence on the 1st day of January,
1927. Two of the seven members first ap-
pointed on the nomination of the President
shall be designated by him to serve for a
period of two years, two for a period of
four years, and three for a period of six
years; and their successors shall serve for



IX. Provisions for national defense Sim 18. Whenever, in the national de-
fense, the United States shall require all or
any part of the operating facilities at nitrate
plant No. 2 for the production of materials
necessary in the T aufacture of explosives
or other war materials, then the United
States shall have the immediate right,
upon five days' notice to the company, to
take over and operate the same, and the
company will supply the United States
with hydroelectric power necessary for such
operations, together with the use of all
patented processes which the United States
may need which the company owns or has
the right to use. When required for na-
tional defense any of the company's per-
sonnel and operating organization neces-
sary for operating any part of nitrate plant
No. 2 in the manufacture of materials for
explosives, or other war materials, shall be
at the disposal of the United States. For

six-year terms. The members of the said
board shall receive a compensation to be
fixed by the Secretary of Agriculture, and
shall be reimbursed for their actual and
necessary expenses in attending to the
business of the board, such compensation
and expenses, and all actual necessary ex-
penses of the board itself, to be paid by the
lessee and charged to the cost of producing
such concentrated fertilizer. The said
board shall appoint and employ a perma-
nent secretary and such other employees
as it shall deem necessary to serve at its
pleasure, and shall fix the compensation of
such secretary and employees to be paid
in like manner by the lessee and charged
in like manner to the cost of production of
such concentrated fertilizer.
E. In order to secure the purposes of the

lessor as respects national defense the lessee
covenants and agrees:
(1) To maintain during the term of this

lease said United States nitrate plant No. 2
in at least the equivalent of the condition
(except that the lessee may remove lime-
stone from said Waco quarry upon pay-
ment of the royalty as hereinabove pro-
vided) in which it shall be turned over to
the lessee at the commencement of the
lease term in respect of effective capacity
for manufacture of ammonium nitrate
available in suitable buildings until such
time as the Congress of the United States
shall declare that such maintenance is no
longer deemed necessary in the interest of
national defense.
(2) To maintain during the term of

this lease the buildings of said United
States nitrate plant No. 1 in the condition

The fertilizer company will agree to oper-
ate or maintain nitrate plant No. 2 during
the term of the lease in its present state of
readiness, or its equivalent in respect of
capacity for the manufacture of materials
necessary in time of war for the production
of explosives, reasonable wear and tear,
accidents, explosions, and acts of God ex-
cepted, such obligation as to operation or
maintenance to cease when in the judgment
of Congress other plants are erected which
have equivalent nitrogen capacity and
which render the further maintenance of
said plant unnecessary. Any change,.
alteration or modification of plant No. 2
shall be subject to the approval of the
Secretary of War.
The United States shall have the right on

five days' written notice to the fertilizer
company to take over and operate in whole
or in part all of the plants, properties, facili- C-Ti
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the facilities and services aforesaid the
United States shall protect the company
from losses occasioned by such use and shall
return the said property in as good condi-
tion as when received and reasonably com-
pensate the company for the use thereof.
All duly authorized agents and representa-
tives of the United States shall have free
access at all reasonable times to inspect and
study all of the operations, chemical proc-
esses, and methods employed by the com-
pany at nitrate plant No. 2, provided that
such agents and representatives shall not
use the information and the facts concern-
ing any of the company's operations, ex-
cept for the benefit and protection of the
United States.
(b) To maintain nitrate plant No. 2 in

its present state of readiness or its equiva-
lent for immediate operation in the manu-
facture of materials necessary in time of war
for the production of explosives.

Air Nitrates Corporation and American
Cyanamid Co.

(ordinary and reasonable wear and tear
and damage by force majeure excepted) in
which they shall be turned over to the
lessee at the commencement of the lease
term, but the lessee shall have the right
during the lease term to alter and remodel
such buildings and to remove, remodel,
substitute and alter the machinery and
equipment contained therein.
(3) To surrender, whenever war exists, or

in the judgment of the President of the
United States it is imminent and the needs
of national defense require, the leased prop-
erties, in whole or in part, to the lessor upon
its demand for its war uses during the pe-
riod of such emergency upon such just and
reasonable compensation to the lessee by
way of suspension of payments or obliga-
tions hereunder and/or otherwise, as may,
subject to the provisions of article N hereof,
be fixed and determined by the Secretary of
War; the leased properties to be returned to
the lessee upon the termination of the war
in at least the equivalent of their condition
when so surrendered: Provided, That the
lessee shall in no way be responsible for any
loss, deterioration, damage, or injury of or
to person or property, whether or not re-
sulting in death, occurring during or by rea-
son of such possession and/or use of the
leased properties during the period of such

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

ties, and rights of the fertilizer company
under this lease, together with the person-
nel and operating organization of the ferti-
lizer company on just terms, such terms to
be within the spirit of this entire contract,
to be fixed by the Secretary of War, subject
to review by the courts, for the manufacture
of materials necessary for the production of
explosives, if and whenever the safety of the
United States demands. During such pe-
riod the obligations of the fertilizer com-
pany under this lease shall be suspended or
modified proportionately, and at the termi-
nation thereof the leased premises shall be
returned to the fertilizer company in like
condition as when surrendered, ordinary
wear and tear excepted.
In the interest of national defense, the

production of nitrates and other materials
essential in times of war and to provide
power for the production of fertilizer, the
power company will operate or cause to be
operated the power plants leased in a man-
ner to secure the greatest efficiency and
maximum power output through intercon-
nection with auxiliary storage, steam re-
serve, and other power plants operated by
Interconnected power companies; will de-
liver to the fertilizer company or to the
United States in the event such power is re-
quired for national defense, at Dam Nos 2,



X. Provisions for the equitable distribu-
tion of surplus power.

None 

surrender; and (3) at all times after the

third year of the lease term, to the end that

operation in case of war shall be under the

direction of a trained force, to retain in its

employ at least one superintendent and one

or more foremen of each manufacturing de-

partment of said United States nitrate

plant No. 2, for fixation of atmospheric ni-

trogen or employ substitutes therefor, until

such time as the Secretary of War shall cer-

tify in writing that continued maintenance

of such force is not deemed necessary in the

interest of national defense.

G. The lessee covenants and agrees that

the electric power obtained by it from said

demised premises to the extent that said

power is not required for such production

of said concentrated fertilizer and/or such

operation of said locks and/or is not used by

the lessee or said American Cyanamid Co.

and/or a subsidiary corporation of either of

said corporations in local industry at or

near Muscle Shoals, will be disposed of by

the lessee for use in local industry at or near

Muscle Shoals and/or for the purpose of

distribution (subject to the applicable State

and Federal laws) in Alabama and other

or at the steam plant, from the power plants

leased hereunder, three-phase, alternating-

current, 60-cycle power required for the

production of nitrogen and other fertilizer

ingredients by it for such periods at such

reasonable voltage and in such amounts as

may be desired, the quantity of power to be

delivered not to exceed the total output of

the leased plants; and all contracts or agree-

ments between the power company and

others for the sale of power from the leased

plants shall contain a proviso that said

power may be withdrawn on reasonable no-

tice at any time during the lease period if

and when said power is needed for the man-

ufacture of fertilizer.
Whenever the safety of the United States

demands, the United States shall have the

right, in accordance with the Federal water

power act, to take over and operate the

prljects covered by the lease to the power

company for any purpose involving the

safety of the United States for such length

of time as may appear to the President

necessary for such purposes.

Tennessee Electric Power Co., Chatta-

nooga, Tenn.; Memphis Power dr Light

Co., Memphis, Tenn.; Mississippi Power

Co., Gulfport, Miss.; Mississippi Power

dr Light Co., Jackson, Miss.; Mississippi

Delta Power dr Light Co., Greenville,

Miss.; Alabama Power Co., Birmingham,

Ala.; Gulf Power Co., Pensacola, Fla.;

Kentucky Utilities Co., Louisville, Ky.;

Gulf Electric Co., Mobile, Ala.; Georgia

Railway dr Power Co., Atlanta, Ga.;

Louisiana Power dr Light Co., Monroe,

La.; Arkansas Light Sr Power Co., Pine

Bluff, Ark.; and New Orleans Public Serv-
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I. Bidder  Henry Ford Air Nitrates Corporation and American
Cyanamid Co.

States to which such electric power may
reasonably be transmitted.

Muscle Shoals Power Distributing Co., by
Thos. W. Martin, president; Muscle
Shoals Fertilizer Co., by Louis C. Jones,
vice president.

ice (Inc.), New Orleans, La., have caused
to be organized Muscle Shoals Fertilizei
Co., hereinafter called the fertilizer 

cornpany, and Muscle Shoals Power Distribut-
ing Co., hereinafter called the power com-
pany, for the purpose of making this pro-
posal to lease the nitrate properties of the
United States at Muscle Shoals, Ala., and
to operate thereon plants for the production
of nitrogen and other fertilizer ingredients;
and to lease and operate the electric power
generating plants of the United States at
Muscle Shoals, to provide power at Muscle
Shoals for such use as the Government may
from time to time require for national de-
fense and as may be required for the pro-
duction of fertilizer, and to sell surplus
power from said power plants to the public
through power-distributing companies un-
der regulation of the duly constituted
public authorities in such a manner that
the surplus power shall be equitably dis-
tributed between the communities and
States to which it may be properly trans-
ported. In the interest of national defense,
the production of nitrates and other ma-
terials essential in times of war and to pro-
vide power for the production of fertilizer,
the power company will operate or cause to
be operated the power plants leased in a
manner to secure the greatest efficiency



and maximum power output through inter-
connection with auxiliary storage, steam
reserve, and other power plants operated
by interconnected power companies;
The power company will abide by such
reasonable regulation of the service to be
rendered to customers or consumers of
power, and of the rates and charges in
payment therefor, as may from time to
time be prescribed by any duly consti-
tuted agency of the State in which the
service is rendered or the rate charged
and in case of development, transmission,
distribution, sale, or use of power in pub-
lic service by the power company or its
customers engaged in public service
within a State which has not authorized
and empowered a commission or other
agency or agencies within said State to
regulate and control the service to be ren-
dered by the power company, or by its
customers engaged in public service, or
the rates of payment therefor, or the
amount or character of securities to be is-
sued by any of said parties, the power
company agrees that as a condition of
this lease, jurisdiction be conferred upon
the Federal Power Commission, upon
complaint of any person aggrieved or
upon its own initiative, to exercise such
regulation and control until such time as
the State shall have provided a commis-
sion or other authority for such regulation
and control, provided that the jurisdic-
tion of the Federal Power Commission
shall cease and determine as to each spe-
cific matter of regulation and control pre-
scribed in this section as soon as the State
shall. have provided a commission or
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L Bidder Henry Ford Air Nitrates Corporation and American Muscle Shoals Power Distributing Co., by
Cyanamid Co. Thos. W. Martin, president; Muscle

Shoals Fertilizer Co., by Louis C. Jones,
vice president.

other authority for the regulation and
control of that specific matter.

The power company also agrees that when
said power or any part thereof shall enter
into interstate or foreign commerce the
rates charged and the service rendered by
the power company or by any subsidiary
corporation, the stock of which is owned
or controlled directly or indirectly by the
power company, or by any person, cor-
poration, or association purchasing power
from the power company for sale and dis-
tribution or use in public service, shall be
reasonable, nondiscriminatory, and just
to the customer; and whenever any of the
States directly concerned have not pro-
vided a commission or other authority to
enforce the requirements of this section
within such State or to regulate and con-
trol the amount and character of securi-
ties to be issued by any of such parties,
or such States are unable to agree through
their properly constituted authorities on
the services to be rendered or on the rates
or charges of payment therefor, or on the
amount or character of securities to be
issued by any of said parties, that juris-
diction be conferred upon the Federal
Power Commission; upon complaint of
any person aggrieved, upon the request
of any State ennearned. or !non its own

00



Initiative, to enforce the provisions of this

section, to regulate and control so much

of the services rendered, and of the rates

and charges of payment therefor as con-

stitute interstate or foreign commerce

and to regulate the issuance of securities

by the parties included within this sec-

tion, and securities issued by the lessee

subject to such regulations shall be al-

lowed only for the bona fide purpose of

financing and conducting the business of

the lessees.

c.7-1
tc,
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Your committee recommends that the last proposal by the Muscle
Shoals Power Distributing Co. and the Muscle Shoals Fertilizer Co.
be accepted and submits a proposed bill herewith and recommends
its passage. In the judgment of the majority of your committee,
the latter bid is the best bid submitted to it and in support of its
recommendation, your committee submits the following:

I. NATIONAL DEFENSE

National defense is adequately served by this offer. The present
plant or its equivalent in respect to capacity is to be maintained
(until released by Congress) in its present state of readiness for the
manufacture of explosives, the premises and personnel may be taken
over by the United States whenever necessary in the interest of
national defense, and a maximum amount of power is rendered
available from the interconnected system for war industries.
(a) The offer provides that the lessee of the nitrate properties shall

construa and have ready for operation within six years synthetic
ammonia plants to a capacity of 20,000 tons of fixed nitrogen. The
first 10,000-ton unit of fixed nitrogen will be put in operation within
three years and the second 10,000-ton unit within three years there-
after.
After the above plants of 20,000 tons capacity for the fixation of

nitrogen shall have been operated to full capacity for two successive
years, then the lessee will in response to market demand construct an
additional unit of 10,000 tons; likewise when the plants of 30,000
tons capacity above provided for have operated to full capacity for
two consecutive years, then the lessee will in response to market
demand construct an additional unit of 10,000 tons, making in total,
plants capable of fixing 40,000 tons annually.

Provision is made for expansion beyond 40,000 tons of fixed
nitrogen per annum on request of the farmer's board when in the
judgment of the board of directors of the lessee company it is reason-
ably necessary to meet market demands.
(b) The lessee company agrees to operate and maintain nitrate

plant No. 2 during the term of the lease in its present state of readi-
ness, or its equivalent in respect of capacity for the manufacture of
materials necessary in time of war for the production of explosives,
such obligation as to operation or maintenance to cease when in the
judgment of Congress other plants are erected which have equivalent
'nitrogen capacity and which render the further maintenance of said
plant unnecessary.

(c) The United States has the right to take over and operate the
leased premises whenever necessary in the interest of national
defense, and such of the expert and other personnel as may be neces-
sary shall be at the disposal of the United States.

(cl) The production of fixed nitrogen for use in war is well provided
for by the proposal.
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(e) Electric power was one of the great necessities in the World
War and the lack of interconnection of operating power companies
prevented the maximum utilization of their installed generating
capacity in the manufacture of munitions and materials vital to our
war effort. Electric power will be in the next great emergency even
of higher importance than in the past. The associated power com-
panies, who make this offer, operate in an interconnected system
stretching from the North Carolina-Virginia line to Mississippi and
from north of the Cumberland River to the Gulf of Mexico.
They agree, in the national defense, to operate- or cause to be

operated the power plants leased in a manner to secure the greatest
efficiency and maximum power output through interconnection with
auxiliary storage, steam reserve, and other power plants operated by
interconnected power companies. This provision guarantees that a
maximum of power not needed for the manufacture of fertilizer will
be distributed to industry and agriculture throughout the South-
eastern States in time of peace and that in time of war a maximum
amount of power will be available for war industries.
(f) The proposal further provides that whenever the safety of the

United States demands, the United States shall have the right, in
accordance with the Federal water power act, to take over and operate
the power projects covered by the lease for any purpose involving
the safety of the United States, for such length of time as may appear
to the President necessary for such purpose.
Two essentials of national defense, in the interest of which the con-

struction of this plant was originally undertaken, namely, the pro-
duction of fixed nitrogen and electric power widely distributed for
war industry, are well provided for in this offer.

II. BENEFITS TO AGRICULTURE

Agriculture is served by a definite program of fertilizer production
up to and beyond the present capacity of the plant. Operation is
primarily for the production of nitrates with rigid limitations on
profit and strong guarantees of performance.
(a) The Fertilizer Co. agrees to produce annually 40,000 tons

of nitrogen in the form of concentrated fertilizer, by means of syn-
thetic ammonia and phosphoric acid plants, as follows: Within three
years, 10,000 tons annually of fixed nitrogen; within the succeeding
three years, additional 10,000 tons annually of nitrogen—total,
20,000 tons annually; thereafter, in succession, two additional
units of 10,000 tons each annually, dependent on the sale for two con-
secutive years of such amount stipulated up to that time. Pro-
duction beyond 40,000 tons annually is provided for but not guar-
anteed.
(b) A capital of $20,000,000 is provided by the bidder for this

program of fertilizer production.
(c) The company agrees to limit its profits on fertilizer to 8 per

cent on cost, cost to include 6 per cent interest on invested capital,
7M per cent annual depreciation on the plants erected by the com-
pany, and cost of power at the actual cost to the power company.
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(d) A farmer board of five members appointed and removed by
the Secretary of Agriculture is provided for, three to be members of
farmer organizations and to be actually engaged in farming, one
representative of the Department of Agriculture, and one nominee
of the fertilizer company. The duties of this board shall be to
regulate, subject to the approval of the Secretary of Agriculture,
the sale and territorial distribution of fertilizer products, to pro-
vide an audit of the cost of fertilizer, to advise with the company as
to price to be charged for fertilizer within the specified limits of
profit and with respect to production necessary to meet the market
demands.

(e) The board is assured access to the books and records of the
company, thereby making possible a critical analysis by the farm
board of all items of cost of fertilizer.
(f) The fertilizer company agrees to offer fertilizer for sale to

farmers, cooperative purchasing organizations of farmers, associa-
tions of farmers, and to others as the farm board may direct.

(g) It further agrees to establish a research bureau and laboratory
for the study of processes of producing fertilizer materials and to
cooperate with State and Federal agencies; from time to time to im-
prove its processes of operation and to dedicate to public use any
patents granted pertaining to the production of fertilizer ingredients.
(h) The fertilizer company shall have the preferred use of all power

from the leased power plants of the Government at Muscle Shoals
for the production of nitrogen and other fertilizer ingredients, and all
surplus power shall be sold with such reservations as will allow its
gradual withdrawal and application to fertilizer manufacture.

GUARANTEES

The inducements and guaranties of performance which your com-
mittee believes will stimulate and insure a maximum of effort on the
part of the fertilizer company to produce fertilizers continuously as
specified are the following:
(1) There may be a reduction at the option of the United States of

power rentals by 5 per cent in each year following any year in which
the company shall have sold fertilizer according to the established
schedule—with additional inducement of 5 per cent or more at the
option of the Secretaries of War and Agriculture for production
beyond 40,000 tons.
(2) The capital investment of the company in fertilizer plants,

power equipment, and transmission lines to the amount of $60,000,000
which would cease to bring return in the event of failure to produce
fertilizer continuously.
(3) The agreement of the Power Distributing Co. to surrender their

power lease in the event of forfeit in the fertilizer contract.
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III. MONETARY RETURN TO THE UNITED STATES

63

In addition to insuring an economic program of nitrate and fer-
tilizer production the bid provides the largest monetary return to the
United States of any of the bids considered. First, with the prop-
erties as they now stand without further expenditure by the United
States; secondly, they provide larger financial returns for increased
power at these properties due to upstream developments regardless
of whether these latter are made by the United States or by other
interests.

(A) RETURN ON PROPERTIES, AS THEY STAND

On the properties as they stand to-day with no further investment
by the United States other than those contemplated under unex-
pended balances of existing appropriations, the properties will return
to the United States in the lease period—namely 50 years—

(a)
(b)

From rentals on Dam No. 2 
From rentals on additional units in Dam No. 2 to be installed

$83,800,000

(c)
at expense of lessee 

Maintenance of Dam No. 2 an indeterminate amount—
4,500,000

Total 88,300,000

(B) RETURN PROVIDED UNITED STATES BUILDS DAM NO. 3

On the properties completed to the extent of existing appropria-
tions, if additional capital is invested by the United States in con-
structing Dam No. 3 and in installing additional generating trans-
former and switching equipment in the power plants at Dams No. 2
and 3, and the steam plant at nitrate plant No. 2, the return to the
United States in the lease period will be:

(a) Rental on Dam No. 2 
(b) Rental on Dam No. 3 

$83,
 52,

800, 000
400, MO

(c) Interest on additional equipment 
(d) Maintenance of Dams Nos. 2 and 3, an indeterminate amount.

12,608,000

Total 
From this should be deducted the additional capital investment by

the United States made up of the following estimated costs:
Dam No. 3  $32, 500, 000
Additional equipment—

Dam No. 2  4, 600, 000
Dam No. 3  1, 360, 000

, Steam plant  1, 000, 000

148,808,000

Total additional capital investment 39,460,000

Net return to United States 109,348,000
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(C) RETURN IN EVENT HEADWATER STORAGE IS DEVELOPED

An additional payment is assured to the United States in event
headwater storage is developed. The lessee will pay $20 per horse-
power year for each additional horsepower of primary horsepower in
excess of the present 80,000 horsepower, created at Dam No. 2 by
headwater storage, not to exceed $1,200,000 per year, and in excess
of 40,000 horsepower created at Dam No. 3 by headwater storage,
not to exceed $600,000 per year.
It is estimated that the proposed Cove Creek Dam or other equiv-

alent headwater storage will increase the primary horsepower at
Dam No. 2 to 150,000 horse-Dower and at Dam No. 3 to 65,000 horse-
power. Therefore should flais construction be completed within 10
years of effective date of lease, the net additional returns above (para-
graph (a)) would be increased by $48,000,000, making the total return
to the United States $136,300,000.

Similarly the net return given under the second condition above
(paragraph (b)) would be increased by $72,000,000, making the total
return to the United States $181,348,000.
The above figures represent the actual proceeds to the United States

should Cove Creek or other equivalent headwater storage be con-
structed by parties other than the United States.

If Cove Creek Dam or other equivalent headwater storage is built
by the United States

' 
these two total returns immediately preceding

should be decreased by some proportion of the cost of such dams.
Neither the proportion nor the cost of securing this storage can be
accurately estimated at this time.

IV. EQUITABLE DISTRIBUTION OF POWER NOT USED IN PRODUCTION
OF NITRATES FOR NATIONAL DEFENSE AND FERTILIZER

This bid provides means for an equitable distribution over a wide
area of the surplus power not required in production of nitrates for
national defense and. fertilizer.
(a) The public power companies associated together in the creation

of the Muscle Shoals Power Distributing Co., which under this bill
is to be the lessee of the Muscle Shoals properties_, are now severally
roducing and distributing electric power in the States of Alabama,

Mississippi, Louisiana, Arkansas, Kentucky, Tennessee, Georgia, and
Florida, and through interconnections, in North and in South Caro-
lina.

(b) The declared intention of the lessee company is to connept up
the Muscle Shoals power plants with auxiliary storage, steam reserve,
and other electric power plants elsewhere in the electric system and
to operate the interconnected system so as to secure the maximum
power output and lowest cost of power production and to sell the
surplus power to the public through the interconnected systems of
the power distributing companies under regulation of duly consti-
tuted public authorities, and in such a manner that it will be equitably
distributed between the communities and States to which it may be
properly transported.
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In those cases, where the States do not have an authorized regula-
tory body for regulation and control of electric service and rates, the
Federal Power Commission will exercise this authority, until such
time as the State may establish regulation.

(c) Your committee believes that once the interests of national
defense and fertilizer production have been assured, as your committee.
believes them to be assured in this bill, the benefits of the Muscle
Shoals can in no other manner be distributed so widely and so fairly
as through an interconnected electric system which should insure,
that the benefits of increased stream flow due to rainfall on one water-
shed may be transported or relayed to communities of another water-
shed where stream flow may for the time being be deficient and which
will similarly call into play large reserve steam plants when stream,
flow is generally deficient.
Under these leases every unit of power produced at Muscle Shoals

will be utilized either in the manufacture of fertilizer for the benefit
of agriculture or in regional distribution under public regulation, for
the benefit of the public in domestic, industrial and farm use. None
of the power will be retained for any private purpose whatever.
(d) Your committee is also of the opinion that through the greater

and more diversified market available through such interconnection
there will result a lower cost of power at Muscle Shoals than if
Muscle Shoals were operated as an isolated unit thereby effecting a
probable reduction in cost of power going into manufacture of
fertilizer.

V. GUARANTIES OF PERFORMANCE OF THE NITRATE PROGRAM

The bidder furnishes guaranties to safeguard the production of
nitrogen and other fertilizer ingredients. Default in this particular
will involve not only loss of returns on the large capital investment
of the bidder in the fertilizer enterprise but also upon an almost
equally large investment in transmission lines and other power
equipment. On the other hand, progressive expansion of fertilizer
production is made financially remunerative to the company with
proportionate reduction of fertilizer cost to the farmer:
(a) The company will provide $20,000,000 as needed for the con-

struction and operation of the fertilizer plants and facilities. It is
estimated that the construction of the first two units, which are

. to be ready for operation within six years, will cost the power com-
panies about $7,000,000.
(b) To distribute the surplus power not needed for the manu-

facture of fertilizer they will have to make heavy investments in
new transmission lines to such industrial centers as Nashville and
Memphis and to other cities and towns in western Tennessee, in
Mississippi, and portions of Louisiana.
(c) They agree that if the fertilizer company is determined to be

in default in the provisions of its lease and such default continues for
six months thereafter, default by the fertilizer company shall, at the
option of the United States, as declared by the Secretary of War, be
held to be a default of the power company under its lease.
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VI. ADDITIONAL EXPENDITURES REQUIRED BY THE UNITED STATES 

Thebid recommended has an advantage in that it does not require
additional appropriations by the United States involving the further
expenditure of large sums of money on the Muscle Shoals property.
The bid provides conditions covering returns to the United States in
event Dam No. 3 is at any time constructed by the Government,
but the Government is not committed to the construction of this
dam as a condition of the lease.

Further, the United States is not required to issue licenses for
other dam sites upstream to the bidder as a condition of the lease.

This bid can be accepted, therefore, without further expenditures
of Government money or any extension of considerations by the
United States in the way of licenses for other dam locations.
For the foregoing reasons, in the judgment of the majority mem-

bers of your committee the proposal recommended provides greater
benefits to the Government and to agriculture than those set forth
in H. R. 518 of the Sixty-eighth Congress, first session, and the
lease proposed, in the judgment of the majority of the committee,
provides the necessary guaranties for the production of the amount
of fixed nitrogen required by the joint resolution.

CHARLES S. DENEEN, Chairman.
FREDERIC M. SACKETT,
JOHN M. MORIN,
PERCY E. QuIN.

APRIL 26, 1926.



EXHIBIT A

!House Concurrent Resolution 4, Sixty-ninth Congress. first gcssical

Resolved by the House of Representatives (the Senate concurring), That a
joint committee, to be known as the Joint Committee on Muscle Shoals, is
hereby established to be composed of three members to be appointed by the
President of the Senate from the Committee on Agriculture and Forestry and
three members to be appointed by the Speaker of the House of Representatives
from the Committee on Military Affairs.
The committee is authorized and directed to conduct negotiations for a lease

or leases (but no lease or leases shall be recommended which do not guarantee
and safeguard the production of nitrates and other fertilizer ingredients
mixed or unmixed primarily as hereinafter provided) of the nitrate and power
properties of the United States at Muscle Shoals, Alabama, including the
quarry properties at Waco, Alabama, for the production of nitrates primarily
and incidentally for power purposes, such power to be equitably distributed
between the communities and States to which it may be properly transported,
In order to serve national defense, agriculture, and industrial purposes, and
upon terms which so far as possible shall provide benefits to the Government
and to agriculture equal to or greater than those set forth in H. R. 518, Six-
ty-eighth Congress, first session, except that the lease or leases shall be for a
period not to exceed fifty years.

Said committee shall have leave to report its findings and recommendations,
together with a bill or joint resolution for the purpose of carrying them into
,effect, which bill or joint resolution shall, in the House, have the status that
is provided for measures enumerated in clause 56 of rule XI: Provided,
That the committee shall report to Congress not later than April 26, 1926:
And Provided further, That the committee in making its report shall file
for the information of the Senate and the House of Representatives, I true
copy of all proposals submitted to it in the conduct of such negotiations
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EXHIBIT B

Allied Chemical & Dye Co., 61 Broadway, New York City.
Alabama Power Co., Birmingham, Ala.
AluMinum Co. of America, Pittsburgh, Pa.
American Car & Foundry Co., 165 Broadway, New York City.
American Cyanamide Co., New York City.
Anaconda Copper Mining Co., 25 Broadway, New York City.
Associated Gas & Electric Co., 61 Broadway, New York City.
Byllesby & Co., 231 South La Salle Street, Chicago, Ill.
Carborundum Co., The, Niagara Falls, N. Y.
Castleberry, F. E., Washington Hotel, Shreveport, La.
Clark & Co., E. W., 321 Chestnut Street, Philadelphia, Pa.
Commonwealth Edison Co., 72 West Adams Street, Chicago, Ill.
Cooper, Joseph F., Sewanee, Tenn.
Du Pont De Nemours & Co. (Inc.), Wilmington, Del.
Economy Power & Light Co., Joliet, Ill.
Electric Power & Light Corporation, 2 Rector Street, New York City.
Ford, Henry, Detroit, Mich.
General Electric Co., 120 Broadway, New York City.
General Motors Corporation, Detroit, Mich.
General Gas & Electric Corporation, 50 Pine Street, New York City.
Georgia Light & Power Co., Atlanta, Ga.
Goodyear Tire & Rubber Co., Akron, Ohio.
Graff, C. E., American Nitrogen Products Co., Seattle, Wash.
Harris Forbes & Co., 56 William Street, New York City.
Hepburn. Frederick T., New York City.
Hooker, Elon H., New York City.
International Harvester Co., 606 South Michigan Avenue, Chicago, Ill.International Nickle Co., 67 Wall Street, New York City.
International Paper Co., 100 Ea.it Forty-second Street, New York City.Kentucky Public Utilities Co., Louisville, Ky.
Levering, James H., Washington, D. C.
Middle West Utilities Co., 72 West Adams Street, Chicago, Ill.
National Lead Co., 111 Broadway, New York City.
Newell & Co., H. B., 155 North Clark Street, Chicago, Ill.
North American Co., 60 Broadway, New York City.
Pierce, H. J., president, Hydroelectric Co., 71 Broadway, New York City.Pittsburgh Plate Glass Co.. Frick Building, Pittsburgh, Pa.Public Service Co., 72 West Adams Street, Chicago, Ill.
Ready, M. J., care of United States Title Guaranty Co., Miami, Fla.Swann, Theodore, president, Federal Phosphorus Co., Birmingham, Ala.Southern Power Co., Charlottle, N. C.
Standard Gas & Electric Co., 231 South LaSalle Street, Chicago, Ill.Stone & Webster, 147 Milk Street, Boston, Mass.
Smith, Lloyd H., 26 Lark Street, Battle Creek, Mich.
Tennessee Electric Power Co., 14 Wall Street, New York City.Tennessee Coal, Iron & Railroad Co., Birmingham, Ala.
United States Steel Corporation, Empire Building, New York City.Union Carbide Co., New York City.
Westinghouse Church Kerr & Co. (Inc.), 37 Wall Street, New York City.Westinghouse Electric & Manufacturing Co., 165 Broadway, New York City.Western Electrtc Co., 500 South Clinton Street, Chicago, Ill.Wegner, F. S., 4003 Brooklyn Avenue, Detroit, Mich.
White & Co., J. G., 43 Exchange Place, New York City.
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EXHIBIT C

PROPOSAL RELATING TO MUSCLE SHOALS SUBMITTED BY AIR NITRATES CORPORA-
TION AND AMERICAN CYANAMID CO., APRIL 9, 1926

NEW YORli CITY, April 9, 1926.
To the Joint Committee of the Senate and Rouse of Representatives appointed'
pursuant to House Concurrent Resolution 4 to conduet negotiations for
lease of the nitrate and power properties of the United States at Muscle
Shoals:
GENTLEMEN: In dealing with the Government's properties at Muscle Shoals,

Congress has, as we understand it, indicated the following purposes and con-
ditions:

I. First and foremost, maintenance of the large nitra+e plant at Muscle
Shoals for the manufacture of ammonium nitrate in the emergency of war..
Such a program seems to demand—
(1) An organization fully qualified and at all times ready to operate the.

plant for the production of ammonium nitrate;
(2) Such peace-time operation of the plant as will insure at Muscle

Shoals the fixation of atmospheric nitrogen by efficient methods; and
(3) Retention by the Government of its ownership of this great military

resource while at the same time obtaining through lease to responsible'
parties the economies and advantages of private operation.

II. Production of fertilizer for the benefit of American farmers. In order
to meet this requirement, we believe that Congress has in mind, in conformity
with the views of leading agricultural experts and advisers, the production of
a material—
(1) With the following qualifies:
(a) High percentage of plant food in order that it may be shipped long

distances at a low cost per unit of plant food, and thus extend its benefits
to farmers in districts remote from the nitrate plant;
(b) Suitable, without further processing, for direct application to the soilr

for feeding throug'h a drill, and for mixing with practically every fertilizer
material available to farmers;
(c) Not readily taking up moisture from the air so as to cause caking; and
(d) Having no chemical properties which prevent its safe shipment and

storage in bags.
(2) To be marketed at not exceeding its fair actual annual cost plus 8

per cent thereof.
(3) To be distributed so that its benefits shall reach the ultimate consumer.
(4) To be produced and marketed under such conditions as will enable

and encourage the manufacturer to—
( a) Engage in research for the discovery and perfection of new processes

to improve the quality and cheapen the cost of fertilizer; and
(b) Add to, improve, and rebuild the nitrate plants from time to time so,

that these plants shall not become noncompetitive through obsolescence or
failure to take advantage of new inventions and developments in the art of
atmospheric nitrogen fixation.

III. Equitable distribution of surplus power after the requirements of
national defense and fertilizer manufacture have been met.
IV. Reasonable return upon the moneys which the Government has ex-

pended upon the hydroelectric power development at Muscle Shoals. and
upon any other developments which Congress may see fit to authorize in
connection therewith. •
V. Lease for a period not to exceed 50 years.
Air Nitrates Corporation, as subsidiary of American Cyanamid Co., de-

signed and built the large nitrate plant at Muscle Shoals. American Cyanamid
Co. has had the only experience in the Western Hemisphere in operating
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the processes for which this plant was designed. Since commencing com-
mercial operation in the year 1909 this latter company has built up the
cyanamid industry steadily, until at the present time the company's pro-
duction is at the rate of more than 28,000 tons of fixed nitrogen per year.
American Cyanamid Co. has invested large sums of money in the patents

and processes for the use of which the large nitrate plant at Muscle Shoals
was designed and built. That company also owns patents relating to the
manufacture of a highly concentrated fertilizer which we call Ammo-Phos.
Ammo-Phos contains from 57 ,to 61 per cent of available plant food in the

form of 12 to 13 per cent ammonia (nitrogen) and 45 to 48 per cent phosphoric
acid. It can safely be mixed with any form of potash and with other materials
used by American farmers for fertilizer. Even before we undertook to design
and build the plant at Muscle Shoals for the Government, American Cyanamid
Co. had produced Ammo-Phos in substantial quantities though at a high cost.
For some years investigations and experiments have been devoted to reducing
the cost of this material, its excellent qualities as a fertilizer having already
been fully established. Substantial reductions in cost have been achieved.
Ammo-Phos is now being produced by American Cyanamid Co. at the rate of
30,000 tons per year, and has an established market in Japan, Philippine Islands,
Java, Sumatra, continental countries of Asia, in agricultural districts border-
ing on the Mediterranean Sea, and in other countries. Thus the use for this
material is not limited by climate, soil, or crop, but its market has naturally
first been found in those countries which are large and long distance
importers of nitrogen and phosphoric acid and which, therefore, see in this
highly concentrated fertilizer the largest possible saving in freight.
We are prepared to produce Ammo-Phos and/or other nitrogenous concen-

trated fertilizers at Muscle Shoals in accordance with the following plan which
we offer for the consideration of your committee:

Air Nitrates Corporation will amend its charter and increase its capitaliza-
tion to $50,000,000. Cash funds necessary to carry out this offer will be
provided, as required. American Cyanamid Co. will guarantee the perform-
ance of all financial obligations of Air Nitrates Corporation, which will con-
tinue to be controlled by American citizens or by another corporation itself
so controlled.

II

Air Nitrates Corporation will lease from the United States for a period of 50
years the following properties:
(1) Dam No. 2 with its lands, water rights, power house, and appurtenances

exclusive of locks and navigation facilities and housing for lock operators.
(2) United States nitrate plant No. 1, including its lands steam power plant,

and housing.
(3) United States nitrate plant No. 2, including its lands, steam power

plant, housing, and the Waco limestone quarry.
(4) Dam No. 3 with its lands, water rights, power house with 250,000 horse-

power generating equipment installed, a suitable tie line connecting it with
Dam No. 2, together with all appurtenances, but exclusive of locks and naviga-
tion facilities and housing for lock operators; the lease of dam No. 3 to com-
mence when construction thereof is completed by the' United States (such com-
pletion to be not later than eight years from the date of the lease of Dam No.
2) and to expire concurrently with the lease of Dam No. 2.
The lease will not be assignable except with the consent of the United States.
It will be understood and agreed that the United States will not itself, or by

permit or license authorize or empower any third party to, construct, operate,
or maintain any dams on the Tennessee River or its tributaries in such manner
as will impair or detract from the use by the company of the leased properties.

III

In order to secure the purposes of Congress in regard to national defense,
we will—
(1) Maintain United States nitrate plant No. 2 in at least the equivalent of

the condition in which it shall be turned over to the company at the commence-
ment of the lease in respect to effective capacity for manufacture of ammonium
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nitrate, until at such time as the Secretary of War shall certify that such
maintenance is no longer deemed necessary in the interest of national defense.
(2) Maintain the buildings of United States nitrate plant No. 1 in the condi-

tion in which they shall be turned over to the company, reasonable wear and
tear excepted, but during the lease term we shall have the privilege to alter and
remodel such buildings, and to remove, remodel, and substitute for, the machin-
ery contained therein.
(3) Keep in our employ at least one superintendent and one or more foremen

of each manufacturing department of United States nitrate plant No. 2 for the
fixation of atmospheric nitrogen, or employ substitutes therefor, until such time
as the Secretary of War shall certify that continued maintenance of such force
is no longer deemed necessary in the interest of national defense.
(4) Surrender the leased properties to the United States for its war uses at

any time upon demand in case of war, the company to be reasonably compen-
sated and the properties to be returned after the war is ended in at least the
equivalent of their condition when so surrendered.

'V

In order to fulfill the purposes of Congress in respect to the production of
fertilizer, we propose to produce a nitrogenous concentrated fertilizer suitable
for use by the farmers, both for direct application to the soil, and through
home mixing, and containing at least 40 per cent of plant food in the form of
ammonia and/or phosphoric acid and/or potash. We will commence such pro-
duction at United States nitrate plant No. 2, not in the first year—because that
is physically impossible—but as soon as the necessary revisions in the existing
plant can practicably be made and the .necessary additional plant facilities
can reasonably be provided.
We will undertake that the first unit of the concentrated fertilizer plant

shall be constructed before the end of the second year of the lease and be in'
full operation not later than the third year of the lease; and that this first
unit shall have a capacity for the production of such concentrated fertilizer
containing not less than 10,000 net tons of fixed nitrogen, and not less than
40,000 net tons of plant food in the form of ammonia and/or phosphoric acid
and/or potash.
At any time thereafter when we shall have succeeded for three successive

years in selling the full product of the first unit of the concentrated fertilizer
plant at cost plus 8 per cent, we will upon request of the farmer board
hereafter described, build and place in operation a second unit of sufficient size

so that there shall be a total capacity for annual production of concentrated
fertilizer containing at least 20,000 net tons of fixed nitrogen. Similarly

under similar conditions of demonstrated market demand we will successively
add two further units, each with a capacity for production of such concen-
trated fertilizer containing 10,000 net tons of fixed nitrogen, thus making a

total capacity for the four units of 40,000 net tons of fixed nitrogen; provided,
however, that we shall not be required to build and place in operation the
last two units until by reason of improvements in the Tennessee River and
its tributaries there shall be available 200,000 primary (continuous) stream

flow horsepower at Dam No. 2. We reserve the privilege of earlier construc-

tion of these units if, in our opinion, justified by the market demand. The
construction program thus proposed calls for the investment of many millions

of dollars and, by additional buildings and equipment for the manufacture of
phosphoric acid, makes available to American agriculture the full ammonia
production now possible at the large nitrate plant at Muscle Shoals. The
company has in mind still further expanding the ammonia and phosphoric

acid capacity at both Muscle Shoals nitrate plants should such a program be
warranted by market demand; but enters into no undertakings in this respect.

We will continue the production of such concentrated fertilizer at plant
capacity as above stated, throughout the period of the lease, except when the
nitrogen is required for national defense or when satisfaction of market de-

mands is insured through the maintenance in storage of an unsold quantity

of such concentrated fertilizer equal to at least 25 per cent of the annual

capacity of the first unit.
The distribution of the concentrated fertilizer will be subject to reasonable

regulations of a farmer board of nine voting members, two of whom will be

appointed by us, and seven of whom will be appointed upon nomination by
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the President and confirmation by the Senate from lists submitted by the
American Farm Bureau Federation, the National Grange, and the Farmers'
Educational and Cooperative Union of America, or their successor or suc-
cessors as leading representative national farm organizations. On this farmer
board a representative of the Bureau of Markets of the Department of Agri-
culture will serve in an advisory capacity but without a vote. The regula-
tions of the farmer board shall not require us to extend credit.
The concentrated fertilizer will be offered for sale to American farmers at

cost plus 8 per cent. Inasmuch as the selling price must be fixed in advance of
the actual production of the material sold, we will, in the first instance, fix
this selling price at what we estimate to be cost plus 8 per cent; but the cost
and selling price will be determined annually by expert accountants selected
each year in the following manner: We will submit to the farmer board a
list of three reputable firms of certified public accountants. The farmer boa rd
will select one of these three firms, or. if no one of the three firms be satis-
factory to the farmer board, it will submit to us a list of three other such
-firms. We will select one of the three firms submitted by the farmer board,
or, if no one of such three firms be satisfactory to us, the President of the
United States shall select a firm of certified public accountants and it shall
act. The accountants shall report to the farmer board and the company the
actual cost of the concentrated fertilizer but shall not report or make public
in any manner the details of such cost, these details being secrets which we
must not be required to expose to domestic and foreign competitors.
In case any purchaser shall have paid the company a sum greater than the

proper price as determined for such concentrated fertilizer by the accountants,
the company will promptly refund to each such purchaser the amount of his
excess payment.

In order that the accountants shall have a definite guide for their determina-
tion of the cost of the concentrated fertilizer, the items to be included in this
cost must be definitely set forth in the lease.

This cost must. of course, cover production, storage, sale, and distribution of
the concentrated fertilizer and the administration of the business. Several
features of the definition of cost call for particular mention.
(1) The art of atmospheric nitrogen fixation on a commercial basis has

been the work of the last 25 years. If, in the next 50 years, the Muscle Shoals
plant is to contribute to the reduction of the cost of fertilizer to the American
farmer, that plant must be improved constantly and probably rebuilt in es-
sential parts more than once, to replace equipment inefficient through advances
in that art. It becomes of the utmost importance, therefore, not only to the
lessee of the plant, who is entitled to a reasonable return on his investment,
but also to the Government which owns the plant, and to the American farmer
for whose benefit it is to be operated, that the terms of its lease shall not only
permit but shall offer adequate inducements to the lessee to modernize and
rebuild as the progress of the art of atmospheric nitrogen fixation shall sug-
gest. Any lease which provides for only 8 per cent return on the cost of
the product would, if unaccompanied by other provisions, penalize, if not
render impossible, the financing of improvements and reconstruction designed
to reduce the cost of such product. For example, a further investment by the
lessee at some future date of $5,000,000, the effect of which investment would
be to lower the cost of production by $5 a ton, would involve the lessee not
only in the loss of interest on the $5,000,000, but would actually reduce his
return on the money already invested, thus yielding less than nothing on the
new funds. In fact, at some time during the 50-year period of the lease,
interest at ordinary market rates on new money invested to keep the plant
modern and competitive will aggregate more each year than the annual profit
figured at the full 8 per cent on the cost of the entire production. This
obstacle to future improvement of the plant—unfortunate alike for the lessee,
the Government, and the farmer—should be avoided by including in the cora-
putdttion of cost 6 per cent interest on invested capital. This will encourage
the investment of new funds to reduce the cost of concentrated fertilizer, while
continuing to limit the profit in the selling price of such fertilizer to 8 per
cent on cost.

Nor will this give an excesive profit on the capital invested. The proportion
.of turnover to capital in the fertilizer operation we propose to carry out at
Muscle Shoals will be extraordinarily low. This annual turnover, under the
most favorable conditions, will be only half the new capital invested in the
fertilizer plant, and less than half when production is increased and cost of
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production reduced. On the additional investment required for the produc-
tion of concentrated fertilizer there will be a return of less than 4 per cent
measured by the maximum profit limitation of 8 per cent on the output.
In other words, under the terms of our offer, which includes in cost 6 per
cent on invested capital and a profit limited to 8 per cent on the cost of the
output, the maximum net return on the new capital investment which we
will expect to make will be less than 10 per cent. It will be lower than this
maximum, of course, so long as present corporate income taxes apply, or in
any year in which the 8 per cent is not realized. This is not a high return
on an industry so hazardous as the manufacture of fertilizer.
(2) Of equal importance to the soundness of any plan for leasing Muscle

Shoals is a provision which shall specify as part of the cost a 10 per cent
charge for depreciation and obsolescence of the lessee's investment in new
plant and facilities. While slightly less than the charge which experience
has indicated as advisable in our private operations, it approximates what we
believe reasonable for the proposed fertilizer operation at Muscle Shoals.
Failure to include such a charge in a lease contemplating operations over a
period of 50 years could have only one result—a plant which, long before the
expiration of the lease period would have become obsolete, noncompetitive,
and of no possible aid to the farmers of the future. If the investment should,
during the 50-year lease period, be written off by this 10 per cent depreciation
before it should become necessary to replace the plant facilities represented by
such investment, the depreciation charge would automatically disappear, the
investment upon which interest at 6 per cent would be charged, as stated in
the preceding paragraph, would be correspondingly reduced, and the cost of
the concentrated fertilizer would be lowered accordingly.
(3) In case our proposal shall be accepted, American Cyanamid Co. will

waive its royalties for the use of the cyanamid processes in the production
of such concentrated fertilizer. These royalties, under the terms of the
contract between the United States and American Cyanamid Co., under date
of June 8, 1918, amount to $1,200,000 per year upon a production of 40,000
net tons of fixed nitrogen. American Cyanamid Co. has also developed im-
provements in the cyanamid process since the construction of the large nitrate
plant at Muscle Shoals, and has spent large sums of money upon the develop-
ment of patented processes, including the process for the manufacture of
Ammo-Phos. We propose no charge for the use of these further processes and
improvements, although, in our judgment, a proper royalty therefor would
increase the total royalties on the full 40,000 tons of nitrogen production from
the $1,200,000 above-mentioned to at least $2,500,000. These waivers by Ameri-
can Cyanamid Co. of its royalties under all these processes so far as they
relate to the manufacture of such concentrated fertilizer at Muscle Shoals
should be included in the provisions relating to the determination of cost and
fixing of the selling price of the concentrated fertilizer. The amounts which
they represent will constitute an important saving to farmers.
(4) In computing the cost of power allotted for use in the manufacture of

the concentrated fertilizer, the accountants should charge the fertilizer opera-
tion with the average cost of that class of power allotted to it, whether primary
or secondary,: and no profit should accrue to the company upon any part of the
power utilized in the manufacture of such concentrated fertilizer, except the
aforesaid 8 per cent upon the cost of the concentrated fertilizer. Full over-
head, including rental payments to the United States upon any part of the
power development utilized in the production of primary (continuous) power
should be charged into the cost of such primary power, the secondary power
bearing no costs except those specially related to it. We will undertake to
use, so far as reasonably practicable, such secondary power as in our judgment
will reduce the cost of the concentrated fertilizer.
It has been suggested that this company undertake the production each year

of 40,000 tons of fixed nitrogen, regardless of market demand. Were we
to guarantee such production and were market demand to fail us for
any reason such as a concerted attack by competitors domestic or foreign—
the operations of the latter being of such a world wide character as might
enable them to continue business on a profitable basis in other parts of the
world while dumping material at ruinous prices in the United States—we
might find Ourselves with $25,000,000 in inventory at the end of a single
year, with no sales relief in sight but still bound indefinitely to produce and
store. No corporation or aggregation of corporations has yet been created with
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resources sufficient to avoid bankruptcy under such conditions and the most
certain way to bring about such bankruptcy is to impose these conditions and
to make them known to our competitors by publishing them in a Government
contract, open to the inspection of all. Any guarantee to carry out such a
program would, therefore, be worthless; for the company making it could not
long continue solvent.
Under the plan we propose, the absence of such a guarantee in no way

jeopardizes the assurance of cheap fertilizer to the farmer. If and when
competition has taken away our market we will, nevertheless, continue to
produce until we have established in storage large stocks of cheap concentrated
fertilizer available for immediate shipment; and whenever these stocks fall
below the guaranteed quantity, we will resume operations at full capacity.
This covenant on our part, we believe, assures the maintenance of moderate
prices for fertilizer, because only by maintaining prices at a low level could
competitors keep the Muscle Shoals plant shut down.
In order to carry out this covenant, under penalty of forfeiting the lease,

we must continuously reserve for the fertilizer plant the full amount of power
necessary for its operation at capacity. Not only are we thus deprived of an
opportunity to make profit from the sale of this power or its use in other
industrial operations during any period of shut-down of the fertilizer plant,
but the power during such• period will go to waste, thereby not sharing the
cost of overhead and standby charges and thus increasing the cost of other
power. In other respects, also, the company would be in a difficult situation
if its plants were closed down. Its investment of many millions of dollars
would lie idle, depreciating in value and without return. Inventories main-
tained under our covenant and aggregating millions of dollars in cost would
be eaten up by storage, interest, and insurance.
So serious are such considerations in the determination of manufacturing

policy that production invariably proceeds long after profits disappear under
stress of competition. Plant operation in the face of serious price competition
has never, in our experience, ceased when the price level showed a profit of 8
per cent or even a fraction of 1 per cent. Inevitably under such circumstances,
We must reduce our selling prices so long as they return us—not profit or
interest or even depreciation on our investment—but anything above out-of-
pocket cost. When prices go so low that the manufacturer, in exchange for
the money spent in labor and raw materials, receives only an equal amount
of money in price, he still continues to operate his plant in order to retain and
hold together his organization, as against the time, when, through -reduction
in cost or increase in market price, he may earn even a slight return on his
fixed investment. This company must inevitably pursue the same policy at
Muscle Shoals.
But sooner or later and notwithstanding these inducements to operate, there

may come a time when production will involve such losses over and above
out-of-pocket costs as will prove too substantial for us to undertake. In fact,
there have been, in the history of this country, periods when fertilizer could
not be sold at any price. Any manufacturer who undertakes a guarantee to
continue to produce and sell under such circumstances as these, courts disaster.
We do not believe you; committee wishes to impose such conditions with
reference to Muscle Shoals.

It has been suggested that in case of shut-down of the concentrated fertilizer
operation the lease should be forfeited. But if our operation of the Muscle
Shoals plant should bring about the above described conditions, namely, a
market price for fertilizer so low that the Muscle Shoals plant is compelled to
shut down in the face of price competition, it would seem to us most un-
reasonable that for performing this service to American farmers we should
be penalized by being compelled not only to forego the return upon millions
of dollars invested in the concentrated fertilizer plant, but also by having
taken from us the plant itself.
We have also considered other forms of procedure suggested as affording

relief to the lessee from the 40,000 tons a year guarantee under circumstances
which all would agree justify its suspension. These suggestions have included
the passage from time to time of special acts of Congress, proceedings in
equity in the United States District Court for the Northern District of
Alabama, special decrees of the farmer board and other plans. None of these
forms of relief seems to us to afford the degree of security necessary to war-
rant us in investing such large amounts of money as will be required under
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this proposal. Such security seems to us to require that production should
be under automatic regulation by market demand.
In this connection it should be borne in mind that only by expanding the

production of the Muscle Shoals plant to the utmost that the market can
absorb, could the company obtain the maximum profit; because, not being
permitted to increase its selling price no matter how much the market denri ad
exceeds the supply, the only opportunity for the company to increase its profits
on the concentrated fertilizer operation lies in increasing the quantity of
its production and sales.
Muscle Shoals is sometimes described as "the second Niagara of America."

This statement misleads in two ways. First: The region around about Niagara
Falls is now one of the most highly developed industrial centers of the world—
the growth of 50 years. It offers a ready market at good prices for power in al-
most unlimited quantities. If time were all, Muscle Shoals might, in 50 years,
offer the same growth in industry and the same market for power at equal
or higher prices. The length of the lease to which we are limited is—under
the resolution appointing your committee-50 years. Second: At Niagara
Falls, already there have been developed more than a million hydroelectric'
horsepower. The average primary hydroelectric power available at Muscle,
Shoals is estimated at 88,000. Last year—the lowest year on record—it
fell to 42,000. By use of a steam plant, if an additional unit is installed,
this continuous power may be boosted in average years to 200,000, but with
a resulting average cost of $17 per horsepower-year or more. Comparison
with even present power prices at Niagara show how greatly the profit possi-
bilities at Muscle Shoals—at least for the next 10 or 20 years—have been
over estimated and how small they are compared with possible fertilizer
losses. Future regulation of the upper Tennessee and its tributaries may-
eventually double, possibly treble, the primary stream flow power at the
Shoals. The aggregate amount is subject for dispute but will still be low com-
paratively. Meanwhile the fact remains that in an average year the primary
hydroelectric power is now 88.000 but that interest and other charges must
be met during the period of development on the head waters of the Tennessee
and its tributaries. Any lessee of the United States who undertakes its
obligations in the belief that fertilizer losses will be recouped from power
gains will, during 50 years, have ample opportunities to test his theory.
We will establish as part of the group of plants devoted to the manufacture

of concentrated fertilizer a laboratory for chemical research in fields of in-
terest to agriculture, such as the production of nitrogen, phosphoric acid, and
potash (either separately or in combination with other materials) in im-
proved concentrated forms, and will expend upon such research in each year
any amount directed by the farmer board, not exceeding $1 per ton
of concentrated fertilizer produced and sold in the preceding year, charging
such amount into the cost of concentrated fertilizer. We will undertake to
employ, so far as reasonably practicable, such improved processes as, in our
judgment, will reduce the cost of the concenrtated fertilizer.

V

Electric power obtained by us from the leased premises and not required
for production of the concentrated fertilizer and operation of the navigation
locks will be used by us and our affiliated companies or otherwise in local in-
dustry at or near Muscle Shoals and/or disposed of by us for such use and/or
for distribution in Alabama and other States.
No company not at present possessed of franchises for the construction and.

operation of transmission lines could enter into a valid legal undertaking to
distribute any of this power from Muscle Shoals, even if there were sufficient
power available from the present development to support the construction
of independent transmission lines. The reason is that no company can guar-
antee to obtain franchises the granting of which is within the discretion of
public-utility commissions. We are satisfied that it will be possible for us
through agreements with the public-utility companies in Alabama and other
States, to arrange for distribution of surplus power in an equitable manner..
provtding we are given free hand to negotiate such agreements, or, in the
alternative, to apply to the proper authorities for the necessary franchises.
and rights to establish independent distributing systems, and providing further.
that there be developed through improvement of the Tennessee River and, its
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tributaries independent of control of existing power companies an amount of
power sufficient to support such an independent system.
To this end, in our judgment, the most important action to be taken is the

proper development of power through the construction of storage and power
dams on the Clinch River, in the State of Tennessee. We refer particularly to
the following dams:

1. Cove Creek, to be constructed upon the Cove Creek site on the Clinch
River, located approximately 8 miles in a direct line north of Clinton.

2. Senator Dam, to be constructed upon the Senator site on the Clinch
River, above the mouth of the Emery River.

3. Melton Hill Dam, to be constructed upon the Melton Hill site on the
Clinch River, in Anderson and Knox Counties.

4. Clinton Dam, to be constructed upon the Clinton site, on the Clinch River.
near Clinton.
In order that we may be in a position to carry out the desires of Congress

in respect to distribution of power, we propose a development of the above-
mentioned projects in the Clinch River in the following manner:

1. Air Nitrates Corporation will organize a subsidiary company which shall
be a public-utility company empowered to engage in the business of developing
generating, transmitting, and distributing electric power.
2. Such public-utility company will file with the Federal Power Commission

an application for a preliminary permit to enable it to secure the data and
perform the acts required by section 9 of the Federal water power act with
a view to obtaining a license to construct, operate, and maintain the aforesaid
water-power projects; and Congress shall authorize and direct the Federal
Power Commission to grant such preliminary permit to such public-utility
company.

3. If in its judgment, after such preliminary examination as is authorized
by the Federal , water power act to determine this fact, the construction of the
aforesaid projects is feasible and economically sound, such public-utility com-
pany will apply for a final license under the terms of the Federal water power

act to construct, maintain, and operate these projects under the State and
Federal laws governing such public-utility operations. Thereupon, in accord-
ance with plans and specifications to be approved by the Chief of Engineers

of the United States Army and the Secretary of War as being well adapted

to develop, conserve, and utilize in the public interest the navigation and

-water-power development of the region, the commission shall issue such final

license to such public-utility company; and such public-utility company shall

•proceed to acquire and construct, maintain, and operate the aforesaid projects.

4. After the preliminary permit has been granted the United States may,

at its option, take over these projects, complete or incomplete, at actual cost

and without profit to such public-utility company, on condition that the projects

be completed and included in the property leased to Air Nitrates Corporation,

and that upon so taking over these projects the United States relieve such

public-utility company of all obligations in respect thereto, including obliga-

tions imposed by the Federal water power act. This option of the United

States to take over the projects may be exercised at any time prior to a date
10 years after the projects have been completed and placed in operation by

such public-utility company.

VI

We propose to pay to the United States—
) Four per cent interest per annum upon the investment of the United

States in Dam No. 2 with its power house and appurtenances, exclusive of the

amounts expended prior to May 31, 1922 ( which amounts are deemed properly

applicable to war costs and navigation purposes as distinguished from power

purposes of the improvement), and annual amounts sufficient if continued

for 100 years. to amortize on a basis of 4 per cent interest compounded

annually, such entire investment ( without deduction of amounts expended

prior to May 31. 1922), except that during the first 6 years such payments

of interest and amortization combined shall be $200,000 per year, and that the

difference between such smaller amounts and the full amount of such interest

and amortization shall be paid by us, with interest, in not more than 15

annual installments, beginning not later than the thirty-fifth year of the lease.

(2) Four per cent interest per annum upon the investment of the United

States in Dam No. 3 with its power house and appurtenances, except 86,000,000
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(which amount is deemed properly applicable to the navigation purposes as
distinguished from power purposes of the improvement), and annual amounts
sufficient if continued for 100 years, to amortize on a basis of 4 per cent
interest compounded annually, such entire investment (without deduction
of such $6,000,000), except that during the first 3 years from delivery
to us of Dam No. 3 completed such payments of interest and amortization
combined shall be $160,000 per year, and that the difference between such
smaller amounts, and the full amount of such interest and amortization shall
be paid by us, with interest, in not more than 15 annual installments, begin-
ning not later than the thirty-fifth year of the lease; provided that for the
purpose of calculating the amounts upon which such interest and amortization
shall be paid in respect to said Dam' No. 3 the total of such investment shall
be deemed to be not in excess of $32,500,000, unless a greater sum be agreed
to between the Chief of Engineers of the United States Army and the company.
(3) Thirty-five thousand dollars annually in installments quarterly in advance

for repairs and maintenance of Dam No. 2 and its locks and for operation of the
locks, and $20,000 annually in installments quarterly in advance for repairs
and maintenance of Dam No. 3 and its locks and for the operation of the
locks; the maintenance and operation of the spillway gates as well as the
power houses and their appurtenances being undertaken by us, and the main-
tenance of the dams and locks being undertaken by the United States.
(4) Sufficient power, free of charge, for the operation of the locks to be

delivered at such points on the respective lock grounds as shall be designated by
the Chief of Engineers of the United States Army.
(5) A royalty of 5 cents per long ton upon all limestone removed from the

Waco limestone quarry. The amount of reasonably mineable and suitable
limestone in the Waco quarry will not be reduced below 15,000,000 long tons,
the estimated amount necessary for operation of the large nitrate plant at full
present capacity for 50 years for production of ammonium nitrate.
In case, through exercise by the United States of its aforementioned option,

the projects on the Clinch River be included in the leased property, we will
pay and furnish in addition to the United States—
(1) Four per cent interest upon the investment of the United States in the

Clinch River projects, less such amount as shall be determined by agreement
between the Chief of Engineers of the United States Army and the company
to be properly applicable to the navigation purposes as distinguished from the
power purposes of the projects, and annual amounts sufficient, if continued for
100 years, to amortize, on a basis of 4 per cent interest comiklunded annually,
such entire investment without deduction of amounts applicable to the naviga-
tion purposes of the project. In case the Chief of Engineers of the United
States Army and the company can not agree upon the amounts properly
applicable to the navigation purposes of the projects, these amounts shall be
determined by the United States District Court of the Northern District for
the State of Alabama, with the right of appeal by either party to the Circuit
Court of Appeals for the Fifth Judicial Circuit; and in case the projects have
been taken over by the United States before completion, the company shall not
be required to pay interest upon expenditures in excess of $20,000,000 for the
Cove Creek Dam and $10,000,000 in the aggregate for Senator Dam, Melton
Hill Dam, and Clinton Dam, and shall not be required to pay amortization
installments upon a sum grea:ter than $25,000,000 for the Cove Creek Dam, or a
sum greater than $15,000,000 in the aggregate for Senator Dam, Melton Hill
Dam, and Clinton Dam.
(2) Thirty-five thousand dollars annually in installments quarterly in

advance for repairs and maintenance of Cove Creek Dam and its loclis and for
operation of the locks, $20,000 annually in installments quarterly in advance for
repairs and maintenance of each of the following dams and its locks and for
operation of the locks: Senator Dam, Melton Hill Dam and Clinton Dam;
maintenance and operation of the spillway gates of each of said dams as well
as its power houses and their appurtenances being undertaken by us, and the
maintenance of the dams and locks and operation of the locks being under-
taken by the United States.
(3) Sufficient power, free of charge, for the operation of the lock,: of the

Clinch River projects to be delivered at such points on the respective lock
grounds as shall be designated by the Chief of Engineers of the United States
Army.
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We will also undertake to install at our own expense in the steam power
plant at nitrate plant No. 2 additional electrical generating and other equipment
sufficient to generate at least 40,000 additional horsepower. We will also
undertake to complete the power house of dam No. 2 up to a generating
capacity of approximately 600,000 horsepower at the cost and expense of the
United States but without profit to us, the additional equipment so installed to
be included in the leased property upon which we shall pay rental by way
of interest and amortization.
At the termination of the lease all improvements made by us at our own

cost and expense and used in the manufacture of the concentrated fertilizer
will become the property of the United States without payment to us; and
all steam power plants or additions or extensions thereto, transmission lines,
and other electric and hydroelectric ingtallations or extensions erected or
installed by us at our expense will become the property of the United States
upon • payment to us of fair value not exceeding actual cost less reasonable
depreciation.
American Cyanamid Co. is engaged, at its several plants in the manufacture

of various products and their derivatives. These operations vary and diversify
as time goes on. From each of these products, the company derives either no
profit at all or a profit usually in excess of 8 per cent. It is the hope and
plan of the company to transfer to Muscle Shoals and its vicinity from time
to time some of these industrial operations. Should it be the wish of Congress
to consider favorably this offer to lease the Government's properties at Muscle
Shoals and to manufacture and sell concentrated fertilizer at cost plus 8 per
cent, but, nevertheless, to restrict the company's operations in other fields,
either as to character or profit, the company will be unable to proceed with the
plan above outlined under such restrictions.

It is the policy of American Cyanamid Co. to extend to its subsidiaries
without charge the services of its corporate officers; that is to say, its presi-
dent, vice presidents, secretary, 8.nd treasurer, thus avoiding any duplication
of salaries. This policy will be continued as to Air Nitrates Corporation and,
in the production of such concentrated fertilizer, no charge will be included
for the services of these officers or of the president, vice presidents, secretary,
or treasurer of any subsidiary or affiliated company other than the company
directly engaged in the manufacture of fertilizer at Muscle Shoals.
To avoid in so far as possible any misunderstanding as to our intent, we

have prepared ip detailed form a draft of the proposed lease, which we are
attaching, and df which we ask your consideration. This draft includes pro-
visions not mentioned in the foregoing, such as regarding the use and enjoy-
ment of the property, settlement of disputes, enforcement, force majeure, and
other matters ordinarily included in such a document, and, as respects the
matters already mentioned, it expresses in legal form and more precise lan-
guage the exact offer we are making. This lease we are prepared to execute,
should it receive the' requisite approval.
Those who, representing the United, negotiated the contract under which

Air Nitrates Corporation built a large nitrate plant at Muscle Shoals during
the late war believed that we were entitled to the first opportunity to negotiate
regarding the disposition of that plant after the close of the war, and sought to
grant us this right in the terms of the contract. If they have not in a valid and
binding way given us this preference, it was not for failure of intent, but
solely for lack of legal authority. Since it was only to meet a war emergency
that we were justified in granting licenses under our patents and exposing to
the agents of the Government the secrets of our processes, it would seem but
reasonable that, other things being equal, we should have first consideration
as a purchaser or a lessee of the plant for its peace-time uses.

Respectfully submitted.
AIR NITRATES CORPORATION,

By W. B. BELL, President.
AMERICAN CYANAMID COMPANY,

By W. B. BELL, President.

This indenture, made in triplicate this   day of  , 192—, by and
between the United States of America (hereinafter called the lessor) acting
by and through the Secretary of War, duly authorized so to do by act of Con-
gress approved on the   day of  , 192—, and Air Nitrates Corpora-
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tion, a corporation organized and existing under and by virtue of the laws of
the State of New York, with offices at 511 Fifth Avenue, New York City
(hereinafter called the lessee),

Witnesseth, that in consideration of the sum of $1 paid by the lessee to
the lessor, the receipt whereof is hereby acknowledged, of the rents to be paid
and of the mutual covenants, stipulations, conditions, and agreements herein
contained to be kept and performed by the parties, the lessor has granted,
demised, and leased and by these presents doth grant, demise, and lease unto
the lessee for the possession, use, operation, advantage, and enjoyment, under
and consistent with the terms hereof, of the lessee and its successors and
assigns, all the properties, constituting what is generally known and designated
as the Muscle Shoals development, including all structures. plants, buildings,
machinery, tools and equipment, franchises, rights, powers, and privileges
for the construction, maintenance, use, and operation thereof, as well as all
lands, tenements, easements, servitudes, rights of way, riparian rights, and
the appliances, fixtures, and appurtenances thereunto belonging (as now or
hereafter constituted and supplemented during the term of this lease by the
acquisitions, constructions, and improvements hereinafter described) and
embracing (but without in any way limiting the generality of the foregoing) :
(1) Dam No. 2 with its lands, water rights, power house, structures, and

facilities, which shall include installed electrical generating equipment suffi-
cient to generate there 240,000 horsepower, all its hydroelectric and operating
apparatus, appurtenances, accessories and facilities, trackage, transmission
lines, telephone and telegraph lines, an electrical tie connection of a capacity
of not less than 120,000 horsepower at suitable voltage connecting properly the
power house at Dam No. 2 with the steam power plant at United States nitrate
plant No. 2, the necessary transformers and switching apparatus and all lands,
buildings, housing, easements, rights of way, and riparian rights appurtenant
thereto and/or owned, controlled, or hereafter acquired by the lessor for or in
connection with said dam and power plant, but excluding and excepting from
the property hereby demised and leased the locks and navigation facilities
and such housing as the Chief of Engineers of the United States Army shall
designate by notice in writing to the lessee given within 60 days from the date
hereof as being required for the housing of lock operators.
(2) Subject to the provisions of article D hereof, Dam No. 3 with its

lands, water rights, power house, structures, and facilities, which shall include
installed electrical generating equipment sufficient to generate there 250.000
horsepower, all its hydroelectric and operating apparatus, appurtenances, ac-
cessories and facilities, trackage, transmission lines, telephone and telegraph
lines, an electrical tie connecting the switch house at Dam No. 2 with said
power house, of a capacity equal to the generating capacity installed in said
power house, the necessary transformers ond switching apparatus, and all
lauds, buildings, housing, easements, rights of way, and riparian rights appur-
tenant thereto and/or owned, controlled, or hereafter acquired by the lessor for
or in connection with said dam and power plant, but excluding and excepting
from the property hereby demised and leased the locks and navigation facil-
ities and such housing as the Chief of Engineers of the United States Army
shall designate by notice in writing to the lessee given at the time of the
delivery of possession of said Dam No. 3, completed, as being required for the
housing of lock operators.
(3) United States nitrate plant No. 2 (as officially known and designated

on the records of the War Department of the United States) including its
60.000-kilowatt steam-power plant, the Waco limestone quarry with equipment
'therefor, and all lands, buildings, housing, easements, rights of way, materials,
trackage, transmission lines, telephone and telegraph lines, fixtures, appa-
ratus, tools, supplies, appurtenances, accessories and facilities, such existing
service equipment as the Chief of Ordnance of the United States Army shall
certify by notice in writing to the lessee given within 60 days from the date
hereof as belonging thereto, and the sulphuric acid units now in storage on
the premises, but not including the platinum catalyzers for use in the manu-
facture of nitric acid which shall be retained by the lessor and the lessee
shall in no way be responsible therefor unless the lessee shall, in writing,
request the use of said catalyzers, in which case the lesseb assumes full respon-
sibility for the care of the same during its possession thereof, and their safe
return to the lessor.
(4) United States nitrate plant No. 1 (as officially known and designated

on the records of the War Department of the United States) including its
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power house and transmission line to United States nitrate plant No. 2 and
all lands, buildings, housing, easements, rights of way, materials, trackage,
transmission lines, telephone and telegraph lines, fixtures, apparatus, tools,
supplies, appurtenances, accessories, and facilities.
As respects the properties described in paragraphs (1), (3), and (4) above

for and during the term of 50 years beginning on the date of delivery to the
lessee of possession of said properties and thence ensuing and fully to be com-
pleted, and as respects the properties described in paragraph (2) above for
and during the term beginning on the day of delivery to the lessee of posses-
sion of the said properties completed and thence ensuing and until the end
of the aforesaid term of 50 years, upon the terms and conditions contained in
this lease, and to that end the parties hereto respectively covenant and agree
as follows, namely:
A. The lessee will pay to the lessor as rental therefor within 15 days after

the end of each fiscal year (which is hereby defined to begin July 1) of the
lease term except as herein otherwise stated:
(1) From the aforesaid delivery of possession of the properties described

in paragraphs (1), (3), and (4) of the granting clauses hereof (a) a sum
equal to interest at the rate of 4 per cent per annum upon the total of all sums
theretofore expended by the lessor upon the acquisition and construction of
Dam No. 2, with its lands, water rights, power house, structures, and facili-
ties, as hereinabove described, and its locks and navigation facilities, ex-
clusive of expenditures and obligations paid or incurred by the lessor prior
to May 31, 1922, and ( b) annual amounts sufficient, if continued for 100
years, to amortize on a basis of 4 per cent interest compounded annually, the
entire amount (without deduction of expenditures and obligations paid or in-
curred prior to May 31, 1922) so expended, except that such payments of said
sum as aforesaid and amortization cpmbined for the first six years from the
aforesaid delivery of possession shall be at the rate of $200,000 per year, and
that the difference between such $200,000 per year and the full amount of said
sum aforesaid and amortization (with simple interest on such difference at
the rate of 4 per cent per annum) shall be paid in annual installments com-
mencing not later than the end of the thirty-fifth year of the lease term, each
such installment to be equal to at least one-fifteenth of the principal sum of
such difference and interest thereon to the date of payment.
(2) From delivery of possession of said Dam No. 3 completed (a) a sum

equal to interest at the rate of 4 per cent per annum upon the total of all
sums theretofore expended by the lessor upon the acquisition and construction
of Dam No. 3, with its lands, water rights, power house, structures, and
facilities, as hereinabove described, and its locks and navigation facilities, less
the sum of $6,000,000, and ( b) annual amounts sufficient, if continued for 100
years, to amortize on a basis of 4 per cent interest compounded annunlly,
the entire amount (without deduction of such $6,000,000) so expended, except
that such payments of said sum aforesaid and amortization combined for the
first three years from such delivery of possession of said Dam No. 3 shall be
at the rate of $160,000 per year, and that the difference between such $160,000
per year and the full amount of such interest and amortization (with simple
interest on such difference at the rate of 4 per cent per annum) shall be paid
in annual installments commencing not later than the thirty-fifth year of the
lease term, each such installment to be equal to at least one-fifteenth of the
principal sum of such difference and interest thereon to the date of payment;
(3) During the term of the lease of said Dam No. 2, $35,000 annually, hi

installments quarterly in advance, for repairs and maintenance of such clam.
and its locks and for operation of said locks;
(4) From such delivery of such possession of said Dam No. 3, $20.000

annually in installments quarterly in advance, for repairs and maintenance
of such dam and its locks, and for operation of said locks.
(5) The lessee will supply to the lessor, free of all charge during the period

of the lease of Dam No. 2, to be delivered at any point on its lock grounds
designated by the Chief of Engineers of the United States Army by notice
in writing to the lessee, electric power necessary for the operation of its said
locks, and will supply. to the lessor from such delivery of such possession of
said Dam No. 3, to be delivered at any point on its lock grounds designated
by the Chief of Engineers of the United States Army by notice in writing to
the lessee, electric power necessary for the operation of its said locks.
In ease the lessee shall not have possession of any of the demised properties

for the whole of any fiscal year (as hereinabove defined), the payments to be
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made by the lessee by way of rental for said properties for such fiscal year
shall be only that portion of said payments for such fiscal year which the
proportion of such fiscal year during which such possession is enjoyed by the
lessee bears to the entire fiscal year.
B. In addition to the payments above covenanted to be made the lessee

covenants and agrees that it will—
(1) At its own cost and expense complete the steam power plant connected

with said United States nitrate plant No. 2 by installing such additional
electrical generating and other equipment as will increase the generating
capacity of said plant up to at least 90,000 kilowatts.
(2) In accordance with plans and specifications, which have been or may

be prepared or approved by the Chief of Engineers of the United States Army
and out of funds which the lessor heieby covenants and agrees promptly to
make available for that purpose, install in the power house of said Dam No.
with reasonable promptness after such funds are so made available, such addi-;
tional electrical generating units, together with necessary hydroelectric and
operating appurtenances, accessories, and facilities as will increase the gen-
erating capacity of the equipment of said Dam No. 2 up to approximately
600,000 horsepower, at the cost and expense of the lessor and without profit
to the lessee, each such additional generating unit to be the property of the
lessor and included in the leased properties upon which rental by way of
interest and amortization shall be paid to the lessor as hereinabove provided
from the time of its completed installation.
(3) Pay to the lessor a royalty of 5 cents per long ton upon all limestone

removed by the lessee or its agents from the said Waco limestone quarry,
such payments to be made on or before the 10th day of each month for the
quantity of such limestone so removed during the preceding month.
C. The lessor covenants and agrees to maintain and keep in repair said

dams and locks, and the operation of said locks shall be exclusively that of
the lessor and it shall be solely responsible for any loss, damage, or injury
resulting from faulty design or construction of the dams, their gates and
locks, or negligent operation of said locks. In the event the lessor fails to
maintain and keep in repair said dams and locks, the lessee may, upon giving
notice to the lessor, make any and all necessary repairs to said dams and
locks at the cost and expense of the lessor, and the lessee may deduct and
retain out of the payments to be made by it by way of rental hereunder all
such sums as it shall pay on account of said repairs. The lessee covenants and
agrees to maintain and keep in repair the spillway gates and power houses
(substructures and superstructures) and the machinery and appliances appur-
tenant to the power houses and the operation thereof shall be exclusively that
of the lessee, and it shall be solely responsible for any loss, damage, or injury
resulting from negligent operation thereof.
D. The lessor covenants and agrees to acquire and construct with reasonable

promptness the dam mentioned and described in paragraph (2) of the granting
clauses hereof, with the lands, water rights, privileges, power house, struc-
tures, fixtures, apparatus, and facilities necessary for the construction, opera-
tion, and maintenance of the same as hereinafter provided, and to complete
the same within eight years from the date hereof. Said dam shall be of
such dimensions and specifications and have a power house and such installa-
tions and equipment for the generation of electric power as will take full
reasonable advantage of the flow and fall of the Tennessee River for utiliza-
tion of the water power of said river to the best advantage thereof in view
of the other water-power developments that may be located on said river
and/or its tributaries; and the said dam shall not be constructed in such a
way as will impair or detract from the use and enjoyment by the lessee of
the other properties, or any of them, demised or which may hereafter be
demised to the lessee by this lease. The total of the sums expended by the
lessor in the acquisition and construction of the properties described in para-
graph (2) of the granting clauses hereof shall be deemed to be, for the purpose
of calculating the payments to be made by the lessee under article A hereof,
the sums actually so expended, but not exceeding $32,500,000 (including the
locks and navigation facilities), unless such amount be increased by mutual
agreement between said Chief of Engineers and the lessee.
E. In order to secure the purposes of the lessor as respects national defense

the lessee covenants and agrees—
(1) To maintain during the term of this lease said United States nitrate

plant No. 2 in at least the equivalent of the condition (except that the lasee
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may remove limestone from said Waco quarry upon payment of the royalty
as hereinabove provided) in which it shall be turned over to the lessee at the
commencement of the lease term in respect of effective capacity for manu-
facture of ammonium nitrate until such time as the Secretary of War shall
certify in writing that such maintenance is no longer deemed necessary in the
interest of national defense, and also to maintain the buildings of said United
States nitrate plant No. 1 in the condition in which they shall be turned over
to the lessee at the commencement of the lease term. Ordinary and reason-
able wear and tear and damage by force majeure (as hereinafter defined)
are excepted; and the lessee shall have the right during the lease term to
alter and remodel such buildings and to remove, remodel, substitute, and alter
the machinery and equipment contained therein.
(2) To surrender in case of war the leased properties, in whole or in part,

to the lessor at any time upon its demand for its war uses during the period
of war upon such reasonable compensation to the lesee by way of suspension
of payments or obligations hereunder and/or otherwise, as may, subject to
the provisions of article N hereof, be fixed and determined by the Secretary
of War; the leased properties to be returned to the lessee upon the termination
of the war in at least the equivalent of their condition when so surrendered.

Provided, That the lessee shall in no way be responsible for any loss, dete-
rioration, damage, or injury of or to person or property, whether or not
resulting in death, occurring during or by reason of such possession and/or
use of the leased properties during the period of such surrender.
And (3) at all times after the third year of the lease term, to the end that

operation in case of war shall be under the direction of a trained force, to retain
in its employ at least one superintendent and one or more foremen of each
manufacturing department of said United States nitrate plant No. 2 for fixa-
tion of atmospheric nitrogen or employ substitutes therefor, until such time as
the Secretary of War shall certify in writing that continued maintenance of
such force is not deemed necessary in the interest of national defense.

F. In order to secure the purposes of the lessor in respect of the utilization
of the demised properties in times of peace for the fixation of atmospheric
nitrogen and the production of a concentrated fertilizer and its sale to farm-
ers in the United States at reasonable prices, the lessee covenants and agrees
that it will:
(1) Produce or cause to be produced at said United States nitrate plant No.

2 and/or said United States nitrate plant No. 1, ammonium phosphate or other
nitrogenous concentrated fertilizer suitable for use by the farmers both through
direct application to the soil and through home mixing and containing at least
40 per cent by weight of plant food in the form of ammonia and/or phosphoric
acid and/or potash. The production of such concentrated fertilizer will be
commenced at said United States nitrate plant No. 2 by using the cyanamid
process. Before the expiration of the second year of the lease term the lessee
will make such alterations as are found necessary by the lessee upon inspec-
tion and test of the said nitrate plant and will build the necessary phosphoric
acid and ammonium phosphate plants to produce annually a quantity of such
concentrated fertilizer containing not less than 10,000 net tons of fixed nitro-
gen and not less than 40,000 net tons of plant food in the form of ammonia
and/or phosphoric ac:d and/or potash. The term "net tons" as used in this
article is hereby defined to mean tons of 2,000 pounds each. The first unit of
the plant for production of such concentrated fertilizer will be operated at full
capacity not later than in the third year of the lease term and the product
will be offered for sale in the manner hereinafter provided. At any 11,ine
thereafter when the lessee has for three successive fiscal years succeeded in
selling the full product of such first unit at cost plus 8 per cent (as provided
in subdivision (2) hereof) the lessee will, upon written request of the farmer
hoard hereinafter described, provide and place in operation a second unit of
sufficient size so that there shall be then a total capacity for annual production
of such concentrated fertilizer containing at least 20,000 net tons of fixed rt;tro-
gen and at least 80,000 net tons of plant food in the form of ammonia and/or
phosphoric acid and/or potash. When at any time thereafter the flow of the
'Tennessee River shall be so regulated by means of improvements above said
Dam No. 2 as to make available for 99 per cent of the time stream flow sufficient
thereby at said Dam No. 2 to generate 200,000 primary (continuous) electric
horsepower (the calculation of the amount of flow so made available to be
•based upon stream-flow records approved as a proper basis for such calcula-
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tion by the Chief of Engineers of the United States Army) and the lessee has
for three successive fiscal years succeeded in selling the combined full product
.of such first two units at cost plus 8 per cent (as provided in subdivision (2)
`hereof), the lessee will, upon written request of the said farmer board, provide
and place in operation a third unit of sufficient size so that there shall be then
a total capacity for annual production of such concentrated fertilizer contain-
ing at least 30,000 net tons of fixed nitrogen. At any time thereafter when
the lessee has for three successive fiscal years succeeded in selling the com-
bined full product of such first three units at cost plus 8 per cent (as provided
in subdivision (2) hereof) the lessee will, upon request of said farmer board,
,provide and place in operation a fourth unit of sufficient size so that there
shall be then a total capacity for annual production of such concentrated fer-
tilizer containing at least 40,000 net tons of fixed nitrogen. The lessee through-
out the term of this lease will annually produce a quantity of such concen-
trated fertilizer equal to the plant capacity for such production as the same
shall exist from Ume to time as above stated, except when the nitrogen is
required for national defense or when satisfaction of market demands is insured
through the maintenance in storage of an unsold quantity of such concentrated
fertilizer equal to at least 25 per cent of the 'annual capacity of said first unit.
Nothing herein contained shall deprive the lessee of the privilege of anticipat-
ing from time to time the increases above provided in plant capacity for pro-
duction of such concentrated fertilizer.
(2) Such concentrated fertilizer will be offered for sale to farmers and

other consumers in the United States at a maximum selling price f. o. b. fac-
tory of the actual cost (as hereinafter defined), plus 8 per cent thereof. The
cost of such concentrated fertilizer shall be understood to include all direct,
indirect, and properly incidental expenses and expenditures paid and/or acciated
in connection with or incident to the manufacture, sale, and storage of .-,,uch
concentrated fertilizer, including fire, liability, and any other insurance, taxes
(except income and profit taxes), and the cost of maintaining storage as an
insurance against failure to meet demand, and any expenses and expenditures
for research ordered by said farmer board (as provided in subdivision 4)
hereof) and all expenses and expenditures in connection with the administration
of the business and the maintenance of such part of the said nitrate plants,
or either of them, as shall be utilized in the manufacture of such concentrated
fertilizer, as required by this lease; it being understood and agreed that pre-
liminary costs of "tuning up" of manufacturing plant, demonstrating the
use of concentrated fertilizer on various crops through cooperation of agri-
cultural experiment stations, county agricultural agents, farmers, and other-
wise, preliminary training of plant operatives, and other initial and preliminary
expenses made and incurred during the period prior to operation at full ca-
pacity of the said first unit of the plant for manufacture of such concentrated
fertilizer and properly incident to the concentrated fertilizer business, shall be
carried as deferred charges and distributed equally in the cost of such con-
centrated fertilizer over the first five years of production after the operation of
such first unit at full capacity has commenced; it being also understood and
agreed that there shall be included in the cost of such concentrated fertilizer
for depreciation and obsolescence 10 per cent per annum of the lessee's total
expenditures and expenses for construction and/or acquisition of buildings and
equipment used in such manufacture and for the replacement of presently exist-
ing property hereafter used in such manufacture and for any additions, exten-
sions, and/or betterments that may be made from time to time to any property
used in such manufacture either existing at the date hereof or which may sub-
sequently be constructed and/or acquired; and that as a part of such total
expenditures and expenses there shall be included interest at the rate of 6 per
cent per annum during construction upon monthly balances of expenditures for
construction; it being further understood and agreed, however, that at no time
shall the provision for accrued depreciation and obsolescence over and bove
the total of expenditures made therefrom for renewals and replacements of
the buildings and equipment provided at the expense of the lessee, exceed the
total original cost of all the properties depreciated, and that no depreciation
or obsolescence whatever shall be charged in respect of the property built and
provided at the cost and expense of the lessor; it being further understood
and agreed that the lessee shall keep departmental accounts which shall at all
times show the proportion of its capital invested in such concentrated fer-
tilizer business, and that there shall be included in the cost of such concen-
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trated fertilizer interest at 6 per cent per annum on capital so invested, ex-
cept borrowed money, and that there shall be included in the cost of such con-
centrated fertilizer interest actually paid (from which shall be dedueted
interest earned on bank balances) on money borrowed by the lessee for the
purposes of such concentrated fertilizer business, the net interest on such bor-
rowed money not to exceed 6 per cent per annum. In ease the lessee sball
utilize any part of the nitrate properties for purposes other than the manu-
facture of such concentrated fertilizer, the expense of maintenance and opera-
tion of such part of such properties when so utilized shall not be included in
the cost of such concentrated fertilizer, and any profits obtained by the lessee
through such utilization shall not be credited to the cost of such concentrated
fertilizer. There shall not be included in the cost of such concentrated fer-
tilizer any royalty paid or payable to American Cyanamid Co., a corporation
organized and existing under and by virtue of the laws of the State of Maine,
and having offices at 511 Fifth Avenue, New York City, such royalties being
hereby waived by said American Cyanamid Co. so far as they relate to the
use by the lessee of its processes now owned or hereafter acquired for the
manufacture of such concentrated fertilizer as above described. Nor shall
there be included in the cost of such concentrated fertilizer any royalties upon
inventions made through and in the course of research provided for in .,11b-
division (4) hereof. Nor shall there be included in the cost of such concen-
trated fertilizer any compensation paid to any person holding the office of
president, vice president, secretary, or treasurer of said American Cyanamid
Co., or to any person holding like office in any subsidiary and/or allied com-
pany of said American Cyanamid Co. not directly engaged in the manufacture
of such concentrated fertilizer under this lease. The lessee shall have the
right to purchase, for the manufacture of such concentrated fertilizer, mate-
rials, supplies and/or equipment not reasonably capable of being produced at
either of said nitrate plants, from said American Cyanamid Co., its subsidiary
and/or allied companies at the fair market price thereof provided said price
shall have been approved by resolution of said farmer board.
In computing the cost of power used in the manufacture of such concentrated

fertilizer, the term primary power" shall mean power that is continuously
available, and produced wholly by water or by water supplemented by steam.
The cost per horsepower year of primary power allotted for use in the manu-
facture of such concentrated fertilizer shall be deemed to be the average cost
per horsepower year of all primary, power produced and used or sold by the
lessee upon and by means of the property covered by this lease during the
fiscal year. The cost per kilowatt hour of any secondary power allotted for
use in the manufacture of such concentrated fertilizer shall be deemed to be
the average cost per kilowatt hour of all secondary power produced and used
or sold by the lessee upon and by means of the property covered by this lea se
during the fiscal year. In computing the cost of primary power there shall
be included (a) all expense of administration and all rentals, payments,
contributions, expenses, and expenditures of the lessee paid and/or accrued,
whether in the form of power or of cash, for maintenance and operation of
the dams, power houses, locks, gates, and navigation facilities, and/or for
interest and/or amortization upon the lessor's investment in the dams, power
houses, locks, gates, and navigation facilities; (b) all interest, amortization,
depreciation, and other proper fixed charges relating to that part of the power
development acquired, constructed, and/or purchased at the cost and expense of
the lessee, and used in the production of primary power (whether or not
exclusively so used) ; (c) the cost of production by the lessee of power by
steam to supplement the hydroelectric power development in the production
of primary power; (d) the cost of maintaining auxiliary steam power plants
in stand-by condition and costs of stand-by crews of operators therefor; (e)
the cost to the lessee of any power purchased by it to supplement the hydro-
electric power development in the production of primary power, whether such
purchase be for payment of cash or for power given by the lessee in exchange
for other or different power, and (f) all other items properly charged in the-
accounts of the lessee as part of the cost of such primary power. In computing
the cost of secondary power there shall be included all items properly charged
in the accounts of the lessee as the cost of power and not included, as above'
stated, in the cost of. primary power; but no purchase of power by the lessee-
shall increase the average cost per unit of power allotted for use in the manu-
facture of such concentrated fertilizer, and no profit shall accrue to the lessee-
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upon any part of the power (or upon items included in the cost thereof)

allotted for use in the manufacture of such concentrated fertilizer other than

the said 8 per cent upon the cost of such concentrated fertilizer, and the lessee
shall use secondary power for the manufacture of such concentrated fertilizer

whenever, in the judgment of the lessee, secondary power is available for
such purpose, and its use will reduce the cost of such concentrated fertilizer.

(3) Each year the cost of producing and selling such concentrated fer-

tilizer shall be estimated in the first instance by the lessee for the purpose of

fixing the selling prices at which such concentrated fertilizer shall be offered

for sale, but shall finally be determined annually by a reputable firm of

certified public accountants to be chosen in the following manner: On or

before the 1st day of April of each year, the lessee shall nominate to said

farmer board three such firms. Said farmer board shall select one of the

three so nominated, or, if no one of the three be satisfactory to it, said

farmer board shall in turn, on or before the 1st day of May next following,

nominate to the lessee three such firms. On or before the 1st day of June

next following such nomination one of the said three firms shall be selected

by the lessee, or, if no one of said three firms be satisfactory to it, the then

President of the United States shall designate promptly in writing one of said

six firms and it shall act. For the fiscal year ending June 30 next follow-

ing, such firm of certified public accountants shall examine the books and

accounts of the lessee relating to the manufacture and sale of such concen-

trated fertilizer, and shall certify to said farmer board and to the lessee,

what was the actual cost of such concentrated fertilizer, as hereinafter de-

fined, and the prices (being such cost plus 8 per cent) at which such con-

centrated fertilizer should have been sold to farmers and other purchasers

during such fiscal year, but the accountants snail not certify or make public

in any manner the details of the cost of such concentrated fertilizer. Upon

receipt of the certificate of the accountants stating the actual cost and the

prices at which such concentrated fertilizer should have been sold, in case any

farmer or other purchaser shall have paid to the lessee for such concen-

trated fertilizer, a sum greater than such price, the amount of such excess

payment shall be promptly refunded to said purchaser by the lessee. Such

certificate of the accountants shall be final and conclusive on all parties

hereto, said farmer board and purchasers of such concentrated fertilizer, sub-

ject only to the provisions of article N hereof.
(4) The lessee will establish on the leased premises as a part of the group

of plants devoted to the manufacture of such concentrated fertilizer, a labo-

ratory for chemical research in fields of interest to agriculture such as the

production of nitrogen, phosphoric acid, and potash (either separately or in

combination with other materials) in improved concentrated forms and will

expend upon such research annually such amount, not exceeding $1 per ton

of such concentrated fertilizer produced and sold during the preceding fiscal

year under the provisions of subdivision (1) hereof, as shall be determined

by said farmer board, the cost and expense of such research to be charged

to and included in the cost of such concentrated fertilizer, and the lessee

shall employ so far as reasonably practicable such improved processes de-

vetoped by such research as in its judgment will reduce the cost of such

concentrated fertilizer.
(5) The distribution of such concentrated fertilizer to farmers and other

consumers shall be subject to such reasonable regulations as may be pre-

scribed by said farmer board. Such regulations shall be adopted or revised

at annual meetings of said farmer board to take place on or before June 30

of each year, and the regulations so adopted or revised shall take effect 
on

the 1st day of January next following. It shall be entirely in the discretion

of said farmer board whether any such regulations shall be adopted or
amended in any one year. Such regulations shall apply solely to distribu-

tion and shall not require the lessee to extend credit to purchasers.

And (6) said farmer board shall consist of not more than nine voting mem-

bers, two of whom (who need not be farmers) shall be appointed by the

lessee, and seven of whom shall be appointed through nomination by the
President of the United States from lists submitted by national farm or-

ganizations and confirmation by the Senate. In addition to the voting mem-

bers the President shall designate a representative of the Bureau of Markets

of the Department of Agriculture, or its legal successor, to serve upon su
ch

board in am advisory capacity but without a vote. The voting members

appointed by the lessee shall serve at the pleasure of the lessee, which shall
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appoint their successors. The voting members nominated by the President
and approved by the Senate shall be chosen in the following manner: On
or before the 1st day of September in the year 146 and thereafter whenever
a vacancy occurs, the American Farm Bureau Federation, the National Grange
and the Farmers' Educational and Cooperative Union of America, or their suc-
cess& or successors, as leading representative farm organizations, national
in fact, shall each designate to the President of the United States, in writing,
not less than 5 nor more than 10 candidates for voting membership on said
board. The President shall nominate to the Senate at its then existing or
next regular session a sufficient number of the candidates so designated to
fill all the vacancies in said board, the candidates so nominated to be selected
by the President in such a manner, so far as he finds practicable, as thatrepresentation shall be given to each of the above-mentioned organizations
or their successors and that not more than one member of the board shall
be a resident of any one State. Such nominations shall be subject to con-firmation by the Senate, and if the Senate shall not confirm a sufficient num-
ber to fill all vacancies, the President shall make additional nominationsfrom among candidates designated as hereinabove provided, until the Sen-ate shall have confirmed a sufficient number. If any controversy shall ariseas to the existence or successorship of any such organization or whether itbe national in fact, it shall be determined by the Secretary of Agricultureand if one or more of the above-mentioned farm organizations or their suc-cessors, by reason of expiration of charter or ceasing to function or failingto maintain an organization, national in fact, or for any other reason, shalldecline, fail, or neglect to make such designation of candidates, as aboveprovided, the Secretary of Agriculture shall make such designations forthe organization or organizations so declining, failing, or neglecting to makethe same; but a failure in any one year to make such designations shallnot deprive any of the said farm organizations or their successors of theright and privilege to make such designations in future years. On all suchquestions the decision of the Secretary of Agriculture shall be in writingand final and conclusive on all persons and organizations. The terms ofoffice of the members of the said board first appointed shall commence onthe 1st day of January, 1927. Two of the seven members first appointed onthe nomination of the President shall be designated by him to serve for aperiod of two years, two for a period of four years, and three for a periodo six years; and their successors shall serve for six-year terms. The mem-bers of the said board shall receive a compensation to be fixed by the Secre-tary of Agriculture, and shall be reimbursed for their actual and necessaryexpenses in attending to the business of the board, such compensation andexpenses, and all other expenses of the board, to be paid by the lessee andcharged to the cost of producing such concentrated fertilizer. The said boardshall appoint and employ a permanent Secretary and such other employeesas it shall deem necessary to serve at its pleasure, and shall fix the com-pensation of such Secretary and employees to be paid in like manner by thelessee and charged in like manner to the cost of production of such concen-trated fertilizer.
G. The lessee covenants and agrees that the electric power obtained by itfrom said demised premises to the extent that said power is not requiredfor such production of said concentrated fertilizer and/or such operation ofsaid locks and/or is not used by the lessee or said American Cyanamid Co.and/or a subsidiary corporation of either of said corporations in local in-dustry at or near Muscle Shoals, will be disposed of by the lessee for use inlocal industry at or near Muscle Shoals and/or for the purpose of distribution(subject to the applicable State and Federal laws) in Alabama and other_States to which such electric power may reasonably be transmitted.H. Upon the termination of this lease, or of any renewal or extension there-of. for any cause whatsoever—
(1) The lessor shall take any steam power plants or any additions or ex-tensions thereto, transmission lines, or other electric or hydroelectric installa-tions or extensions erected or installed on the leased premises by the lessee atIts expense during the period of the lease and pay to the lessee therefor suchfair value as, subject to the provisions of Article N hereof, shall be fixeaby agreement between the Secretary of War and the lessee, which fair valueshall in no case exceed actual cost less reasonable depreciation.
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(2) All machinery, equipment, fixtures, facilities, appurtenances, and im-
provements not embraced in subdivision (1) of this article, which shall have
been installed at said United States nitrate plant No. 1 and/or said United
States nitrate plant No. 2 by the lessee, at its own cost and expense, and used
in the manufacture of such concentrated fertilizer, shall be and become the
property of the lessor without any payment therefor to the lessee.
And (3) All manufacturing plants, machinery, equipment, facilities, ap-

purtenances, and improvements, and structures placed or erected on the
leased premises by the lessee or its subtenants, not embraced in subdivisions

(1) and (2) of this article, shall not become the property of the lessor, but
may be removed from the leased premises by the lessee or its subtenants at
the termination of this lease or any renewal or extension thereof, or within

a reasonable time thereafter.
I. The lessor covenants and agrees that it owns, by good and marketable

title, free from all defects and encumbrances, the aforesaid demised properties,

and has full right and power to make this lease thereof, except that it does

not now own the properties described in paragraph (2) of the granting

clauses hereof. The lessor further covenants and agrees that the properties

demised and described in paragraphs (1), (3), and (4) of the granting clauses

hereof constitute all such lands, rights, easements, and servitudes as may be
necessary for the construction, operation, and maintenance of said dams and
power houses. The lessor also covenants and agrees that in case the title te
the said lands, rights, easements, and servitudes shall be found defective or

encumbered, or said lands, rights, easements, and servitudes be found in-

sufficient within the meaning of the covenants herein contained, the lessor,

at its own cost and expense, shall and will remedy and remove such defects
or encumbrances and make good any such insufficiency. The lessor covenants

and agrees to acquire the properties described in paragraph (2) of the grant-

ing clauses hereof, by good and marketable title, free from all defects and

encumbrances, including all such lands, rights, easements, and servitudes as

may be necessary for the construction, operation, and maintenance of said

Dam No. 3 and its power house when the same is constructed, operated, and

maintained, in accordance with the terms and provisions of this lease, and

upon the completion of said Dam No. 3 the said properties so purchased and

acquired, except the locks and navigation facilities, shall ipso facto, and

without any further conveyance or assignment, become and be a part of the

properties demised by this lease, and as such, subject to all the applicable

terms and provisions of this lease for and during the balance of the unexpired

said term of 50 years hereinabove mentioned and described, as fully and

completely as though specifically leased and demised by this lease. It is

mutually agreed that in the event of any litigation, attacking the title, or
possession of the property, rights, privileges, and franchises demised, the lessor

shall defend such litigation at its own cost and expense, but the lessee may,

at its own cost and expense, be represented by its counsel in any such liti-

gation, and the time within which the lessee is required to execute and per-

form any of the terms and provisions of this lease shall be extend for and

during any such litigation.
The lessor also convenants and agrees that it will at any time, upon the

request of the lessee, and at its own cost and expense, execute and deliver

to the lessee any and all such other or further instruments and assurances

in the law for the better granting, demising, and securing to the lessee the said

franchises, rights, privileges, easements, real estate, and property by this lease

granted and demised, or intended so to be, or to describe accurately the said,

properties, or any of them, intended to be embraced in this lease, the descrip-

tion thereof hereinbefore given being wholly general and to be thus supple-

mented, Which the lessee or its counsel learned in the law shall reasonably

advise and require. The lessor covenants and agrees to keep and perform

all the terms and conditions hereof on its part to be kept and performed, in

manner and form as the same are herein set forth.
The lessor covenants and agrees to deliver Dam No. 2 and its power plant

to the lessee in good operating order and condition and promptly to replace

any of its structures and/or equipment which, within thirty days from the

date hereof, may prove to have been defective in design, material, or work-

manship and/or unsuited for the purpose or operation for which the same was

intended. In case the lessor fails or refuses to replace promptly any such

defective structures and/or equipment, the lessee may, upon giving notice to.
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the lessor, replace the same at the cost and expense of the lessor, and in
such event the lessee may deduct and retain out of the payments to be made
by it by way of rental hereunder all such sums as it shall pay or incur on
account of such replacements; provided, however, that nothing contained herein
shall render the lessor liable for damages or delays to the lessee on account
of any such defective structures and/or equipment.
The lessor further covenants and agrees that it will not itself, or by permit

or license authorize or empower any third party to construct, operate, or
maintain any dam or dams on the Tennessee River and/or its tributaries,
in such form or manner as will impair or detract from the full use and enjoy-
ment by the lessee of the properties, or any of them, demised or which may

\ hereafter be demised to the lessee by this lease. '
J. The lessor covenants and agrees that the lessee, during the term of this

lease and during any extension or extensions thereof, upon keeping and per-
forming the terms and conditions hereof on its part to be kept and performed,
shall have quiet and peaceable possession and enjoyment of the properties
herein demised, without let, hindrance, molestation, or disturbance from any-
one whatsoever. If the lessor shall fail duly to keep and perform this cove-
nant, or if the lessor, or the Congress of the United States, or the Secretary
of War, or other officer acting on behalf of the lessor in relation thereto, shall
refuse to keep or perform any of the promises provided in this lease to be per-
formed by the lessor, upon the ground that said promise is invalid or without
authority, or in any respect ultra vires, or if the lessor shall fail to perform
any of said promises upon such ground, the lessee shall be entitled to terminate
this lease upon not less than ninety (90) days' previous notice to the lessor to
that effect, and upon and after such termination the lessee shall be relieved
of all obligations hereunder.
K. The lessee covenants and agrees that it will, during the term of this lease,

do or cause to be done, the things necessary or proper to keep in full force and
effect its corporate existence, rights, and franchises. And the lessee covenants
and agrees that should it cease to be an American-controlled corporation that
fact shall be deemed to constitute a default in the terms of this lease.
The lessee also covenants and agrees that it shall and will indemnify, pro-

tect, and save harmless the lessor against any and all claims, demands, ex-
penses, damages, losses, liabilities, judgments, and costs in the prosecution and
defense of any action or legal proceeding for or on account of or in connection
with damage to property or injury to person (including death), due solely to
the action or alleged negligence or misconduct of the lessee or its agents, em-
ployees, or contractors, which may arise during the term of this lease in or
about the construction, installation, maintenance, use, management, possession,
or operation by the lessee of any of the properties which the lessee in and by
this lease agrees to maintain and operate or any of the facilities which under
the provisions of this lease it is obligated to construct, install, operate, or main-
tain; and the lessee shall assume the defense, compromise, or other disposition
of any claim, demand, suit, action, or legal proceeding that may be made or•
brought against the lessor for or on account of or in connection with any such
damage or injury.
The lessee does hereby further covenant and agree that it will not assign

this lease without the consent of the lessor and that at the expiration of the
term of this lease or of any renewal or extension thereof, or other sooner
termination it will and shall peaceably surrender, transfer, return, and deliver
up to the lessor the demised premises.
L. Neither party to this lease shall be, held responsible for loss, damage,

Injury, delay, or failure of performance occasioned in whole or in part by the
act or omission of the other party, its officers, agents, or employees, or by
force majeure, including in that term ice, earthquake, movement of earth or
rock, flood, drought, or other action of the elements, famine, pestilence, strikes
and suspensions of labor, war, riot, civil commotion, order of any court, unavoid-
lble casualty, and any cause or causes reasonably beyond the control of the
party and not attributable to its fault or neglect. Except as otherwise provided
in this lease, the lessee shall not be required to repair or restore, for or on
account of any such loss, damage, injury, or delay, and shall be entitled to an
apportionment or suspension of the terms and conditions of this lease to an
amount and extent reasonably commensurate with the curtailment or preven-
tion thereby of its use and enjoyment of this lease and said demised properties.
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M. Subject to the provisions of articles E and F hereof, the lessee shall, dur-
ing the continuance of this lease and during any extension or extensions
thereof, have the full and exclusive use, possession, control, enjoyment, and
operation of the demised premises, together with the electric power generated
thereon, and shall be entitled to enjoy the benefits and advantages thereof,
including (1) the right to use the said demised premises for all lawful pur-
poses and to construct, operate, and maintain thereon any structure, equip-
ment, or apparatus which the lessee may deem desirable or convenient, the
same, subject to the provisions of article H hereof, to remain the property of
the lessee and to be removable by it within a reasonable time after the termi-
nation of this lease; (2) the right to alter, enlarge, rebuild, and reconstruct
any of the structures, equipment, or apparatus now or hereafter belonging to
the lessor and on the demised premises, save as in this lease otherwise ex-
pressly provided; and (3) the right to remove limestone from said Waco
Quarry, provided, always, that the amount of limestone in said quarry reason-
ably mineable and suitable for the manufacture of ammonium nitrate be not
reduced below 15,000,000 long tons, the estimated amount of such limestone
required to operate said United States nitrate plant No. 2 for a period of 50
years at its present capacity as respects the manufacture of ammonium nitrate.
N. In case a dispute arise as to this lease or any of its terms, or any act

done or omitted to be done under or with respect to it, or any of the properties
now or hereafter embraced in it, or as to whether a default has occurred or its
removal been made or bona fide begun, or in case the parties hereto fail to
reach an agreement or determination in any respect in which they should or
must agree in order to the proper carrying out of this lease or any part thereof,
as contemplated by its terms, any part hereto injuriously affected thereby
may, upon written notice to the other parties hereto of its intention so to do,
apply by petition to the District Court of the United States for the Northern
District of Alabama, or its successor as then constituted (which is hereby
given original jurisdiction to hear and determine the matter under such rules
and procedure as it may adopt for the purpose) for a judicial ascertainment
and determination of the controversy. The court shall grant such relief as,
after ascertaining the facts and hearing the parties, it may consider proper.
The decision of said court shall be in writing, and from it any party thereto
may appeal to the Circuit Court of Appeals for the Fifth District (or its
successor as then constituted) under the statutes and rules then governing
appeals between said courts in equitable causes. Any order or judgment
rendered by either of said courts shall allow a reasonable time from the entry
thereof for compliance therewith.
0. The lessee covenants and agrees that it will within 60 days after the

date hereof duly increase its authorized capital to at least $50,000,000. And
the lessee will so arrange and provide that such cash funds as may be neces-
sary for its performance of this lease will be available to it as and when
required for that purpose.
P. It is further mutually agreed that in case the lessee shall at any time or

times hereafter during the term of this lease fail or omit to keep and perform

the covenants and agreements herein contained on its part to be kept and per-
formed, or any of them, and shall continue in default in respect to the perform-

ance of such covenant or agreement, for the period of 90 days. then and in either

and every such case the lessor may give notice to the lessee, specifying such

default and requiring its removal; and thereupon, if the lessee does not with

reasonable promptness after the giving of such notice commence and complete

the removal of said default, it shall be lawful for the lessor, at its option, to

proceed in accordance with the provisions of article N hereof for an order

declaring this lease terminated, to the same extent as if the term thereof had

expired, and said court is hereby given original jurisdiction to hear and ae-

termine the same and to give such other and further relief as the case may

require.
Q. This lease and all the covenants, conditions, stipulations, promises and

agreements herein contained shall extend to and be binding upon and inure

to the benefit and run in favor of the parties and their respective successors

and assigns.
H. Any notice to or demand upon the lessor shall be deemed to have been

sufficiently given or served on the lessor, for all the purposes hereof, if mailed,

postage prepaid, to the then Secretary of War, Washington, D. C. Any no-

tice to or demand upon the lessee shall be deemed to have been sufficiently
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given or served on the lessee, for all the purposes hereof, if mailed, postage pre-
paid, to the lessee at its office in the Borough of Manhattan, city, county, and
State of New York, or to such other address as shall be furnished by the lessee
by written notice to the lessor. Any notice to or demand upon said Amer-
ican Cyanamid Co. shall be deemed to have been sufficiently given or served
on said American Cyanamid Co. for all the purposes hereof, if mailed, postage
prepaid, to the said American Cyanamid Co. at its office in the Borough of
Manhattan, city, county, and State of New York.

S. It is mutually understood and agreed that the lessee may, for the more
convenient performance and execution of any of the terms and provisions of
this lease required to be performed and executed by the lessee, organize or cause
to be organized one or more corporations (herein referred to as "subsidiary
corporations'?), under and by virtue of the laws of one of the United States:
provided that all of the authorized voting stock (other than any directors'
qualifying shares) of any such corporation shall be owned by the lessee;
and provided further, that the lessee shall, notwithstanding its formation and
use of any such subsidiary corporation, continue fully responsible for the
performance or carrying out of all of the terms or provisions of this lease.
Any notice or demand properly given to or served on the lessee shall be
deemed to include notice to or demand upon any such subsidiary corporation.
T. The lessee will, within 90 days after the date hereof cause to be organ-

ized under the laws of one of the United States a subsidiary corporation.
empowered to engage in the business of developing, generating, transmitting
and distributing electric power, and will cause said subsidiary corporation to
file, within 90 days after its organization, with the Federal Power Commission
an application for a preliminary permit to enable said subsidiary corporation
to secure the data and perform the acts required by section 9 of the Federal
water power act, with a view to acquiring and obtaining a license to construct,
operate, and maintain, in accordance with the terms and provisions of said
act, except as herein otherwise provided, the following dams, to wit:

1. Cove Creek dam, to be constructed upon the Cove Creek site on the Clinch
River, located approximately 8 miles in a direct line north of Clinton.

2. Senator dam, to be constructed upon the Senator site on the Clinch
River, above the mouth of the Emery River.

3. Melton Hill dam, to be constructed upon the Melton Hill site on the
Clinch river, in Anderson and Knox Counties.
4. Clinton dam, to be constructed upon the Clinton site of the Clinch River,

near Clinton.
And thereupon the said commission shall issue such a preliminary permit

forthwith.
The term " dam " as used in this article, is hereby defined to mean and be

deemed to include, except as otherwise expressly stated, all lands, water
rights, dams, flumes, spillways, sluices, reservoirs, power houses, fixtures,
structures, facilities, generators, machinery, hydroelectric and operating ap-
pliances, apparatus, appurtenances, accessories and facilities, trackage, trans-
mission lines, telephone and telegraph lines, plants, buildings, erections,
housings, poles, wires, easements, rights of way, riparian rights, locks and nav-
igation facilities, appurtenant thereto and/or owned, controlled or acquired
for or in connection therewith.
The said subsidiary corporation shall have a period of three years from the

date of such preliminary permit within which to make examinations and
surveys, prepare maps, plans, specifications, and estimates, for the acquisition
construction, operation, and maintenance of any one or more of said dams;
and during such period said subsidiary corporation shall have and enjoy
priority in applying for a license under the terms of said act to acquire,
construct, operate, and maintain any one or more of said dams. If within
said period of three years the said subsidiary corporation shall elect to,
acquire and construct any one or more of the said dams, it shall promptly
apply for such a license Under the terms of said act to construct, operate, and
maintain such dam or dams subject to the applicable State and Federal laws.
Thereupon, in accordance with plans and specifications approved by the Chief
of Engineers of the United States Army and the Secretary of War and
which shall be well adapted to develop, conserve, and utilize, hi the public
interest the navigation and the water-power development of such region, the
said commission shall issue to the said subsidiary corporation a license to,
acquire, construct, operate, and maintain the dam or dams specified in said.
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application, which shall confer upon said subsidiary corporation all the rights
and privileges of said act.
At any time after the issuance of such preliminary permit to the said

subsidiary corporation but not later than 10 years after the completion of
such dam or dams which the said subsidiary shall have elected to acquire
and construct under said act, the lessor shall have the right during the time
this lease shall be in full force and effect, upon written notice to the lessee, to
purchase and acquire such dam or dams upon paying to the said subsidiary
corporation the cost to it of acquiring and constructing the said dam or dams
so purchased by the lessor; provided such payment be made within 90 days
after the date of said notice and provided further that in no case shall the
lessor acquire any one or more of said dams without acquiring all the said
dams which the said subsidiary corporation shall have so elected to acquire
and construct as aforesaid. The term " cost " as used in this article is
hereby defined to mean and be deemed to include the then total of the sums
expended and liabilities incurred by the said subsidiary corporation in the
acquisition and construction of the dam or dams so purchased by the lessor,
including the cost of making surveys and engineering studies thereof, and
the cost of clearing any lands, and of removing and relocating any roads,
highways, and/or railroads, plus interest at the rate of 6 per cent per
annum during the period of such acquisition and construction upon the monthly
balances of such expenditures, the same to be determined by agreement be-
tween the Chief of Engineers of the United States Army and the lessee, and in
case they can not agree, by proceedings in accordance with the provisions of
article N hereof.
Upon the purchase by the lessor of any such dam or darns as aforesaid

respecting which the said subsidiary corporation shall have theretofore re-
ceived a preliminary permit and/or license under said act, the said subsidiary
corporation thereupon shall be relieved from any and all liabilities and/or
obligations under said permit and/or license and/or said act and all the
rights and privileges possessed by said subsidiary corporation under said
act and/or permit and/or license shall extend to and inure to the benefit and
run in favor of the lessor.
The dam or dams so purchased by the lessor, except locks and navigation

facilities (if any), shall ipso facto, and without any further conveyance or
assignment, become and be a part of the properties demised by this lease
and, as such, subject to all the applicable terms and provisions of this lease
for and during the balance of the unexpired said term of 50 years hereinabove
mentioned and described, as fully and completely as though specifically leased
and demised by this lease; but nevertheless the lessor shall, from time to
time, execute and deliver to the lessee any and all such other or further'
instruments and assurances in the law for the better granting, demising,
and securing to the lessee the said dam or dams which the lessee or its counsel.
learned in the law shall reasonably advise and require.
For and on account of any dam or dams which may become a part of the

demised properties by virtue of the terms and provisions of this article, thelessee, in addition to the payments to be made by it under article A hereof,
will pay to the lessor as rental therefor, from the time such dam becomes a
part of the demised properties as aforesaid (unless the construction thereof
shall not have been fully completed by the said subsidiary corporation at
that time, in which event the payments to be made by the lessee by way
of rental therefor shall become and be due and payable only from and after
such dam shall be completed and made available by the lessor to the lessee
hereunder) :
(a) A sum equal to interest at the rate of 4 per cent per annum upon the

total of all sums theretofore expended by the lessor for the purchase and/or
upon the acquisition and construction of such dam, less such amount of such
expenditure as shall be determined by agreement between the Chief of Engineers
of the United States Army and the lessee, and in ease they can not agree,
b., proceedings in accordance with the provisions of article N hereof, to be
properly applicable to the cost of any navigation facilities appurtenant thereto,
as distinguished from power purposes of such dam.
( b) Annual amounts sufficient, if continued for 100 years, to amortize

on a basis of 4 per cent interest, compounded annually, the entire amount
so expended by the lessor as respects any such dam so purchased by it;
provided that in case the construction of any such dam shall not have been
fully comksleted by said subsidiary corporation at the time the lessor pur-
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chased the same, the total of the sums expended by the lessor for the pur-
chase and/or. the acquisition and construction thereof shall, for the purpose
of calculating the payments to be made by the lessee by way of rental for
such dam, be deemed to be the sum actually so expended, but not exceeding
$20,000,000, for said Cove Creek dam (exclusive of locks and navigation
facilities) and $5,000,000 for any locks and navigation facilities appurtenant
to said Cove Creek dam, and $10,000,000 in the aggregate for said Senator
Dam, said Melton Hill Dam, and said Clinton Dam (exclusive of locks and
navigation facilities), and $5,000,000, in the aggregate for any locks and
navigation facilities appurtenant to said three dams last above mentioned,
unless such amounts be increased by mutual agreement between said Chief
of Engineers and the lessee.
And (c) annually, in installments quarterly in advance, for -repairs and

maintenance of any such dam or dams so purchased by the lessor and for
operation of its locks, $15,000 each for said Senator Dam and said Clinton
Dam, $25,000 for said Melton Hill Dam, and $50,000 for said Cove Creek Dam.
In the event the lessor shall purchase any one or more of said dams as

aforesaid and the same shall become a part of the demised premises, the
lessee will, during the term of his lease, supply to the lessor, free of all charge,
electric power necessary for the operation of the locks of such dams; the same
to be delivered at any points on their respective lock grounds designated by
the Chief of Engineers of the United States Army.
As respects any dam or dams so purchased by the lessor as aforesaid, the

construction of which shall not have been fully completed by the said sub-
sidiary corporation at the time of such purchase, the lessor covenants and
agrees to acquire, by good and marketable title, free from all defects and en-
cumbrances, all such lands, rights, easements, and servitudes as may be neces-
sary for the construction, operation, and maintenance of such dam or dams,
and to complete the construction thereof in good faith and with reasonable
diligence in accordance with said plans and specifications.
U. In this indenture has intervened said American Cyanamid Co., which,

pursuant to a resolution duly adopted by its board of directors on the  
day of  , 192—, a copy of which duly certified by its secretary under its
corporate seal, is hereto annexed, hereby for itself and its successors and
assigns waives the royalties hereinbefore described and guarantees the per-
formance by the lessee of all financial obligations placed upon said lessee by this
lease.
In witness whereof the parties hereto and said American Cyanamid Co. have

caused their respective corporate names to be hereunder subscribed and their
, respective corporate seals to be hereto affixed and attested by officers duly

authorized so to do.
[ SEAL. ] UNITED STATES OF AMERICA,

By 
Secretary of War.

Attest:

[ SEAL. ]

Attest:

[SEAL.]

Attest:

, Its Secretary.

, Its Secretary.

AIR NITRATES CORPORATION,
By 

Its President.

AMERICAN CYANAMID CO.,
By 

Its President.



Hon. CHARLES S. DENEEN,
Chairman Joint Congressional Committee,

on Muscle Shoals Project, Washington, D. C.
The undersigned herewith submits a plan to provide for the pres-

ervation, maintenance, operation, and use of the United States
Muscle Shoals project for war, navigation, fertilizer manufacture, the
production and utilization of electric power, and other purposes, and
submits herewith a draft of bill intended to completely provide for all
the things necessary to make the plan operative.
The undersigned submits the foregoing as a formal proposal, and

that he and two associates will act as incorporators of the corporation,
as in the plan referred to, and that he and two or more associates will
do or cause to be done by or for said corporation, all things necessary
to enable it to assume and perform its obligations under said bill if
enacted, including the formation of the necessary corporate, financial,
and operating organization and providing the corporation with the
necessary funds therefor.
In submitting this proposal the undersigned desires to state that as

a result of investigation, sufficient information and data are in hand to
enable the undersigned and associates, if the foregoing proposal is
accepted and the plan made operative by the enactment of the bill, to
have said corporation submit to the board of research within 10 days
after the organization of such board a general plan or scheme for the
remodeling of the present nitrate plants for the installation and use
of a process for fertilizer production as in the bill provided, and it is
believed that upon investigation the board of research will determine
that said process can be installed within a reasonable cost for remodel-
ing said plants and without interfering with their availability for war
uses, and that Such process will be entirely feasible and efficient for
carrying out the purposes of the bill; and, further, that if said process
and scheme for installation is adopted, production of fertilizer can be
accomplished within one year. The adoption or rejection of such
scheme of remodeling and/or of such process of manufacture,however,
will of course be solely at the discretion of said board of research.
H. D. Walbridge Co., investment bankers, of New York City, of

which company the undersigned is president, will purchase the
securities of the corporation referred to in the bill to provide funds
required by the lessee under this plan.

All of which is most respectfully submitted.
FREDERICK T. HEPBURN.

EXHIBIT D

PROPOSAL PLAN BILL BY FREDERICK T. HEPBURN, NEW YORK

MARCH 31, 1926.
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A PLAN TO PROVIDE FOR THE PRESERVATION, COMPLETION,
MAINTENANCE, OPERATION, AND USE OF THE UNITED STATES
MIISCLE SHOALS PROJECT FOR WAR, NAVIGATION, FERTILIZER
MANUFACTURE, THE PRODUCTION AND UTILIZATION OF ELEC-
TRIC POWER, AND OTHER PURPOSES

The general scope of the plan is below outlined:
(1) A charter for a corporation.
(2) The creation of several governing, advisory, and regulatory

boards for the general purpose of coordinating and defining the Gov-.
ernment's interests and requirements as owner and the corporation's
activities and responsibilities as lessee and operator.
(3) A lease of the Muscle Shoals property to the corporation for a

period of twenty-five (25) years.
(4) The separation of the corporation's operations under the lease

into the following divisions:
(a) Construction division.
(b) Power division.
(c) Fertilizer division.
(d) General and miscellaneous division.
(5) The creation of several funds by the corporation for several

specific purposes and uses.
(6) The terms and conditions under which the corporation shall

act as agent in completing certain items of uncompleted construction
work and in designing and constructing any additional works on the
leased property or on or along the Tennessee River and/or its tribu-

• taries.
(7) Specific provisions for taking over by the Government in time

of war, and the terms and conditions of settlement with the corpora-
tion in such event.
(8) Specific provision for turtling back the property to the Govern-

ment at the expiration of the lease.
From the foregoing the fundamental or basic ideas of the plan may

be summarized:
The corporation, with its rights, powers, obligations, and responsi-

bilities fully set forth in the bill, will, as lessee, be obligated to pre-
serve the property for war uses, and to operate it subject to war uses
for a period of twenty-five years. In operating the property the
corporation will be obligated to produce fertilizer, during the full
period of the lease, and at all times without either profit or loss to
the corporation.
In order to encourage economical and efficient management and

operation, and a continuous betterment, from year to year, of the
art of manufacturing fertilizers and/or fertilizer bases, the corpora-
tion will receive the benefit of fifty per cent of the saving effected
in any year in the cost of production over that of the previous year,
thus providing the incentive necessary in any commercial enterprise
for economy, efficiency, and improvement in the art.

Acting as production managers in so far as fertilizer is concerned,
the corporation will be governed by an independent board of review
in all matters regarding fertilizer, and this board, to be appointed
by the Secretary of Agriculture from representative farm and agri-
cultural organizations, shall prescribe and regulate the manner and
extent of fertilizer manufacture, the method of distribution, and shall
fix, change, and regulate from time to time the sale price of fertilizer
to the farmers of the United States. The board of review in doing
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all these things will be limited and prescribed by the funds available
from the fertilizer fund.
The corporation shall furnish the electric power required for

fertilizer manufacture, under the same terms and conditions and at
the same rates charged by it for power sold others under like con-
ditions as to amounts and times and conditions of use, and shall in
cooperation with the board of research and the board of review
endeavor to utilize the cheaper classifications of power for fertilizer.
The corporation shall maintain and operate, subject to the fore-

going provisions, all plants, and do all things incident to the fertil-
izer business, without either profit or loss to the corporation, during
the full period of the lease. While the corporation will thus be
obligated to manufacture fertilizer during the full period of the
lease, nevertheless the board of review will be vested with authority,
in its discretion, to discontinue such production in case it should be
to the interest of the Government so to do.

FERTILIZER DIVISION

The process to be initially used in the manufacture of fertilizer is
to be determined by a board of research, the members appointed by
the Secretary of Agriculture and selected from the Government
Research Laboratory at Washington, the corporation to have the
right to one member on this board. To enable full benefit to be
derived from results and experience gained in operation, this research
laboratory is to be continued and supported by a contribution of
$150,000 per annum by the Government and a like amount by the
corporation from the earnings of its power division. Any and all
changes, improvements, or modifications in process used in fertilizer
manufacture to be on recommendation or with approval of the board
of research.
Every phase of the fertilizer business, excepting only the operation

of the fertilizer production plants, is thus placed, outside of the
corporation's control, in the hands of these two independent boards,
coordinating as outlined and with their separate responsibilities and
powers clearly demarked.

POWER DIVISION

The plan further contemplates the corporation operating its elec-

tric power business segregated from its other activities as a power

'division. The rates to be charged by the corporation for electric

service shall be subject to regulation by any State commission or

other governmental body at the time having jurisdiction, and all

electric service rendered, excepting only for navigation purposes,

shall be without discrimination to users under like conditions, and

any power used by the corporation in any and all of its divisions shall

be considered on the same basis as that furnished any customer

under like conditions. Any other public services, if rendered by the

corporation, shall be similarly based and regulated.

CONSTRUCTION DIVISION

The corporation will also be obligated to organize a construction

division competent and to act as agent for the Government in complet-
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ing certain items of construction work and in designing and construct-
ing any additional dams, power plants, and/or other works deter-
mined upon in connection with the project. All of the terms and
conditions for its so acting in any event are provided for, including
the basis for a fixed fee in each case.

RENTAL

Commencing with the calendar year following the placing in com-
mercial operation of Dam No. 2 with eight generating units, and for
each succeeding calendar year until all of certain items of uncom-
pleted work listed are placed in commercial operation, the corpora-
tion shall pay an annual rental equivalent to ten per cent of its gross
sales of power in each such calendar year; but, commencing with the
calendar year following the year in which the last of the items of
uncompleted work shall be placed in commercial operation, the
rental shall be an amount equal to fifty per cent of the net earnings
of the corporation from all of its activities, after deducting expenses,
interest, taxes, and the various payments into specified funds and
cumulative dividends on its outstanding preferred stock.

NAVIGATION

The corporation shall at all times furnish free of charge to the Gov-
ernment all electric current for power and light necessary for the
operation of locks at all dams included in the leased property. The
Government shall furnish and pay for all other costs and expenses
and have full charge and responsibility for all navigation facilities
incident to the project.

TRANSMISSION LINES

In order that the corporation may not be entirely dependent upon
marketing the excess of power not required for fertilizer at wholesale
to other power companies, whose transmission lines may reach or
may be extended to reach the project, and that the corporation may
directly sell and deliver power to communities or other power users
beyond the limits of the project, the Government shall construct or
cause to be constructed such transmission lines, if any, as the board
of industrial development may approve, such lines if built becoming
part of the leased property.

FUNDS TO BE ESTABLISHED

The corporation shall set aside annually, after completion of the
particular named items of uncompleted work, to a depreciation fund
(power division), an amount determined at a stated percentage on
the value of the items constituting the power property (the actual
figures being given in the bill), and shall also set aside in each such
year $100,000 to an emergency fund, and $300,000 annually to a
research fund.

SALVAGE FUND

The corporation, with the approval of the board of industrial
development, may sell property, materials or supplies not needed
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for construction, maintenance, or operation of the leased property,
and the net proceeds from such sales shall be credited to a salvage
fund. Said fund becoming part of the leased property may be used
by the corporation for the purchase of other useful property, or, to
the extent not so used, may be used for other corporate purposes on
or in connection with the leased property. Upon the termination
of the lease, said fund as then constituted shall be turned over to the
Government.

CIVIL AND MUNICIPAL JURISDICTION

The corporation shall not have any political, civil, or municipal
jurisdiction, functions, powers, or responsibilities whatsoever. To
the extent that police protection covering the leased property is not
furnished or provided by the local authorities, the Government shall
furnish or provide the same at its expense.

CORPORATE FINANCING

The corporation shall, through the sale of its corporate stock and
obligations, provide the working capital necessary for its operation
of all the plants and departments of the leased property, excepting
only the working capital incident to the manufacture and sale of
fertilizer, which is to be supplied by the Government and form part
of the fertilizer fund.

BOARD OF INDUSTRIAL DEVELOPMENT

As this project was conceived and undertaken incident to the
World War and is to be preserved and kept available for use in any
future war, and subject to such use in the event of war it is desirable
to have it utilized in so far as possible for the greatest national good
in peace times. This plan is based on the assumption that no greater
benefit nationally can be derived from the project than to produce
fertilizer and distribute the same to the farmers at such cost to them
that its proper use in proper quantities will insure increased produc-
tivity of the soil, a result of direct benefit not alone to the farmer,
but, in view of the prime importance of the agricultural industry
both in times of war and peace, of very certain, even if indirect,
benefit to all the people. But aside from and beyond these principal
objectives of war use and fertilizer production, and the improved
navigation facilities, there remains the possibility of developing and
utilizing the property of the Government included in the project,
and the power available in excess of the amount required in peace-
times for fertilizer and for navigation, along lines and in ways and
for purposes in conformity with some plan evolved from the study
and consideration of the conditions and their possible coordination
with the needs and resources of the Nation, industrially and eco-
nomically. This plan, therefore, provides for a board of industrial
development to work out such a plan for the guidance of the cor-
poration.

FERTILIZER FUND

In order to accomplish the utilization of the project in such man-
ner and under such conditions as to render the greatest assistance
possible in the improvement of the farm lands of the Nation as to
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the -productivity of the soil thereof, the plan provides for the pro-
duction of fertilizers and/or fertilizer bases at the least possible cost
to the farmers, thus insuring the greatest possible use thereof and
benefit to the principal industry of the Nation, and for the manage-
ment and operation of the fertilizer business for the Government and
the farmers by the corporation, without profit or loss, subject at all
times to the direction and control of the board of review and the
guidance and aid of the board of research, neither of which boards
will be controlled by the corporation.
The plan contemplates that if (and statistics seem to amply verify

•the assumption), a greater use of fertilizers and fertilizer bases will
increase the productivity of the soil, the results will inure to the
Nation as a whole and to all its inhabitants, and such results fully
warrant and justify the removal of the fertilizer business of this proj-
ect, as this plan contemplates, from the ordinary strife and influences
of business and commerce.
Public opinion has correctly crystallized in the thought that the

support of agriculture is the chief problem to consider in connection
with the Muscle Shoals project. If the art of producing nitrates in
sufficient quantity and at a cost that will insure their general use in
agriculture in the United States can be developed at this project, the
benefit to the country at large can not be measured. The area of the
United States devoted to agriculture is so enormous that any increase
in the productivity thereof would return to the Nation as a whole
such enormous profits that any sum of money expended to accom-
plish such a result would be negligible.
For the project to be of any material benefit to the agricultural

interests of the country requires the production of nitrates in enor-
mous quantities. For the corporation to assume the risk of develop-
ing a new art or of making a commercial success out of a demon-
strated process on the enormous scale required for any material
benefit to agriculture as a whole in the United States, would not only
require a profit but a very high percentage of profit to such corpora-
tion. With this Government-owned plant as a nucleus, constructed
originally as a war measure and necessary and desirable to preserve
for possible future war uses, the Government, representing all the
people, can and should do all the things necessary to make this proj-
ect available for the support of agriculture without direct profit or
return therefrom during peace times, and the Government will be
justified in so doing, in the assurance of the direct benefit to the
avricultural industry and the indirect benefit thereby to the whole
Nation. Only the Government, however, can afford the use of funds
for such purpose, and it is appropriate, therefore, that all the revenue
which the Government derives from this project should be devoted
to such use.
The annual rental herein provided would, if treated as amortization

and placed at compound interest, be more than sufficient to retire
the total expenditure heretofore made and herein provided to be
made by the Government in connection with the Muscle Shoals
project, but inasmuch as a large part of this expenditure has been
made directly incident to the World War and can and should be con-
sidered as part of the cost of that war, and as much of this project is,
under this plan, to be preserved for the Government's use in any
future war, and in the meantime, if utilized to aid and assist in the
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national problem of improving the productivity of the soil, can and
should be carried by the Government without burdening such use
with the cost of amortization, this plan provides that the rental to
be paid for the leased property by the corporation will be used to
create a fertilizer fund and should, after full rental period begins,
provide more than sufficient funds to completely finance the fertilizer
division. In the initial period, and from time to time thereafter,
any additional funds needed for the fertilizer business are to be sup-
plied by the Government, if the scope or extent of such business
determined upon by the board of review necessitates.

THE TWENTY-FIVE-YEAR PERIOD

Concerning a property of this magnitude and character it is
impossible to foretell with any exactness or certainty at this time
what an equitable rental should be, covering a period of fifty years,
and it has therefore been deemed advisable and more just to make the
period of the lease for twenty-five years and thereafter to allow for
readjustment of rental and other terms of the lease, the corporation
to have the preference in an extension of the lease beyond the twenty-
five years' period.

PRESERVATION FOR WAR PURPOSES

The authority and jurisdiction of the Secretary of War at all times
as to anything done or proposed as regards the possible effect thereof
in reference to restoration of the project in time of war will be fully
preserved. The project having been developed and paid for as a
war measure and for war purposes, it is the intent of the plan to
fully provide for the preservation of the property for future war uses
and to provide for its development and use in peace times without
interference with its restoration for war purposes in the event of a
future war.

Dated March 31, 1926.

A BILL To provide for the preservation, completion, maintenance, operation,

and use of the United States Muscle Shoals project, for war, navigation, ferti-

lizer manufacture, electric power production, and other purposes, and in con-

nection therewith, the incorporation of the United States Muscle Shoals Cor-

poration and the lease to it of the said project.

Be it enacted by the Senate and the House of Representatives of the
United States of America in Congress assembled:
SECTION 1. This act shall constitute the charter of the United

States Muscle Shoals Corporation and a contract and lease by and

between the United States of America and the 6orporation covering

the Muscle Shoals project, upon the terms and conditions herein-

after contained in this act.

INCORPORATION OF THE UNITED STATES MUSCLE SHOALS CORPORATION

SEC. 2. There is hereby created and incorporated a corporation,

under the name United States Muscle Shoals Corporation, for the

purpose and objects, and to have, possess, and exercise the powers,

rights, privileges, and authorities, in this act provided, and to exist
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for a period of thirty years from the enactment of this act, or until
five years after the termination of the lease of the Muscle Shoals
project provided for in this act, whichever may be the later date;
extensions and/or re-leasing considered.
SEC. 3. In addition to the purposes, objects, rights, powers, and

authorities elsewhere in this act conferred upon the corporation,
it shall have and possess the following: To exist and have succession
by the name United States Muscle Shoals Corporation for the period
of its corporate existence; to adopt, use, and, at -pleasure, alter a
common or corporate seal; to sue and be sued and to complain in
any court of law or equity; to make, amend, repeal, and reenact
by-laws, not inconsistent with the Constitution of the United States
of America or with this act, for the management of its property and
business and the regulation and government of its affairs, including
the holding of meetings of its stockholders, directors, and committees,
the certification, issue, transfer, and voting of its capital stock, the
election, appointment, powers, duties, and terms of office of its
directors, officers, committees, and agents, the manner of filling
vacancies, and fixing and changing the number of its directors, not
less than five; to appoint such officers, attorneys, agents, and other
employees as the business of the corporation shall require, and to
allow them suitable compensation; to make and enforce all contracts,
and to acquire, hold, and dispose of all property, real and personal,
necessary, appropriate, convenient, or suitable in carrying on its
business; to borrow money for its proper corporate purposes, and to
issue its bonds, notes, and other evidences of indebtedness, secured
or unsecured, bearing such rate of interest as the board of directors
of the corporation may fix and determine; to engage in foreign trade;
to conduct its business, and to hold, purchase, convey, and otherwise
dispose of, real and personal property anywhere in the United States
of America or elsewhere; to purchase or otherwise acquire, hold,
sell, and otherwise dispose of, shares of stock and other securities,
and while the owner thereof to exercise all rights of ownership in
respect thereof; to invest or reinvest and otherwise safeguard its
surplus funds and the funds in its possession or cuStody; to organize
or create such organizations, agencies, associations, and other in-
strumentalities as may be necessary or appropriate for carrying out
the objects and purposes of this act; to enter upon and take possession
of the Muscle Shoals project, as lessee under and by virtue of this
act, to the extent herein leased and during the term of the lease
herein provided, and to construct, reconstruct, maintain, manage, use,
and operate the same and each and every part or portion thereof;
to have, possess, and exercise all purposes, objects, rights, powers,
and authorities provided for in or conferred upon it by this act, or
requisite to carry out the provisions of this act and of the lease and
contract, provided for herein on its part to be observed or performed;
and to do any act or thing, to the extent not inconsistent with the
provisions of this act, that any other corporation or individual rimy
or could do, or which may be necessary or appropriate in order to
accomplish the objects of its incorporation and the purposes of this act.
SEC. 4. The business of the corporation shall be managed, directed,

and conducted by a board of directors, a president, a secretary, a
treasurer, and such other officers as the by-laws may provide,
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SEC. 5. Frederick T. Hepburn, of the city of New York, and two
persons to be selected by him, shall be and are hereby designated as
the. incorporators of the corporation, and as such shall adopt its
initial by-laws, shall prescribe the number of and elect the first board
of directors and take such other action as may be necessary to com-
plete the organization of the corporation.
SEC. 6. If the by-laws of the corporation shall so provide, the board

of directors may by resolution designate three or more of their num-
ber to constitute an executive committee, who, to the extent pro-
vided in such resolution or in the by-laws, shall have and may exer-
cise the powers of the board of directors in the management and
conduct of the business and affairs of the corporation between meet-
ings of the board of directors, including the power to authorize the
seal of the corporation to be affixed to all instruments which may
require it.
SEC. 7. The corporation shall have such authorized capital stock,

divided into such number of shares and into such class or classes,
each class to have such par value, and/or to be without par value,
and to have and be subject to such preferences, privileges, limita-
tions, and restrictioris as to dividends and assets, voting powers or
otherwise and to be subject to redemption, purchase, or other retire-
ment upon such terms, and/or to be convertible into other class or
classes of stock upon such terms, as the by-laws of the corporation
shall from time to time prescribe. Every provision contained in the
by-laws, dealing with the authorized capital stock of the corporation
and the classification or reclassification thereof, shall be adopted, and
shall be subject to alteration, amendment, or repeal, only with the
vote or consent of the majority of the shares outstanding at the time
entitled under the by-laws to vote therefor. Shares of stock without
par value shall be issued for such consideration as shall be fixed,
from time to time, by the board of directors, if authorized to do so by
the by-laws of the corporation, and, if not so authorized, then as shall
be fixed by the stockholders of the corporation at the time entitled
to vote. Shares of stock having a par value may be issued for cash
or for property having a fair value, in the judgment of the board of
directors, of not less than the par value thereof. Any class of stock
entitled to preferred cumulative or noncumulative dividends, b.ut
without the right to --)articipate in earnings in excess of the prescribed
rate of dividend, shad only be sold for cash and, if having a par value,
at no greater discount than the security market conditions at the
time may make necessary in the judgment of the board of directors.
As and when any shares of stock of whatever class are issued, the
corporation shall file; within sixty days thereafter, with the Secretary
of War, a certificate, signed and verified by its president or a vice
president and by its treasurer or an assistant treasurer, stating the
number of and describing the shares so issued and the consideration
to the corporation therefor. All shares of stock of the corporation of
whatever class, when issued, shall be full paid and nonassessable in

the hands of the holders. Until otherwise provided by the by-laws,

the authorized capital stock of the corporation shall consist of three
hundred thousand shares of nonvoting 7 per cent cumulative pre-
ferred stock, of the par value of $100 per share, and three hundred
thousand shares of common stock without par value.
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SEC. 8. The corporation shall file with the Secretary of War,
within thirty days after the adoption thereof, a certified copy of
its by-laws and of each and every alteration, amendment, repeal or
reenactment thereof. The corporation shall also, as and when
requested by the Secretary of War, file with him a certified list
showing the names and addresses of its stockholders and the number of
shares of each class of stock respectively held. The corporation
shall at all times keep on file with the Secretary of War certified
reports showing the persons constituting its board of directors and.
the names of its president, secretary, and treasurer, and their respec-
tive addresses.
SEC. 9. The principal office and place of business of the corporation

shall be located at Muscle Shoals, Alabama. The corporation may
have offices for the transaction of its business and may hold meetings
of its stockholders, directors, and committees at such other place or
places as the by-laws may permit.
SEC. 10. Immediately upon the enactment of this act a copy thereof,

certified by the Secretary of State, shall be furnished to the corporation
herein named, and within sixty days after the enactment of this act
the corporation shall, by resolution of the board of directors, accept
this act and each and every term and provision herein contained, and
shall therein agree to carry out and perform the same, and a copy of
such resolution, certified by the secretary or/and assistant secretary
of the corporation, under its corporate seal, shall be filed in the office
of the Secretary of State and shall become a public record, and the
corporation shall have and possess no rights or powers under or by
virtue of this act, until such acceptance is so filed, other than the
power to organize, including the election of officers, and to appoint or
designate its representatives on the several controlling boards pro-
vided for in this act.
SEC. 11. Within sixty days after the enactment of this act, or

prior to such later date as may be fixed from time to time in writing
by the Secretary of War, the corporation shall file with the Secretary
of War an affidavit setting forth that it has enforceable contracts
for the sale of its stocks to produce at least $1,000,000 in its treas-
ury as and when required by it for the corporate needs, and there-
after, at the times provided for elsewhere in this act, and within
ninety days after the filing of such affidavit as respects such portions
of the leased properties for which no such express provision is else-
where contained in this act, the corporation shall take over any and.
all operating portions of the leased property and relieve the Govern-
emtn and/or its agents or lessees of further operating cost and respon-
sibility therefor, and until each portion of the leased property is so
taken over, the Government shall, at its expense, continue the
operation, maintenance, management and control thereof.

CONTROLLING BOARDS

SEC. 12. A board of industrial development, of seven members,
shall be created consisting of an executive officer of the corporation,
who shall be the chairman thereof, and three persons (who may be
otherwise employed or retained by the corporation), appointed by
the board of directors of the corporation, the Secretary of War or a
person appointed by him, the Secretary of Agriculture or a person
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appointed by him, and the Secretary of Commerce or a person ap-

pointed by 'him. Each member so appointed shall serve for such

term as shall be fixed by his appointer, and vacancy in the office of

any member, whether caused by death, removal, resignation, failure

to act, expiration of term of office, or for any other reason, shall be

filled by his respective appointer. Any appointed member of said

board may be removed at any time, with or without cause, by his

respective appointer. The members of this board shall receive such

compensation, as members thereof, as shall be mutually agreed upon

by the various appointers, the same to be paid out of the fertilizer

fund. The board of industrial development shall, for the guidance

of the corporation, from time to time—
(a) Confer with the Secretary of War, and work out, and fr

om

time to time whenever necessary or advisable, amend, alter, o
r

supplement a general plan covering .the war uses of the projec
t,

particularly as to the use thereof by the corporation being 
at all

times subject to the use of the Government in time of 'war; and
,

subject to such plan,
(b) Confer with the Secretary of Agriculture, and work out, 

and

from time to time whenever necessary or advisable, amend, al
ter,

or supplement a general plan covering the fertilizer uses 
of the

project; and the corporation shall observe and conform to
 the pro-

visions of the foregoing plans; but nothing in this section is
 intended

to confer upon the board of industrial de-velopment any of the

authority or power conferred by this act upon either th
e board of

research or the board of review, and every plan cover
ing fertilizer

uses of the project, worked out by the board of indust
rial develop-

ment, shall be in harmony, and not inconsistent, with all a
ction taken

by the board of research and the board of review; and,
 subject to

the foregoing plans,
(c) Confer with the Secretary of Commerce, and wo

rk out, and

from time to time, whenever necessary or desirable, am
end, alter, or

supplement recommendations for the development of
 the industrial

activities of the project and within transmission dist
ance thereof,

and as to the classes of industry best suited to the
 locality, taking

into consideration the industrial and commercial li
fe of the Nation

as a whole.
SEC. 13. (a) A board of research shall be created. 

It shall consist

of five members. The Secretary. of Agriculture shall appoint four

members of this board, one of whom shall act as c
hairman thereof,

and one member shall be appointed by the board of direc
tors of the

corporation. The term of office of each member so appointed
 shall

be fixed by his respective appointer at the date o
f his appointment,

and any vacancy in the office of any member,
 whether caused by

death, removal, resignation, failure to act, expi
ration of term of

office, or for any other reason, shall be filled by 
his respective ap-

pointer. Any appointed member of said board may be rem
oved at

any time, with or without cause, by his respecti
ve appointer. Each

member of said board, other than the representa
tive appointed by

the corporation, shall receive such compensati
on, if any, as shall be

fixed by the Secretary of Agriculture; the same t
o be paid out of the

fertilizer fund.
(b) The board of research shall, as promptly as

 possible after the

enactment of this act, determine the processes
 to be used by the
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corporation on the Muscle Shoals project for the production of fer-
tilizers and/or fertilizer bases, and shall also determine the nature
and extent of whatever changes, additions, and extensions to the
nitrate plants and other property may be necessary or appropriate in
order to carry out and accomplish the purposes and objects of this
act respecting the manufacture, storage, sale and distribution of
fertilizers and/or fertilizer bases, and shall have supervisory powers
in the completion of such construction and reconstruction and placing
the same in operation, and thereafter, through continued research and
experimentation, shall recommend or advise as to changes, better-
ments, and substitutions required in connection with the processes
to be employed by the corporation in the manufacture of fertilizers
and/or fertilizer bases. In the selection originally of the processes to
be used for fertilizers and/or fertilizer bases and of each and every
change therein as in this section provided, the board of research
shall act only with the approval of the Secretary of War is so far as
such process or change may affect or be adaptable for the manufacture
of explosive bases: Provided, however, That any action of the board
of research, submitted to the Secretary of War for review, by either
the board of research or the corporation, shall be deemed to have
been approved by him unless disapproved by him within thirty days
after the date of submission.
(c) The corporation shall contribute from the research fund (when

sufficient funds are therein available) hereinafter provided for in
section 45 of this act, $150,000 per annum toward the maintenance
and operation of the Government's nitrate research laboratory, at
Washington, D. C., so long as said laboratory shall be continued by
the Government, and the Government shall contribute a like amount
for the same purpose; an appropriation being hereby authorized
and made in the sum of $150,000 per annum for this purpose. The
corporation shall be entitled at all times to receive and have the
benefit of any and all results attained in said laboratory.
(d) The corporation shall carry out and put into effect all recom-

mendations of said research board, not inconsistent with the provisions
of this act, and shall pay the cost thereof out of the fertilizer fund,
and if the amount in the fertilizer fund at the time shall not be
sufficient, all additional funds which may be requisite shall be fur-
nished or reimbursed to the corporation by the Government.
SEC. 14 (a) A board of review shall be created. The number of

members thereof shall be, from time to time, fixed by the Secretary
of Agriculture. The Secretary of Agriculture, or a person appointed
by him, shall be a member and act as chairman. One member shall
be appointed, and any vacancy, from whatever cause, in the office
of such member shall be filled by the board of directors of the cor-
poration, and each member so appointed shall serve for such term as
shall be fixed by the said board of directors. The remaining mem-
bers shall be appointed by the Secretary of Agriculture for such term
or terms as the Secretary of Agriculture shall fix, and the board
originally selected by him shall include representatives, one from
each, of the following farm associations:
American Farm Bureau Federation.
The National Grange.
Wheat Growers' Association of the United States of America.
Tobacco Growers' Cooperative Association.
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American Cotton Association, and
National Corn Association.
Each of said associations shall be requested by the Secretary of

Agriculture to name and designate its respective representative on.
said board of review at such time as, in the judgment of the Secre-
tary of Agriculture, said board should, under the provisions of this
act, commence to function, and thereafter the Secretary of Agricul-
ture shall, by appointment or such other method of selection, and
for such term of office as he may, from time to time, judge best,
fill any and all vacancies in the office of members appointed by the
Secretary of Agriculture, whether from resignation, removal,' death,
failure to act, expiration of term of office, failure of designation, or
whatever other cause, and the representatives on said board shall,
in so far as practicable, during the full period of operatio i of the
fertilizer plants provided for in this act, be identified with the asso-
ciations selected or with the branches of the farm industry and agri-
culture now represented by such associations. Any appointed mem-
ber of said board may be removed at any time, with or without cause,
by his respective appointer.
(b) The board of review shall select a permanent secretary (and

shall fix his term of office and shall have sole power of removal of
said secretary and power of election of his successor), whose whole
time shall be devoted to the work of such board and to the gathering
and compiling of data and information for the use of the board and
the corporation relating to the marketing and distribution of fer-
tilizers and/or fertilizer bases to the farmers of the United States.
Any salary or expenses to be paid or allowed to the members of the
board of review, or to the secretary thereof shall be allowed and
fixed by the Secretary of Agriculture. All salaries and expenses
provided for in this subparagraph (b) shall be paid out of the fer-
tilizer fund and shall be charged to the cost of manufacturing, selling,
and distributing fertilizers and/or fertilizer bases.

(c) The board of review shall have full power and authority to
prescribe the policy to be carried out by the corporation as to the
marketing and distributing of the fertilizers and/or fertilizer bases,
and any expenses in carrying out the policies determined from time to
time by the board of review for the sale and distribution of ertilizers
and/or fertilizer bases shall be paid out of the fertilizer fund and
shall be charged to the cost of manufacturing, selling and distribut-
ing fertilizers and/or fertilizer bases.
SEC. 15. The action of a majority of the members of either the board

of industrial development, the board of research, or the board of
review, created in and by this act, at the time in office (original. or
successors), expressed from time to time at a meeting, or by a writing
without a meeting, shall constitute the action of the respective board
and shall have the same force and effect as if taken and assented to
by all of the members of the respective board at the time in office.
Each such board may from time to time fix the time and place for
holding meetings and adopt its own rules of procedure. A resolution
certified by the secretary or an assistant secretary of the respective
board as having been duly adopted by said board at a meeting thereof
duly and regularly held, may be accepted by any officer of the Govern-
ment, by the corporation and by any other person or party as evidence
of the due adoption thereof and that the same is m full force and



106 MUSCLE SHOALS

effect. Any notice or other communication of the corporation to
any such board shall be sufficiently given if mailed or delivered to
the chairman or secretary thereof.

LEASE

SEC. 16. All of the property and rights, real and personal, of
whatever kind and character and wherever located, now or here-
after constructed for or by, or owned by, the United States of America
in connection with or forming a part of, or for use in connection with,
the Muscle Shoals project (elsewhere herein referred to collectively
as the "leased property"), are, by virtue of this act, and without
further act or deed, leased to the United States Muscle Shoals Cor-
poration, its successors and assigns, at the rental and upon and sub-
ject to the terms, covenants, and provisions in this act provided,
and for a term beginning on the date of the enactment of this act and
ending at the expiration of twenty-five years thereafter; and during
said term the corporation shall have possession of the leased property
and shall be entitled to receive, possess, and enjoy the income,
issues, earnings, and profits thereof, except as otherwise expressly
provided in sections 30 and 31 hereof. Without limiting the generality
of the foregoing, the leased property shall include: (a) Nitrate plant
numbered 1 at Sheffield, Alabama, the Government reservation in
connection therewith and all property of every kind appurtenant
thereto, forming part thereof or used in connection therewith; (b)
nitrate plant numbered 2 at Muscle Shoals, Alabama, the Govern-
ment reservation in connection therewith and all property, real and
personal, of every kind appurtenant thereto, forming part thereof or
used in connection therewith; (c) Waco Quarry, near Russellville,
Alabama, the Government reservation in connection therewith and
all property, real and personal, of every kind appurtenant thereto,
forming part thereof or used in connection therewith; (d) Dam num-
bred 2 and Dam numbered 3 (as designated in House Document,
1262, Sixty-fourth Congress, first session), the Government reserva-
tion in connection therewith and all property, real and personal,
of every kind appurtenant thereto, forming part thereof or used in
connection therewith, including riparian rights, power stations,
hydroelectric and/or steam-electric, tracks, machinery and equipment,
now or hereafter owned, acquired or controlled by or for the Govern-
ment in connection with each or any of the foregoing; (e) all real
estate, power houses (including steam station near nitrate plant
numbered 2), substations and accessories, dwellings, fire stations,
laboratories, hospitals, offices and equipment, heating plants and
other buildings and structures, town sites, waterworks, ice plants,
works and improvements, now or hereafter owned or acquired by the
Government for and in connection with or forming a part of the project;
(I) all machinery, tools, equipment, automobiles, trucks, accessories
and materials, including stores, supplies, finished and raw materials;
(g) all railroalls and street railroads, now or hereafter constructed,
including all tracks, engines, cars, tools, appliances, shops, and all
materials, supplies, buildings, offices, and all accessories and equip-
ment of all kinds now or hereafter on hand or in use in connection
with the construction, maintenance and/or operation of said rail-
roads; (h) all transmission lines, substations and equipment, acces-
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sories or appliances in connection therewith, now or hereafter owned
or constructed by or for the Government in connection with or form-
ing part of the project; (i) office buildings, furniture and equipment
and supplies; (j) all construction plants, buildings, tools, appliances,
materials, supplies and accessories acquired for or in connection with
the construction work incident to the leased property, and now or
hereafter on hand or in use; (k) all processes, patents and rights
now or hereafter forming part of or appertaining to or connected
with the project or available for use therewith; (1) all plans, maps,
drawings, specifications, records, statements,_ lists, schedules, etc.,
connected with the project, together with all records of tests and
operations to date; (m) and all other property, real and personal,

aincludin riparian rights, heretofore or hereafter acquired or con-
structed'or used by or for the Government in connection with or
forming part of the project. The leased propertyshall also include
the salvage fund, the fertilizer fund and the amortization fund here-
inafter provided for. The United States of America will at all times
defend and warrant its title to the leased property and peaceful pos-
session thereof at all times during the full term of the lease by the
corporation as its lessee.
SEC. 17. The corporation shall pay an annual rental for all of the

leased property, commencing with the calendar year following the
placing: in commercial operation of Dam numbered 2 with an equip-
ment of eight generating units, and for each succeeding calendar year
thereafter until all of the items of uncompleted work, referred to in
subparagraph (d) of section 41 of this act, are placed in commercial
operation, an amount equal to 10 per centura of the gross sales of
power in each such calendar year; but, commencing with the calendar
year following the year in which the last of the items of uncompleted
work shall be placed in commercial operation, the rental shall be an
amount equal to 50 per centum of the net earnings of the corporation
from all of its activities, after deducting all operating expenses, interest,
taxes, research fund payment of $300,000, emergency fund payment
of $100,000, depreciation fund payment of $627,219, and cumulative
dividends on its outstanding preferred stocks.
SEC. 18. All patents, processes, and formulze now or hereafter dis-

covered for and in connection with the fertilizers and/or fertilizer
bases, belonging to, or to the extent that same shall belong to, the
Government, shall be included in the leased property and shall be
held from publication in the same manner as other Government
processes of like character; the Government having the right, how-
ever, to use the same direct at all times without compensation to the
corporation for such use. All patents, processes, and formulw pur-
chased, discovered and/or otherwise acquired or controlled by the
corporation and which may be used in connection with the manu-
facture of fertilizers and/or fertilizer bases at this project, shall be and
remain the property of the corporation; but the Government shall
have the right, however, to use te same direct at all times dining the
life of said lease, in the manufacture of explosive bases, without com-
pensation to the corporation for such use, to the extent that the cor-
poration shall have the right to grant such use. Any processes,
patents, and formulm, whether owned or controlled by the corpora-
tion or the Government, which may be used in the manufacture of
fertilizers and/or fertilizer bases at the project, shall be used by the
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fertilizer division without compensation to the corporation or to the
Government for such use, to the extent that the corporation and/or
the Government shall have the right to grant such use and freedom
from royalty or charge.
SEC. 19. The corporation is hereby authorized, with the approval

of the board of industrial development, but not otherwise, to sell,
transfer, or otherwise dispose of any real estate, materials, supplies,
and other property, real or personal, which said board shall determine
to be not needed for the construction, maintenance or operation of
the hydroelectric and other electric power plants, or for the generation,
transmission, distribution, purchase, exchange and sale of electric
energy, or for the manufacture, distribution and sale of fertilizers
and/or fertilizer bases, and, as attorney for the Government, to grant
and convey by good and sufficient deed, a good and indefeasible
title in fee simple to the purchaser thereof. The net consideration
received upon any such sale or other disposition by the corporation
shall be credited to a salvage fund. This salvage fund shall form
part of the leased property and the same may be used by the cor-
poration for the purchase or construction of other property useful
in connection with construction, maintenance, management, use or
operation of the leased property, or for any part thereof or for the
purchase and construction of betterments, extensions, improvements
or additions of and to the leased property, or for the reconstruction,
alteration, or betterment of the leased property or any part thereof,
all of which immediately upon the purchase, construction, reconstruc-
tion, or alteration thereof shall form part of the leased property.
Upon the termination of the lease, said fund as then constituted shall
be turned over to the Secretary of the Treasury. The corporation is
hereby authorized, from time to time, to sublet any part of the leased
property, for such term, expiring not later than the termination of
the lease herein made, for such rental. and upon such terms and
conditions as the corporation may determine, and to give possession
to the sublessee during the term of such lease: Provided, That the
subletting shall be upon such terms and conditions that the sublessee
shall assume with respect to the property sublet the same obligations
as are imposed by this act upon the corporation: And provided jurther,
That such subletting shall not relieve the corporation of liability for
its obligations ,hereunder to the Government as herein expressed.
SEC. 20. The corporation is hereby authorized to sell, exchange,

or otherwise dispose of any equipment, machinery, appliances, tools,
and any other movable or detachable property at any time forming
part of the leased property, which may have become worn out,
unserviceable, unadaptable, undesirable, or unnecessary for use in
the conduct of its business; replacing the same by or substituting for
the same (if not previously replaced or substituted for), other prop-
erty of the same or greater value or utility to the corporation, which
shall forthwith become part of the leased property, and, as attorney
for the Government, to grant and convey by good and sufficient bill
of sale a good and indefeasible title to the purchaser thereof.
SEC. 21. The corporation shall have the power, from time to time,

to construct at its own cost, or with moneys in the salvage fund, or,
if constructed for the fertilizer division, with moneys in the salvage
fund and/or the fertilizer fund, any additional buildings, structures,
plants, or facilities, or install apparatus or equipment at any location
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on the leased property and for any purpose or use, provided the same
shhll not be inconsistant with the general development plans referred
to in section 12 of this act. If the cost thereof shall be charged to
the salvage fund and/or the fertilizer fund, the same shall form part
of the leased property; otherwise the same shall be and remain the
property of the corporation. In case at the termination of the lease
any such -property shall be still owned by the corporation, the Gov-
ernment saall purchase the same from it at actual cost thereof to the
corporation, less depreciation, if the construction thereof shall lave
been approved by the board of industrial development. If mft so
approved and purchased, the same shall remain the property of the
corporation.
SEC. 22. The corporation shall have the power and authority to

purchase, appropriate, enter upon, or otherwise acquire any property
or right, real or personal, tangible or intangible, which may, in the
judgment of the board of directors, be necessary or desirable for the
purpose of accomplishing the purposes of this act, and to acquire a
title in fee simple to any such property or right, or such lesser title
or interest therein as the corporation shall determine. In case the
owner of any such property or right and the corporation shall be
unable to agree upon the damage or compensation to be paid for
such property or right, or in case by reason of the absence or legal
incapacity of such owner no such agreement can be made, the cor-
poration shall have the right to acquire such property or right by
the exercise of the power of eminent domain in the district court
of the United States for the district in which said property or right,
or the property in respect whereof such right is desired, may be
located, or in the State courts. In all cases where an agreement is
not made as aforesaid the corporation shall tender a bond (which
need not be for a fixed sum, penal or otherwise), with sufficient
security to the party claiming or entitled to any damage, or to the
attorney or agent of any absent person, or to the guardian, com-
mittee, or other representative of anyone under legal capacity, if
the party can be located after reasonable inquiry and effort, the
condition of which bond shall be that the corporation will pay or
cause to be paid such amount of damages as the '3 arty shall be en-
titled to receive after the amount thereof shall ilave been agreed
upon or assessed in the manner provided for by this section: Pro-
vided, however, That in case the party or parties claiming or entitled
to damages refuse or do not accept the bond as tendered, or can not
be located after reasonable inquiry and effort as aforesaid, the cor-
poration shall then give the party written notice of the time when
the same shall be presented for filing in court, and thereafter the
corporation may present said bond to the court having jurisdiction,
ancl, if approved, the bond shall be filed in said court for the benefit
of those interested, and recovery may be had thereon for the amount
of damages thereafter assessed if the same shall not be paid: Provided,
however, That if any person or persons so interested can not be
located after reasonable inquiry and effort, notice of the presentation
of said bond for filing in court as aforesaid may be given by publica-
tion at such times and in such manner as said court shall determine.
Upon tender and acceptance of such bond, or the filing thereof as
aforesaid, if not accepted, the corporation shall have the power to
enter upon and take possession of the property condemned. The
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practice and procedure in any action or proceeding for the purnose
aforesaid and for the assessment of the damages that any such owner
shall be entitled to receive, if instituted in the district court of the
United States, shall conform as nearly as may be with the practice
and procedure in similar actions in the courts of the State where
the property aforesaid is situated, and if instituted in the State
courts, the same shall conform with the practice and procedure in
Aimilar actions in said court. If the Government shall furnish or
reiNiburse to the corporation all funds' requisite for the purpose of
any eminent domain proceeding as aforesaid, including the costs and
expenses, and the funds necessary to pay any damages assessed, or
if the same shall be charged to the salvage fund and/or the fertilizer
fund, then such eminent domain proceeding shall be instituted and
conducted by the corporation in the name of the United States of
America, and title to all property condemned shall be taken in the
name of the United States of America and when acquired shall form
part of the leased property. Such funds may be charged to and paid
out of the salvage fund unless the property shall be acquired for the
fertilizer division, in which case the same may be charged to and
paid out of the fertilizer fund and/or the salvage fund. If such
funds shall not be so furnished, reimbursed, or charged, the property
so acquired shall be and remain the property of the corporation and
may be sold or otherwise disposed of by it.
SEC. 23. The corporation shall have the power from time to time

to make and construct betterments, additions, extensions, improve-
ments, alterations, and changes of, in, and to the leased property and
each and every part thereof, in order to better accomplish the pur-
poses and objects of this act and upon compliance with any applicable
term and provision in this act contained, provided the same shall not
be inconsistent with the general development plans referred to in
section 12 of this act; and the cost thereof may be paid out of the
salvage fund, unless made or constructed for the fertilizer division, in
which case the same may be paid out of the fertilizer fund and/or the
salvage fund. To the extent not so paid the Government shall fur-
nish or reimburse to the corporation all funds requisite therefor.
SEC. 24. The corporation shall not sell, transfer, or license any of

the patents, processes, and formulre in its possession and forming
part of the leased property, nor shall the corporation sell, transfer, or
assign this lease or the leased property, except as otherwise provided
in sections 19 and 20 hereof.
SEC. 25. In case the corporation shall default in the performance of

any of the covenants, conditions, provisions, and agreements in this
act contained on its part to be kept, observed, and performed, and such
default shall continue for a period of ninety days after written notice
from the Secretary of War specifying such default or defaults and
requiring the same to be remedied, the term and lease hereby granted
shall, at the option of the Government, to be exercised by a written
notice from the Secretary of War to the corporation, and upon pay-
ment by the Government to the corporation of all sums at the time
due and payable by it to the corporation, cease, determine, and come
to an end; and the Government may thereupon resume possession of
the leased property by any legal means. In the event that any such
default shall occur and shall so continue, and the Government shall
not exercise its right to terminate the lease and pay to the corpo-
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ration all sums at the time due and payable to it by the Government,
within a period of six calendar months after such right of termination
shall have accrued, the Government shall be deemed to have waived
the default or defaults in respect whereof written notice shall have
been given as aforesaid, but no such waiver shall extend or apply to
any other default thereafter occurring. The term "termination of the
lease" or other equivalent phrase, wherever used herein, means the
termination of the lease by expiration of time or by act of the Govern-
ment as in this section provided.
SEC. 26. Upon the termination of the lease, the leased property,

as then constituted, shall be returned by the corporation to the
Government in good condition and state of repair, the period and
nature of use duly considered, subject, however, to reasonable wear
and tear, damage or destruction as a result of any cause beyond the
control of the corporation, and depletion of quarries, standing timber,
and other natural resources. No funds, if any, then in the research
fund, the emergency fund, and the depreciation fund shall, upon the
termination of the lease, be distributed to the stockholders of the
corporation or otherwise disposed of by the corporation, unless and
until its obligations, herein contained, to maintain, renew, and

replace the leased property shall have been or shall thereafter be

complied with: Provided, however, That the corporation shall not be

obligated to maintain, renew, or replace that part of the leased

property which under this act is to be devoted to the manufacture

and sale of fertilizers and/or fertilizer bases, except to the extent that

funds are provided therefor under and in accordance with the pro-

visions of this act. Any property belonging to the corporation,

which, prior to the termination of the lease, shall not have been sold

or otherwise disposed of or removed from the leased 'property, by the

corporation, may be removed therefrom by it within a reasonable

time thereafter. Nothing in this act contained shall obligate the

corporation to repair, maintain, renew, or replace any public high-

ways, highway bridges, or other roads, or any portion of the project

used as a public highway.

POWER DIVISION

SEC. 27. For the 'period of experimentation and development of a

program of quantity production for the fertilizer division, which shall

not be less than the first two years of operation thereof or until

actual production of fertilizers and/or fertilizer bases for a full year

is sufficient to enable a determination to be reached as to the futur
e

requirements of the fertilizer division both as to the amount required

and as to the classification thereof, the rate to be paid for power
,

intermittent or otherwise, as and when requested by the fertilizer

division, shall be one and one-quarter cents per kilowatt-hour

metered at Dam Numbered 2 power house at the generation voltage
.

Thereafter the power needed in the manufacture of fertilizers and/o
r

fertilizer bases shall be furnished by the power division of the 
cor-

-poration, and metered as above provided, at eight mills per kilow
att-

Jour for primary power, and at not to exceed five mills per 
kilowatt-

hour for secondary power, the exact rate per kilowatt-ho
ur for

secondary power to be determined by the amount required a
nd the

periods of use thereof, and such rate for secondary power 
shall not
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exceed the rate paid to the corporation by others for the same classi-
fication of power, and the corporation, the board of research, and
the board of review shall each endeavor to fix a program for production
of fertilizers and/or fertilizer bases which will call for and require the
cheapest possible classification of power for the operation of the
fertilizer division. The power for the operation of the Waco quarry,
in connection with the fertilizer division, shall be metered at said
quarry at the transmission line voltage and paid for at the rate per
kilowatt-hour at the time charged under this section 27 for power
delivered at the power house, plus a reasonable allowance for trans-
former and transmission losses between the power house and the said
quarry.
SEC. 28. The rates to be charged for electric service shall be

subject to regulation by any State commission or other governmental
body at the time having jurisidiction in the premises, and the rate
base shall be the fair value of the portion of the leased property used
and useful in rendering such service as of the date any rate is fixed,
or the cash cost thereof to the Government, whichever shall be the
lower. For the purpose of determining the rate base, and fixing
the rates to be charged, but for no other purpose, the corporation
shall be deemed to be the owner in fee simple of such property. All
electric service rendered by the corporation shall be without dis-
crimination against users under like conditions, and any power used
by the corporation shall be considered on the same 'basis as any
other customer under similar conditions of use. The rates to be
charged for any other public service rendered by the corporation
shall be similarly based and regulated.
SEC. 29. In order to use more completely and advantageously the

power resources of the Muscle Shoals project, and for the purpose
of giving wider distribution of electric power, the corporation is
hereby authorized: (a) To construct such transmission lines (includ-
ing appurtenant substations, transformers, and other works and
accessories) as in its judgment may be necessary or desirable, and
as may be approved by the board of industrial development, and
an appropriation is hereby made in the sum of $10,000,000 for the
construction thereof, and if constructed, the same shall form part
of the leased property and shall be constructed by the corporation
upon the terms and conditions provided in section 43 hereof; (b) to
enter into agreements with the owners of electric generating sta-
tions and/or transmission lines, now or hereafter constructed, to
bring about the exchange of power whenever the same can be advan-
tageously done; (c) to enter into contracts with persons, partnerships,
corporations, municipalities, districts, and States for the joint con-
struction and/or joint use of transmission line and/or electric power
facilities; (d) to organize, join with or associate with, a superpower
or other organization for the better distribution of electric energy
through a combination of sources of supply or transmission systems
or operating organizations, and (e) to purchase and/or sell and/or
exchange electric power. Funds in the salvage fund may be used
by the corporation for any of the purposes mentioned in this section.
Any such line or facility shall become part of the leased property
if the cost thereof shall be furnished or reimbursed to the corpora-
tion or shall be paid out of the salvage fund; otherwise the same shall
be and remain the property of the corporation and may be sold or
otherwise disposed of by it.
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FERTILIZER DIVISION

SEC. 30. The corporation shall manufacture and sell fertilizers
and/or fertilizer bases in accordance with the terms of this act, as
a separate department or division of the project, and shall make
neither profit nor loss in the manufacture and sale thereof.
SEC. 31. The "cost" of fertilizers and/or fertilizer bases, as used in

this act, shall include (a) all items of expense and charge incident to
the manufacture, sale, and distribution thereof, including operating
and administration expenses, maintenance and repair of plants,
equipment and other property solely- incident to the fertilizer division,
renewals and replacements thereof, labor, materials, supplies,, electric
power, advertising expense, taxes, accounting and collecting expense
and charges, and provision for bad debts, incident to or used in con-
nection with, or chargeable to, the manufacture, sale and distribution
of fertilizers and/or fertilizer bases; (b) provision for taking care of past
deficits or previous unintended profits; and, to the extent not already
included, (c) all other items which by any provision of this act are
to form part of the cost of manufacturing, selling and/or distributing
fertilizers and/or fertilizer bases, or chargeable thereto; (d) an amount
equal to interest at the rate of 4 per centum per annum on all funds at
the time in the fertilizer fund computed for each calendar year on
the amount in such fund at the beginning of such year; and (e) all
expenditures of every kind and character made by the corporation in
connection with the fertilizer division and the operation thereof,
excepting only such expenditures as should be properly charged to
plant or plant addition account, to the end that no profit or loss
incident to the manufacture, sale and distribution of fertilizers and/or
fertilizer bases will result to the corporation; and said entire cost shall
be charged to and paid out of the fertilizer fund. In case the selling
price, as fixed by the board of review, shall exceed the actual cost,
or shall be less than the actual cost, and a profit or loss, as the case
may be, shall result, such profit or loss shall be credited or charged to
the cost of fertilizers and/or fertilizer bases in the succeeding year or
years. No part of the rental in section 17 hereof shall be considered
as part of the cost of fertilizers and/or fertilizer bases, or as an ex-
pense or charge of the fertilizer division of the corporation.
SEC. 32. The corporation shall report annually to the board of

review, in such form as the board of review may reasonably pfescribe,
the actual cost of the manufacture, sale, and distribution of fertilizers
and/or fertilizer bases; and. the board of review shall have full power
at all times to fix the selling price of same, but in strict compliance
with all of the terms and conditions of this act: Provided, however,
That the selling price shall not be fixed at an amount less than the
cost of manufacture, sale, and distribution of fertilizers and/or fer-
tilizer bases as in this act provided unless there are surplus funds at
the time in the fertilizer fund sufficient to defray the difference.
SEC. 33. The Secretary of Agriculture iS hereby authorized to

include manufactured fertilizers and/or fertilizer bases among the
commodities eligible for storage under the .provisions of the United

States warehouse act (Thirty-ninth United States Statutes at Large,

page 436, as amended July 25, 1919, and February 23, 1923) and to

make such rules and regulations under authority of said act as he

may deem necessary.
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The Secretary of Agriculture is hereby authorized to issue ware-
house certificates for all fertilizers and/or fertilizer bases produced;
which certificates shall be guaranteed by the Government, and
which shall bear on their faces, as the value of such materials, the
cost of same as defined in this act, and the warehouse utilized for the
purpose of storing such materials shall be under Government license
and supervision in the same manner as provided in the United States
warehouse act above described. Any costs, commissions, fees,
interest and other expenses incident to such storage and/or the issue
and use of such warehouse certificates shall become a part of the
cost of fertilizers and/or fertilizer bases as defined in section 31 hereof,
and shall be paid out of the fertilizer fund.

If the board of review shall at any time desire greater production
than is . consistent with the funds at the time available in the fer-
tilizer fund, it shall, through the Secretary of Agriculture, before
the corporation shall be required to undertake any greater produc-
tion, obtain from the Government additional working capital for
the fertilizer fund sufficient to meet its desires for such greater
production.
SEC. 34. The methods or processes to be used in the production

of fertilizers and/or fertilizer bases shall be those selected by the
board of research, in accordance with the terms of this act, and such
board and all matters delegated to it shall be limited and prescribed
by the funds at the time available in the fertilizer fund. The extent
of the manufacture, sale, and distribution of fertilizers and/or ferti-
lizer bases, and the obligations of the corporation to manufacture,
sell, and distribute the same shall be limited and determined by
the Government's expenditure for plant and equipment for such
purpose and by the funds available from the fertilizer fund.
SEC. 35. The policy to be carried out as to the marketing and

distribution of fertilizers and/or fertilizer bases shall, from time
to time, be determined by the board of review; which board shall
have power to determine the quantity of such materials to he pro-
duced, and, from time to time, to discontinue, suspend, or reduce the
production thereof for any period of time, fixed or indefinite, and
tf so suspended, to resume the -production thereof, provided the funds
requisite therefor shall at all times be available in the fertilizer
fund: Provided, however, That in the event of any such discontinu-
ance, suspension, or reduction, the corporation shall be authorized to
charge to the fertilizer fund thereafter electric energy in the same
quantity and classification as theretoford supplied to the fertilizer
division until other customers for the same quantity and classification
shall be obtained; and the corporation shall use its best endeavors
to obtain with all reasonable dispatch customers for said power no
longer needed in the fertilizer division; and in the event of any such
suspension or reduction and a later resumption or increase in said
production, the corporation shall resume the delivery of power re-
quired for such revised program of production, and, shall furnish such
power under the terms and conditions of section 27 hereof, but the
corporation shall be under no obligation, in order to do so, to violate
any of the terms and conditions of any then existing contracts for
power which it may have with others.
- SEC. 36. Anything elsewhere contained in this act to the contrary
notwithstanding, the corporation shall be under no obligation or
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liability whatever to furnish any funds for the fertilizer division or
to take any action in respect to the manufacture, sale and distribu-
tion of fertilizers and/or fertilizer bases which will involve it in any
expense or liability, unless the requisite funds are at the time in the
fertilizer fund. If the corporation shall, however, without such
funds being at the time available as aforesaid, at its election, make
any expenditures out of its own funds, or assume any liability in
respect of such manufacture, sale, or distribution, it shall have the
right to reimburse itself out of the funds next available therefor;
and if not so reimbursed, the same shall be furnished or reimbursed
to it by the Government.
SEC. 37. As an incentive in perfecting the processes and methods

of manufacture, sale, and distribution of fertilizers and/or fertilizer
bases and, through efficient business methods and operatinc,

6 
prac-

tices, to encourage the endeavor to cheapen the cost of suchmanu-
facture, sale, and distribution, and thus lower the cost of the same
for agricultural purposes as herein provided, the corporation shall be
allowed a profit, to be paid out of the fertilizer fund, determined as
in this section provided. In case the actual cost of such manufac-
ture, sale, and distribution in any calendar year shall be less than the
actual cost in the preceding year, the amount of such profit shall be
50 per cent of the saving so effected: Provided, however, That such
profit shall not for any calendar year exceed 50 per cent of the differ-
ence between the actual cost of manufacture during such calendar year
and the lowest actual cost of manufacture in any preceding calendar
year during which the same processes of manufacture, as prescribed
by the board of research, shall have been used. The first calendar
year in respect whereof such profit shall be payable to the corporation,
if earned as in this section provided, shall be the second calendar year
succeeding the first calendar year during which fertilizers and/or
fertilizer bases shall be first manufactured by the corporation. The
amount, if any, to be allowed and paid to the corporation shall be
considered as an item of the cost of manufacture, sale, and distribu-
tion of fertilizers and/or fertilizer bases.
SEC. 38. Any and all by-products, excess and waste, produced or

recoverable in, or from or as a result of the processes used for the
manufacture of fertilizers and/or fertilizer bases, shall belong to the
corporation for its own use and benefit, and shall not in any way or
to any extent be a credit against the cost of manufacturing, distribut-
ina storing, and selling fertilizers and/or fertilizer bases. Any cost
of iurther treatment, refinement, or manufacture of such by-products,
excess and waste, to make the same commercially saleable shall be
at the expense of the corporation and shall not be mcluded in or con-
sidered in arriving at the cost of fertilizers and/or fertilizer bases.
SEC. 39. The decision of the Secretary of War shall be final in all

matters pertaining to the nitrate plants and/or changes therein as
they may affect the use of the same for war purposes, preparedness
for war and for military purposes: Provided, however, That any
matter of change, submitted to the Secretary of War for review or
decision thereon by either the board of industrial development, the
board of research, the board of review or the corporation, shall be
deemed to have been approved by him unless disapproved by him 
within thirty days after the date of submission.
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SEC , 40. If plant numbered 1 or plant numbered 2, or parts of either
or other plants, parts of same, or facilities, are not used for the manu-
facture, sale, and distribution of fertilizers and/or fertilizer bases, the
corporation may, without additional rental, use such plants, parts and
facilities for other purposes not inconsistent with their restoration for
war uses. If any such plants, parts of same or facilities, are not
used for said manufacture, sale and distribution of fertilizers and/or,
fertilizer bases or for other purposes as aforesaid, then the corpora-
tion shall not be obligated to repair, maintain, renew and replace the
same unless first furnished by the Government with the funds re-
quisite for such purposes as and when needed therefor; and all funds
so furnished shall be paid out and applied by the corporation in
accordance with the written directions of the Secretary of War.

UNCOMPLETED AND ADDITIONAL WORKS

SEC. 41. (a) If the foundations, or any part or portion, of Dam
Numbered 2 shall pro've defective, and/or if any of the equipment of
said dam or the power house or appurtenant works shall in any way be
defective or unsatisfactory after the completion of all work incident
to a complete, operative hydroelectric project, and after all opera-
tive and other usuill tests have been made, then the Government shall
make all repairs, changes, alterations, renewals, replacements or
substitutions at its expense to make the same an efficient, safe, and
complete operative hydroelectric project, and the coproration shall
take over the hydroelectric project at Dam Numbered 2 within sixty
days thereafter and shall then place the same in commercial operation
as promptly as possible. The existing steam-electric plant near
nitrate plant numbered 2 shall be given an operating test, and any
repairs, renewals, and replacements necessary to place it in an efficient
operating condition shall be made by the Government, and when
completed in such condition it shall be taken over by the corporation.
The corporation shall be notified in advance as to each such test and
be permitted to have a representative present, and shall be furnished
with all data and information as to the results•of each slich test. In
case Dam Numbered 2 and the appurtenant hydroelectric and other
works, equipment, and property are not constructed and completed
as an efficient, safe, and complete operative hydroelectric project ready
to be taken over for operation by the corporation as herein provided
on or before ninety days after the enactment of this act, or in case the
necessary repairs renewals, and replacements are not made to the
steam-electric plant near nitrate plant numbered 2 to place the same
in efficient operating condition on or before ninety days after the
enactment of this act, the corporation shall have the right to take
possession of all or any portion thereof in whatever condition such
may then be and complete the same as aforesaid; and the Govern-
ment shall furnish or reimburse to the corporation all funds requisite
therefor.
(b) In case any other item of the leased property (excepting nitrate

plant numbered 1 and numbered 2, elsewhere in this act provided
for), when delivered into the possession of the corporation, shall be in
need of any resonstruction, alterations, repairs, renewals, or replace-
ments, the same shall be made by the Government and at its expense,
and if not so made, the corporation shall have the right to make the
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same, and the Government shall furnish or reimburse to the cor-
poration all funds requisite therefor.
(c) The refitting of the nitrate plants and other property required

for the manufacture of fertilizers and/or fertilizer bases shall be
commenced by the corporation for the Government as soon as the
plans for the same have been made and approved by the board of
research and the funds requisite therefor are made available by the
Government to the corporation.
(d) The following items of uncompleted work are considered

necessary for and included in the leased property and each of the
said items shall be constructed and/or completed by the corporation
for the Government as quickly as shall be consistent with the provi-
sions of this act and as good engineering practice will permit, viz:
(d-1) Changes, additions and extensions in and to the nitrate

plants and other property for use in the manufacture, sale, and
distribution of fertilizers and/or fertilizer bases, provided for in
section 13 hereof. An appropriation is hereby authorized and made
for such changes, additions, and extensions and for their operation
during the construction, experimentation, and test periods hnd until
ready for commercial operation.
(d-2) Completion of the installation at Dam Numbered 2 with

power equipment of twelve generating units.
(d-3) Construction of Dam Numbered 3 with such power equip-

ment as may be recommended by the board of industrial develop-
ment: such construction to be executed at a time recommended by
said board, or, in subsitution therefor, the construction of one or
more regulating storage dams above Dam Numbered 2; which dams
will increase the primary power at Dam Numbered 2 by at least the
amount of primary power estimated to be developed at Darn Num-
bered 3.
(d-4) Increasing the supplemental electric generating equipment

in addition to that now installed near nitrate plant '*1 umbered 2
in the steam station Numbered 2, to bring the total of such supple-
mental generating equipment up to at least ninety thousand kilowatts;
the location and character of such additional equipment to be subject
to the approval of the board of industrial development, and may be
at the present plant or elsewhere or part of both.
(d-5) Construction of transmission lines, transformers and other

equipment as provided in section 29 hereof of sufficient delivery
capacity which, together with the delivery capacity of existing

transmission lines, transformers, and other equipment, included in

the leased property, and the amount of power to be taken and paid

for by the fertilizer division, shall together aggregate one hundred

thousand horsepower.
The time of commencing work under item (d-1) shall conform to

the action of the board of research as herein provided, and as to

items (d-2), (d-3), d-4), and (d-5) shall conform to the recommenda-

tions of the board of industrial development in order that each such

item of additional facilities, so far as possible, may be ready as and

when it will be needed or useful. An appropriation is hereby author-

ized and made of the amount requisite to construct and/or complete

each of the items of uncompleted work provided for in this section.

(e) After completion of requisite test, showing same safe, satis-

factory, and complete for operating conditions, each item of uncom-
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pleted work in this section referred to shall be taken over by the
corporation.
SEC. 42. The corporation, if directed by the Secretary of War in

writing, shall construct all storage dams and/or power plants or
other works desired by the Government on or adjacent to the Tenne-
see River and/or any of its tributaries, either above or below Muscle
Shoals, and not mentioned in this act, and if any storage dams, power
plants, or other works so located are, during the term of this lease,
constructed by or for the Government, either under the provisions of
this section or otherwise, they shall, upon the approval of the board
of industrial development, upon their completion ready fcr operation,
become part of the leased property. In the event of any dams, power
plants, or other works so located and constructed by or for the Govern-
ment during the term of this lease, and not under the above pro-
visions becoming part of the leased property, then and in that event
the corporation shall, commencing with the placing in operation of
such additional projects and during the remainder of the period of the
lease, operate and maintain the same for the Government, but upon
such terms and conditions (to be a:reed upon between the corpo-
ration and the Secretary of War), LIM, the corporation shall make
neither profit nor loss in the operating and maintenance thereof.

CONSTRUCTION DIVISION

SEC. 43. The corporation shall be employed as agent for the Gov-
ernment for the designing and construction for the Government of
each of the several items of uncompleted work referred to in section 41
hereof, and if the Secretary of War so elects the corporation shall also
act as agent for any other construction work of the Go-wernment inci-
dent to or in connection with the Muscle Shoals project, and in every
such case the corporation shall promptly submit -plans, and so forth,
for the work and complete estimate of the cost thereof, The corpo-
ration in so acting for the Government as its agent shall in each case
do so upon the terms and conditions as in section 44 hereof provided.
SEC. 44. (a) The corporation shall act as the Government engineer-

ing, construction, and purchasing departments, and shall as such at
all times be subject to instructions from the Secretary of War. As
engineers, the corporation shall make, or cause to be made, all neces-
sary engineering studies and determinations, recommend the type and
character of equipment and of construction required, and prepare
plans and specifications for equipment, material, and construction
work. As constructors, the corporation will execute, or cause to be
executed, the construction work and the installation of machinery and
equipment. As purchasing agents, the corporation shall purchase, or
cause to be purchased, the necessary machinery, equipment, and ma-
terials, following the usual and customary commercial practice and
without advertising for bids unless it so elect. Nothing herein shall
prevent the subletting of construction contracts by the corporation.
(b) All contracts and orders placed by the corporation, pay rolls,

and other obligations shall be in the name of the United States of
America by the corporation as agent, and the corporation shall not
thereby assume any financial liability under or by reason of such
obligations.
(c) The corporation shall be paid a fixed fee equal to 8 per cent um

of the estimated cost of such work, which estimated cost shall be
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agreed upon by the Secretary of War and the corporation prior to
the commencement of work. The amount of the fee as fixed here-
under shall not be changed because of any difference between the
actual cost and the estimated cost. Such estimated cost shall include
the following items, whether commitments or expenditures therefor
are made or to be made by the Government or by the corporation
for the Government:

(c-1) The cost of all property, real and personal, rights, material,
machinery, equipment, labor, tools, plant, and equipment purchased
and the rental of any equipment hired, salaries of all officers and em-
ployees of the corporation for that period of their time allocated to
construction work, and all expenses of office help and supplies for
such offices and employees, in connection with exploration, investiga-
tion, engineering, or designing, in the choice of materials and pur-
chase of same, equipment and supplies, and the inspection thereof at
the work or elsewhere;
(c-2) The cost of expert and consulting services;
(c-3) The cost of traveling and incidental expenses;
(c-4) Other expenditures made directly incident to this work,

but not including interest during construction.
Installments of the said fee shall be paid monthly to the corpora-

tion on the basis of 8 per centum of the actual expenditures made
during the preceding month until 90 per centum of the total fixed fee
shall have been paid, and the balance of the fixed fee shall be paid
on completion of the work. If material change in the scope of the
work shall be ordered by the Secretary of War at any time after the
determination of the amount of the fixed fee, the amount of the
fixed fee shall be reduced or increased, as the case may be, by an
amount equal to 8 per centum of the estimated cost of the work
deducted from or added to that included in first fixing such fee, proper
allowance to be made in any such adjustment of fee for anything
done or time spent by the corporation on the basis of the original
scope of the work.
(d) The corporation shall make all payments for property, real

and personal, rights, materials, equipment, salaries, wages, expenses
and supplies incident to work, specified in the foregoing, for the ac-
count of the United States of America from and out of funds fur-
nished or reimbursed to the corporation therefor by the Government
monthly, under such regulations as the Secretary of War may
prescribe.
(e) The correspondence, records; vouchers and books of account

of the corporation, relating to the construction work done and money
expended therefor, shall be at all times open to the inspection of the
Secretary of War.

(f) The Secretary of War shall have a duly authorized inspector
on the construction work at all times to represent the Secretary of
War. Any official communication from such inspector to the cor-
poration, or any of its agents, shall be made in writing, and the
corporation may act in accordance therewith. In case of disagree-
ment, the decision of the Secretary of War shall be final.
(g) If at any time the Secretary of War shall wish for any reason

to discontinue or suspend any such construction work, the Secretary
of War shall give the corporation not less than 10 days' notice in
writing of such decision, and in such event the corporation shall he
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promptly paid all installments of the fixed fee which shall have
become due in connection with such work under the terms of this
act, and shall be reimbursed for all funds properly expended by it in
connection therewith, including all expenses incurred by it as a
result of or consequent upon such expenses; and if such suspended
work is later resumed, such resumption shall be under the same terms
and conditions as before suspension, and the work shall be continued
by the corporation as before.

FUNDS

SEC. 45. RESEARCH FUND.—The corporation shall in each calendar
year set aside its surplus earnings of the preceding calendar year,
after payment of all operating expenses, including all interest charges,
taxes, and dividends accruing in such year on any cumulative pre-
ferred stock outstanding, but not to exceed the sum of $300,000 in
any calendar year, for the purpose of accumulating a research fund
to be used by the corporation as provided in subparagraph (c) of
section 13 hereof, and additionally for preliminary, experimental,
development, pioneering, and research work, investigation, studies,
and surveys other than carried on by the board of research, but inci-
dent to or connected with the development of the industrial, chemical,
and/or hydroelectric phases of the Muscle Shoals project. In case
any development, changes, improvements, or other work shall be
constructed by the corporation for the Government, all funds from
the research fund theretofore expended in the development, promo-
tion, or devising of any such development, change, improvement, or
other work, including examinations, studies, research, experiments,
and preliminary work in connection therewith, shall be absorbed as
part of the construction cost of such development, change, improve-
ment, or other work, and shall be reimbursed to the corporation by the
Government, and when so reimbursed shall be by the corporation
credited to the research fund. Said fund shall not form part of the
leased property, and any balance therein at the termination of the
lease shall belong to the corporation, subject to provisions of section
26 hereof.
SEC. 46. EMERGENCY FUND.—The corporation shall in each calen-

dar year set aside its surplus earnings of the preceding calendar year,
after payment of all operating expenses, including all interest charges,
taxes, dividends accruing on any cumulative preferred stock outstand-
ing, and $300,000 for the research-fund payment, but not to exceed
the sum of $100,000 for the purpose of accumulating an emergency
fund to be used by the corporation for extraordinary repairs, renewals,
or replacements of any part of the hydroelectric portion of the leased
property, made necessary by cause other than ordinary operation.
and customary depreciation, but directly incident to the operation
of the hydroelectric portion of the leased property. Any extraor-
dinary repairs, renewals, or replacements of the hydroelectric portion
of the leased property which may be necessary prior to, or at any time
in excess of, the accumulation of said emergency fund, and all restora-
tions of any part or parts of the leased property at any time necessary
because of floods, fires, explosions, or other causes not directly incident
to the operation of the hydroelectric portion of the leased property,
shall be made by the Government with the least possible interruption
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in the use of the leased property. If not so made, the same may he
made by the corporation, and the Government shall furnish or reim-
burse to the corporation all funds requisite therefor. The emergency
fund shall not form part of the leased property, and any balance
therein at the termination of the lease shall belong to the corporation,
subject to the provisions of section 26 hereof.
SEC. 47. FERTILIZER FUND.—The annual rental herein provided

shall be set aside into a separate fund designated as "fertilizer fund."
All working capital and other funds furnished by the Government for
the purposes of the fertilizer division, as well as the proceeds received
by the corporation from the sale of fertilizers and/or fertilizer bases,
shall be added to and form part of the fertilizer fund. Said fund shall
form part of the leased property, and upon the termination of the
lease said fund as then constituted shall be turned over to the Secre-
tary of the Treasury. Withdrawals shall be made from the fertilizer
fund by the corporation only for the purpose of paying all expenses
and expenditures which- the corporation, by any provisions of this
act, is authorized to make or is entitled to receive in respect of the
fertilizer division and/or to pay out of the fertilizer fund, including
the cost of manufacturing, selling, and distributing fertilizers and/or
fertilizer bases and all other costs and expenses of operating the fer-
tilizer division, including the charges for electric power, and of carry-
ing out the action approved by or directions given from time to time
by the board of research and the board of review. In case at any
time there shall be a deficit in the fertilizer fund, the Government
shall furnish the corporation with all funds requisite to make good
such deficit.
SEC. 48. AMORTIZATION FUND. If at any time, and from time to

time, the Secretary of Agriculture or the board of review shall
determine that all or any part of the then balance in the fertilizer
fund is not needed or required for assisting the production and
marketing of fertilizers and/or fertilizer bases, or that the same can
not be produced on such a basis and cost as will encourage its purchase
and use in improving the fertility of the soil, or that all or any part
of the future payments of rental are not so needed, or that the interests
of the United States of America will be better protected by such
action, or that future production and marketing of fertilizers and/or
fertilizer bases, as in this act provided, will not be to the best interests
of the United States of America, the Secretary of Agriculture or the
board of review may, from time to time, instruct the corporation
to set over all or a specified portion of said fertilizer fund and/or all
or a specified portion of the corporation's future payments of rental
into an amortization fund. The moneys in the amortization fund
may be used from time to time for the *same purposes for which the
salvage fund may be used under any provision of this act and under
the same terms and conditions. Said amortization fund shall form
part of the leased property, and upon the termination of the lease
said fund as then constituted shall be turned over to the Secretary of
the Treasury.
SEC. 49. DEPRECIATION FUND.—The corporation shall, in each

calendar year following the year in which all of the items of uncom-
pleted work referred to in subparagraph (d) of section 41 hereof
are completed, set aside from its surplus earnings of the preceding
calendar year from the power division, after payment of all operating
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expenses, including all interest charges, taxes, dividends on any
cumulative preferred stock outstanding, $300,000 to the research
fund and $100,000 to the emergency fund, but not to exceed an
amount equal to the sum of the following items: (a) Electrical
equipment and machines, $516,840; (b) dam and power-house struc-
tures, $51,979; (c) Steam station buildings (#2), 858,400; sum, as
mentioned above, $627,219, to a depreciation fund to cover renewals
and replacements of the hydroelectric and other electric portions
of the leased property incident to the operation thereof. Said
depreciation fund shall not form part of the leased property, and
any balance at the termination of the lease shall belong to the cor-
poration, subject to the provisions of section 26 hereof.
SEC. 50. All funds herein provided for which by the provisions of

this act form part of the leased property shall be deposited by the
corporation in national banks and trust companies in good financial
standing, selected by the corporation; provided, however, that the
amount on deposit with any depository shall not exceed twenty per
cent of its paid-in capital, surplus, and undivided profits, arid if so
deposited the corporation shall not be liable for any loss caused by
the insolvency or other act of the depository, if reasonable care shall
be exercised in the selection and retention of any depository. Any
such funds, pending the use thereof for the purposes of this act, may
be invested and reinvested by the corporation in bonds or other
obligations of the United States of America or of any instrumentality
thereof.
SEC. 51. On or before May 1 in each year the corporation shall

deliver to the Secretary of War a report, in reasonable detail, signed
by its president or a vice president and by its treasurer or an
assistant treasurer, covering each fund forming part of the leased
property, showing the amount in the respective fund at the beginning
of the preceding calendar, the additions thereto and expenditures
therefrom during such year, and the amount in such fund and how
constituted at the end of said calendar year. The Secretary of War
shall be afforded by the corporation the opportunity to verify the
correctness of each such report. If no objections shall be made to any
such report by the Secretary of War within six months after the receipt
thereof by the Secretary of -War, the same shall be final, binding, and
conclusive upon the corporation and the Government as to the
correctness of all items therein. If any objections shall be made
thereto, the same shall be made in writing by the Secretary of War to
the corporation, and any agreement between the Secretary of War and. -
the corporation disposing of or removing any objection, by com-
promise or otherwise, as well as each item not so objected to, shall be
final, binding and conclusive in like manner. If an agreement is not
reached, the items in dispute may be settled and determined in
accordance with the provisions of section 57 of this act.

NAVIGATION

SEC. 52. The corporation shall furnish, free of charge to the
Government, all power and lighting current necessary for the opera-
tion of the locks for navigation at Dams No. 1, 2, and 3, and locks
located at any other dams at any time included in the leased property,
in an anionnt for the locks at each dani not to exceed the amount to be
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determined by the Secretary of War when the navigation facilities at
the respective dams are first ready for operation. The corporation
shall be advised of the amount so required at the time such amount is
established, and it shall not furnish to the Government any power for
any other use, free. The corporation shall furnish to the Govern-
ment additional power, whenever requested by the Secretary of War,
at the regular rates of the corporation for power sold to others under
similar conditions and times of use, provided the same shall not
interfere with the requirements of the corporation or with the fulfill-
ment of any contracts for the sale of power elsewhere or to others.
SEC. 53. Except as provided in section 52 hereof, the Government

shall furnish and pay for all labor, supervision, operation, mainte-
nance, repair, and depreciation connected with the navigation facilities.
SEC. 54. The Secretary of War shall have a representative located

at Muscle Shoals continuously, with powers delegated to regulate
navigation through the locks at any dams at any time forming part of
the leased property, within such hours and at such times as will
primarily conserve the water for use at times when it can be disposed
of as power to the best advantage.

GOVERNMENT RECAPTURE IN TIME OF WAR

SEC. 55. (a) The Government may, in time of war, take over all
of the plants dams, structures, and other physical property consti-
tuting the Muscle Shoals project and at the time included in the
leased property and the .whole or such part of the organization of
the corporation as the Secretary of War shall determine, and if the
project is so taken over, the same shall be thereafter returned to the
corporation in as good and complete condition as when received by
the Government, as soon as the Secretary of War shall determine
that the possession thereof by the Government is no longer needed
for war purposes, or at the expiration of two months following the
declaration of peace, whichever shall first occur.
(b) In the event of such taking over by the Government, the term

of the lease provided for herein and the term of the charter of the
corporation shall be extended for an additional time equal to the
period during which the Muscle Shoals project shall be so taken over
and retained by the Government.

(c) If the same is not returned in the condition aforesaid, the
corporation shall have the right to place the same in such condition,
and the Government shall furnish or reimburse to the corporation
all funds requisite therefor.
(d) In case the Muscle Shoals project is so taken over, all rental

and all payments into funds as in this act provided, and all obliga-
tions, for rental or otherwise, of the corporation to the Government,
under and by virtue of this act, and the lease provided for herein,
shall be abated during the period in which the project shall be in
the possession and control of the Government, without liability on
the part of the corporation to make good the abated payments and
liabilities.

(e) During the period in which the project shall be so taken over
and retained by the Government, the Government, as full compen-
sation to the corporation for the use of the project so taken over

by the Government, shall pay to the corporation an amount equal

S R-69-1—vol 2-55
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to the sum of the following as and when the same shall become due
and payable or shall be incurred by the corporation:
(e-1) All liabilities of the corporation accrued or amruing during

the period of such use by the Government, including all interest and
taxes.
(e-2) All cumulative preferred dividends on stock of the corpora-

tion outstanding at the beginning of such period and accrued or
accruing during such period at the rate or rates prescribed therefor.
(e-3) The expenses of the corporation in maintaining whatever

part of its organization is not taken over by the Government as in
this act provided.
(e-4) Such further amount, if any, as will pay any expenses, costs,

losses, and/or damages (other than loss of prospective profits) result-
ing from or consequent upon such taking over by the Government.
In no event shall the amount paid to the corporation include a

profit other than an amount to pay the preferred dividends on its
stock as aforesaid; it being the intent and purpose of this section
that the corporation shall make no profit, except as aforesaid, but at
the same time shall make or incur no loss whatever.

MISCELLANEOUS

SEC. 56. The Secretary of War is hereby authorized, and em-
powered, in the name of the United States of America, from time to
time, consistently with the provisions of this act, to make, do, exe-
cute, and deliver or cause to be made, done, executed, and delivered,
any and all such further and other acts, instruments, and assurances,
and/or to enter into such agreement or agreements with the corpora-
tion and others as may be necessary or proper for better assuring and
confirming unto the corporation all or any part of the leased prop-
erty, now or hereafter constructed, upon and subject to the terms and
conditions contained in this act, or to provide for or supply any
omissions herein or as may be otherwise necessary or desirable in
order to more effectually carry out or accomplish any or all of the
purposes and objects of this act. The terms "lease" or "contract
and lease," or other equivalent terms as used herein, include not
only this act but any and all such agreements which may be so
entered into.
SEC. 57. The district court of the United States for any district

shall have jurisdiction to hear and determine all claims of the United
States of America against the corporation, and of the corporation
against the United States of America, under, or by virtue of, or arising
or growing out of, this act or the lease and contract herein provided
for, or the subject matter thereof, including claims by way of off set
or counterclaim settlement of the accounts of the corporation with
the Government and any other controversy between the United
States of America and the corporation. Any such claim, account,
or controversy may be finally adjusted, settled, and determined by
compromise or otherwise, by agreement between the Secretary of
War and the corporation, and upon and subject to such terms, con-
ditions, and agreements as they may agree upon.
SEC. 58. The corporation shall not at any time be obligated to

manufacture, handle, or store on the leased property any war material
or supplies of an explosive nature, but, subject to instructions as
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given from time to time by the Secretary of War, the corporation
shall produce explosive bases for the Government incident to the
operation of the fertilizer division upon such terms and conditions as
shall be agreed upon and worked out by and between the corporation
and the Secretary of War, similar to the provisions herein respecting
the manufacture, distribution, and sale of fertilizers and/or fertilizer
bases, to the end that the corporation shall make neither profit nor
loss.
SEC. 59. Nothing in this act shall, or is intended to, confer upon

or vest in the corporation, or require the corporation to exercise any
political, civil, or municipal jurisdiction, or any governmental func-
tion, power, or responsibility whatsoever, and to the extent that
police protection covering the leased property is not at any time
furnished or provided by the State or States wherein located or any
political division thereof, the United States of America will at its
expense furnish or provide the same.
SEC. 60. The corporation shall, through the sale of its corporate

stock and obligations, provide the working capital necessary or
incident to its operation of all the plants and divisions of the leased
property and to enable it to carry out all of its obligations under
the provisions of this act, excepting only the working capital incident
to the manufacture, sale, and distribution of fertilizers and/or fertilizer
bases.
SEC. 61. Whatever provision is made in this act for work to be

done or constructed or expenditures to be made by the corporation
with funds furnished or reimbursed to it by the Government, the
corporation shall be under no obligation to do or construct such work
or make such expenditures unless such funds are furnished it as and
when the payment for work and labor done and materials, equip-
ment, and other property furnished, become due and payable; but,
although not so obligated, the corporation shall have the right,
however, to do or construct any such work or make any such expendi-
tures out of its own funds and without first being so furnished the same
by the Government; and all expenditures which the corporation
may so make out of its own funds shall be repaid to it by the Govern-
ment on demand, with interest at the rate of 4 per centum per annum,
payable quarterly on the last day of March, June, September and
December in each year (or on such other dates as shall be agreed
upon by and between the corporation and the Secretary of War).
Whatever provision is made in this act for work to be done or con-
structed or expenditures to be made by the corporation out of, or
which by the provisions of this act may be charged to, any specified
fund provided for in this act and forming part of the leased property,
the corporation shall be under no obligation to do or construct any
such work or make such expenditures unless the requisite funds
are at the time available in the respective fund; but, although not
so obligated, the corporation shall have the right, however, to do .or
construct any such work or make any such expenditures out of its
own funds without the same being available in a specified fund as
aforesaid; and the corporation shall have the right to reimburse itself
for all expenditures which it may so make out of its own funds, with
interest at the rate and payable as aforesaid, out of any moneys
thereafter in the respective fund provided for by this act, against
which under the provisions of this act, the same may be charged.
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All moneys which the corporation may expend, which by the provi
sions of this act may be charged to any fund forming part of the leased
property, to the extent not paid or reimbursed to the corporation
out of such fund, shall be due and payable to the corporation by the
Government as aforesaid with interest thereon as aforesaid. All
sums due and 'payable to the corporation by the Government under
or by virtue of any provisions of this act or of the lease or contract
herein, and remaining unpaid on the date herein fixed for the ter-
mination of the lease, shall be paid by the Government on such date,
with interest at the rate aforesaid, and if not then paid, the term
of the lease shall be extended until all sums so due and payable to
the corporation shall be paid. All moneys Thich may be furnished
or reimbursed by the Government to the corporation under any
provision of this act shall be furnished or reimbursed under such
safeguards and reasonable regulations for the submission of vouchers
and other evidences as the Secretary of War may from time to time
prescribe. No statute of limitations now or hereafter in force shall
apply to any sums due or payable hereunder by the Government
to the corporation.
SEC. 62. The activities of the corporation, for accounting purposes,

shall be divided into such divisions as the corporation shall from
time to time determine, such divisions, however, at all times to
include a fertilizer division, a power division, and a construction
division, and the account books of the corporation shall at all times
be so kept that the accounts of each division may be easily segregated
from those of the other divisions.

SEC. 63. That portion of the expenses of the corporation in any
calendar year which are not in their nature directly allocated to the
fertilizer, power, construction, and other divisions shall be allocated
and charged to such division in the ratio of the total operating and
capital expenditures of money in each division in such calendar year.

EC. 64. Upon the termination of the charter of the corporation,
its affairs shall be liquidated by its officers and board of directors,
upon such terms and conditions as may be contained in its by-laws,
and the corporation may be liquidated at any time after the termina-
tion of the lease prior to the expiration of its charter with the vote
or written consent of the holders of a majority of its voting stock.
SEC. 65. All appropriations necessary to carry out each and every

of the provisions of this act on the part of the Government, including
all funds which by any provision of this act are to be furnished or
reimbursed to the corporation by the Government, are hereby
authorized and made.
SEC. 66. If any clause, sentence, paragraph, or part of this act shall

for any reason be adjudged by any court of competent jurisdiction
to be invalid, such judgment shall be confined in its operation to the
clause, sentence, paragraph, or part thereof directly involved in the
controversy in which such judgment shall have been rendered.
SEC. 67. All laws and parts of laws in conflict herewith are hereby

repealed.



EXHIBIT E

PROPOSAL OF F. E. CASTLEBERRY

WASHINGTON HOTEL,
Shreveport, La., March 15, 1926.

The MUSCLE SHOALS JOINT CONGRESSIONAL COMMITTEE,
TV ashington, D. C.

(Attention Mr. Morin, chairman.)
DEAR SIRS: I see that bids are to be let to public on March 26,

1926, for a lease on the Alabama Government property, Muscle
Shoals.
I suppose it will be let on a bonus and a royalty basis (net earn-

ings), using the machinery on the property, which should be in-
creased as the property is developed.
My clients, who are able to give bond and operate the plant with

the most modern machinery and power that can be had, submit the
following plan as a bid:
One million cash bonus first year, and from then on to pay the

Government one-eighth of the gross receipts of every product pro-
duced from the plant, and in event the one-eighth royalty produced
exceeds one million per year, we agree to pay one-sixth royalty on
the excess produced. The lease to run for a period of 50 years, or
as long as you agree to make a lease. We comply with all require-
ments of the Government.

Respectfully yours,
F. E. CASTLEBERRY, Agent.

WASHINGTON HOTEL,
Shreveport, La., April 8, 1926.

MT. W. E. MURRAY,
Clerk, Joint Committee on Muscle Shoals,

Washington, D. C.
DEAR MR. MURRAY: Your wire of the 8th received and note that

it is necessary for me to mail•to you a copy or duplicate of my former
bid. •
In my former bid my clients offer the following proposition as, a

bid on the Muscle Shoals property as owned by the Government:
That we agree to pay a cash bonus of $1,000,000 for the first year,
and agree to give one-eighth of all the gross receipts received from
every source each year thereafter for the full term of the lease, 50
years, more or less; and when the Government's earnings on this
basis has reached $1,000,000 annually, we agree to pay a one-sixth
royalty on all the excess receipts.
Under this plan of lease we feel that as the property is more fully

developed each year that the Government should participate in the
127
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earnings made by the company, and a graduated royalty basis we
feel is the best way to work out the proposition. We propose further
to comply with all the requirements that we know of now in the lease
and to follow the dictation of the Government policy on distribution
and the developments of every product that is useful and valuable
to the country, more especially the minerals for fertilizer properties
and other minerals with equal value. We herewith submit this as
our best proposition for your consideration.

Yours very truly,
P. E. CASTLEBERRY,

Washington Hotel.



EXHIBIT F

MUSCLE SHOALS POWER DISTRIBUTING CO.

BIRMINGHAM, ALA., April 10, 1926.

The JOINT COMMITTEE ON MUSCLE SHOALS,
United States Congress, Washington, D. C.

GENTLEMEN: In response to the public invitation for proposals for a lease

or leases of the properties of the United States known as the Muscle Shoals

properties located in Alabama, Muscle Shoals Power Distributing Co. and

Muscle Shoals Fertilizer Co., corporations organized and existing under the

laws of Florida, submit the attached proposal.
Upon acceptance of the proposal, or after modifications or additions which

are mutually agreed upon, the said Muscle Shoals Power Distributing Co.

and the Muscle Shoals Fertilizer Co., will enter into written lease contract
s

with the United States, and perform such other conditions as may be required

to carry out such lease contracts.
Respectfully submitted,

MUSCLE SHOALS POWER DISTRIBUTING Co.,

By THOMAS W. MARTIN, President.
MUSCLE SHOALS FERTILIZER CO.,

By LOUIS C. JONES, Vice President.

PROPOSAL TO LEASE THE NITRATE AND POWER PLANTS AT MUSCLE SHOALS

1. Tennessee Electric Power Co., Chattanooga, Tenn.; Memphis Power &

Light Co.,. Memphis, Tenn.; Mississippi Power Co., Gulfport, Miss.; Mississipp
i

Power & Light Co., Jackson, Miss.; Mississippi Delta Power & Light Co., Green
-

ville, Miss.; Alabama Power Co., Birmingham, Ala.; Gulf Power Co., Pensa-

cola, Fla.; Kentucky Utilities Co., Louisville, Ky. ; Gulf Electric Co., Mobile,

Ala.; Georgia Railway & Power Co., Atlanta, Ga. ; Louisiana Power & Light

Co., Monroe, La.; Arkansas Light & Power Co., Pine Bluff, Ark.; and New

Orleans Public Service (Inc.), New Orleans, La., have caused to be organized

Muscle Shoals Fertilizer Co., hereinafter called the fertilizer company, and

Muscle Shoals Power Distributing Co., hereinafter called the power compa
ny,

for the purpose of making this proposal to lease the nitrate properties of the

United States at Muscle Shoals, Ala., and to operate thereon plants for the

production of nitrogen and other fertilizer ingredients; and to lease and operate

the electric power generating plants of the United States at Muscle Sho
als, to

provide power at Muscle Shoals for such use as the Government ma
y from

time to time require for national defense and as it may authorize fo
r the pro-

duction of fertilizer, and to sell surplus power from said power plants
 to the

public through power-distributing companies under regulation of duly 
consti-

tuted public authorities in States within the radius of its economic use.

The entire common stock of the fertilizer company is owned by the 
power

company, and the common stock of the power company will be subscr
ibed by

or on behalf of the power companies above named engaged in public serv
ice.

For the corporate purposes of the power company there will be provided
 a total

of $10,000,000, or so much thereof as may be necessary.

2. The fertilizer company will lease for $1 per year and the consideratio
ns

hereinafter named for a period of 50 years nitrate plant No. 1 and nitrat
e

plant No. 2, at Muscle Shoals, Ala., including all lands, buildings, 
machinery,

fixtures, and equipment, tools and supplies belonging thereto, and th
e Waco

quarry, the railroad belonging thereto, its buildings and equipment
, with the

right to make alterations and construct and install plants and 
equipment

thereon. Additional plants, installations, or equipment constructed under

section 14 hereof shall be included in this lease. The lease also to include

the right, license, and privilege to operate the leased prem
ises and to dispose

of the product and to use any and all patents, pro
cesses, methods, formulze,
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and designs relating to the production of fertilizer or fertilizer materials, the
use of which the United States has the legal right to authorize.
3. In the plants covered by said lease, or in such plant or plants as it may

construct on the leased premises, the fertilizer company will produce and put
into fertilizers as in this section provided 40,000 tons annually of fixed
nitrogen.
Within two years after possession of the properties leased is given to the

fertilizer company it will provide at its own expense fertilizer plants and
equipment having an annual capacity of 5,000 tons of fixed nitrogen and
24,000 tons of phosphoric acid, which combined will produce 40,000 tons of
ammonium phosphate containing approximately 60 per cent phosphoric acid
and approximately 15 per cent ammonia, and will operate such plants and
the units hereinafter provided for continuously throughout the lease period
in response to market demands at the price herein provided in the manu-
facture of nitrogen, ammonium phosphate, and other commercial fertilizers,
mixed or unmixed and with or without filler.
Within two years after the completion of the first unit the fertilizer com-

pany will construct a second unit having an annual capacity 9f 5,000 tons
of nitrogen and 24,000 tons of phosphoric acid, and will continue to increase
the plant capacity to a maximum of 40,000 tons annually of fixed nitrogen
with phosphoric-acid plants or other plants required in the manufacture of
nitrogen, ammonium phosphate, and other commercial fertilizers, mixed or
unmixed and with or without filler. The second and subsequent units
of said plant to be constructed and operated as may be authorized by the
board provided in section 6 hereof with funds made available from the lease
of power plants as provided in section 14 hereof.

4. The fertilizer company shall have the preferred use of all power from
the leased power plants of the Government at Muscle Shoals for the produc-
tion of nitrogen and other fertilizer ingredients at a price to be established
by the Secretary of Agriculture; payment in such amounts as shall be fixed
by the Secretary of Agriculture for the power so used to be made by the
fertilizer company direct to the United States or to the fund created by sec-
tion 14 hereof.
The Secretary of Agriculture may vary the amount so fixed by Mm as he

may deem necessary to initiate, establish, or maintain the business of ferti-
lizer production on an economic commercial basis, having in view the useful-
ness of such fertlizer ingredients in time of war. If the hydroelectric power
requirements of the fertilizer company exceed 100,000 horsepower, the fer-
tilizer company shall from time to time give reasonable notice of its power
requirements.

5. The fertilizer company will offer for sale the fertilizers so produced to
farmers, cooperative purchasing organizations of farmers, or associations of
farmers, and others, the sale price to be fixed from time to time by the board
mentioned in section 6 hereof, but at not less than the actual cost to the fer-
tilizer company; actual cost to include all costs entering into the operation and
maintenance of the leased premises, the manufacture, sale, storage, and distri-
bution of fertilizer, and 8 per cent per annum net return on the actual money
provided hereunder by the fertilizer company from and during the time said
money is so provided, but not including any return on the money furnished
from the fund created by section 14 hereof.

6. The Secretary of Agriculture from time to time shall appoint and remove
members of a board of five, to be known as the farmers' Muscle Shoals fer-
tilizer board, to be composed of three representatives of farmers' organizations
or associations, such representatives to be persons actually engaged in farming,
a representative of the United States Department of Agriculture, and a nominee
of the fertilizer company, whose duty will be to prescribe regulations, to be
approved by the Secretary of Agriculture, for the sale and territorial distribu-
tion of fertilizer products; to provide for an audit and verification of the state-
ments and the books of the fertilizer company of the cost of fertilizer here-
under; to advise with the company as to the price to be charged for fertilizer
so as to limit the profit as herein provided and with respect to the production
necessary to meet the market demands for fertilizer. For such purpose, said
board shall have access to the books and records of the company. The fer-
tilizer company shall offer for sale such amounts of fertilizer produced by
cooperative-purchasing organizations or associations of farmers and other
agencies, as the board may direct
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7. The board of directors of the fertilizer company to consist of 10 members,
selected annually, as follows: One to be the director of the Nitrogen Research
Laboratory, United States Department of Agriculture, one to be appointed
by the Secretary of War, three to be appointed by the Secretary of Agri-
culture from nominees submitted to him by representative farm organizations,
and five to be selected by the stockholders of the fertilizer company.

8. The fertilizer company will agree to operate or maintain nitrate plant
No. 2 during the term of this lease in its present state of readiness, or its

equivalent in respect to capacity for the manufacture of materials necessary
in time of war for the production of explosives, reasonable wear and tear,

accidents, explosions, and acts of God excepted; such obligation as to operation
or maintenance to cease when in the judgment of the Secretary of War other

plants are erected which have equivalent nitrogen capacity and which render

the further maintenance of said plant unnecessary. Any change, alteration,

or modification of plant No. 2 shall be subject to the approval of the Secretary

of War.
All property, material, or supplies (other than real estate or permanent

buildings) shall be stated by items in a joint inventory at the time the

property is transferred under the lease. Any such property which the leases

may designate at any time as not usable or useful for its purposes may, in the

discretion of the Secretary of War, be disposed of as the Secretary shall

direct, the cash proceeds to be credited to the fund provided in section 14

hereof.
9. The United States shall have the right to take over and operate the ferti-

lizer company's plant hereunder whenever necessary in the interest of national

defense, and such of its expert and other personnel as may be necessary shall

be at the disposal of the United States, the United States to reasonably com-

pensate the fertilizer company for the use thereof and to protect the fertilizer

company from losses occasioned by such use and return the property in as

good condition as when received.
10. The power company shall pay to the fertilizer company for its stack or

other obligations a sum sufficient to construct and provide working capital

for the 40,000-ton ammonium phosphate plant provided for in section 3 hereof.

11. The power company will lease for a period of 50 years the power project

at Dam No. 2, including the hydroelectric and operating equipment and appur-

tenances thereunto belonging, the spillway gates, transformers and substa-

tions (now installed or to be installed under existing appropriations), the

power-transmission lines connecting the hydroelectric and steam-power plant

at nitrate plant No. 2 with the lines of the Alabama Power Co., the steam-

power plant at nitrate plant No. 2, and the lands and buildings owned by the

United States in connection with the hydro and steam plant, except the locks

and other navigation facilities and the highway over said dam and the ap-

proaches thereto.
The lease period to begin when possession of the above-mentioned proper-

ties is given to the power company, ready for service, capable of del
ivering

100,000 horsepower from the hydroelectric plant.

12. The power company, at its own expense, during the lease period wil
l

make all necessary renewals and repairs incident to efficient maintenance
 of

the steam plant and of Dam No. 2 and Dam No. 3 if constructed under 
the

terms of this lease, the spillway gates and transformers and substation
s, sub-

structures, superstructures, machinery and equipment appurtenant to the

power houses at Dam No. 2 and Dam No. 3, and shall maintain the same in

efficient operating condition as required of licensees of the Federal Power
 Com-

mission, except that repairs and maintenance of the locks and other 
naviga-

tion facilities and the highway over the dams shall be made by a
nd at the

expense of the United States.
The power company will insure and keep the said hydroelectri

c and steam

plants insured to their full insurable value in the manner and to 
the extent

it is customary to insure such plants of like kind, as may be appro
ved by the

Secretary of War, all loss or damage to be payable to the United Stat
es and

the power company as their interests may appear and upon th
e termination

of the lease to surrender the properties included in said lea
se in as good con-

dition as when received, reasonable wear and tear from us
e, loss or damage

resulting from inherent defects of design or construction, earth or r
ock move-

ments. and acts of God or the public enemy excepted. 
All insurance policies

shall be subject to the approval of the Secretary of War. The
 cost of such

insurance shall be borne by the company.
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In the event said plant should become inoperative for 30 days or more
through no fault of the power company, the rental payment for such period
shall be reduced in direct proportion to the reduction in generating capacity
resulting from such interruption.
13. In the interest of national defense the production of nitrates and other

materials essential in times of war and to provide power for the production
of fertilizer the power company will operate or cause to be operated the power
plants leased in a manner to secure the greatest efficiency and maximum
power output through interconnection with auxiliary storage, steam reserve,
and other power plants operated by interconnected power companies; will
deliver to the fertilizer company at Dam No. 2, or at the steam plant from the
power plants leased hereunder, three phase, alternating current 60-cycle power
required for the production of nitrogen and other fertilizer ingredients by
it for such periods, at such reasonable voltage and in such amounts as may
be desired, the quantity of power to be delivered not to exceed the total
output of the leased plants, and all contracts or agreements between the power
company and others for the sale of power from the leased plants for public
utility or industrial purposes shall contain a proviso that said power may be
withdrawn on reasonable notice st any time during the lease period if and
when said power is needed for the manufacture of fertilizer.
The rentals hereunder provided to be paid by the power company to the

Government shall be reduced $20 per horsepower year by hydroelectric power
and by the actual cost of steam power furnished by the power company to
the fertilizer company. If the hydropower requirements of the fertilizer
company exceed 100,000 horsepower, the fertilizer company shall pay the
power company a minimum sum per horsepower-year for the hydropower in
excess of such amount fixed by the Federal Power Commission as the fertilizer
company's part of the fixed charges and the cost of operating the hydroelectric
plants and the necessary renewals and replacements arid in addition thereto
the actual cost of steam power furnished to it.

14. The power company will pay annually for the power properties leased
$1,000,000 at the end of the first year after the beginning of the lease period;
$1,000,000 at the end of the second year; $1.250.000 at the end of the third
year; $1.500,000 at the end of the fourth year; and $2,000,000 at the end of, each
year thereafter, said payments, however, to be subject to the provisions of
section 13 hereof.
To safeguard national defense and to guarantee the production of nitrates

and other fertilizer ingredients in the interest of agriculture, a portion of
said payments shall be paid into a fund to be held by the Federal reserve
bank for the fifth district, as follows:
The first $700,000 at the end of each of the first two years of this lease;

the first $950,000 at the end of the third year; the first $1.200,000 at the end
of the fourth year; the first $1,700.000 at the end of the fifth year; the first
$1,700,000 at the end of the sixth year; and the first $800,000 at the end of
each year thereafter until Congress shall otherwise direct. This fund shall
be set apart and expended under the provisions of section 3 hereof, as the
Secretary of War may authorize and direct, for the construction, installation,
and operation of other plants and facilities as the increased market demands
for fertilizer and the interests of national defense may justify, such plants
and facilities to be designed and constructed with a view to their usefulness
for the most economic production of nitrates and fertilizer materials or
explosives or other materials necessary in time of war, and to be located on
the lands leased to the fertilizer company and to be the property of the
United States.
The remaining portion of said payments shall at the same time be paid to

the treasurer of the United States.
15. If the United States constructs Dam No. 3 and its hydroelectric plant,

the power company shall on its completion lease for a period to terminate
with the lease of Dam No. 2, the hydroelectric and operating equipment and
apurtenances thereunto belonging, including the spillway gates, transformers,
and power transmission lines of the power company, together with the lands
and buildings owned or acquired by the United States in connection with said
Dam No. 3 and its hydroelectric plant, except the locks and other navigation
facilities. The period of the lease of said Dam No. 3 shall begin when posses-
sion is given to the power company of the above-mentioned properties, ready
for service, capable of delivering 80,000 horsepower.
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16. The power company shall pay as rental for the lease of Dam No. 3 4 per
cent annually of the total cost thereof, the rental not to exceed $1,200,000 per
annum, payable at the end of each year, except that for the first three years
of operation payments shall be made as follows: For the first year during
which 80,000 horsepower is installed and made ready for service, $500,000, or
the proper proportion thereof if 80,000 horsepower Ls not ready for the whole
of the first year; $750,000 at the end of each two succeeding years; and there-
after increasing to the maximum rental.

17. The Government may install additional generating, transformer, and
switching equipment in the power plants at Dams Nos. 2 and 3 and the steam
plant at nitrate plant No. 2, and such additions shall be included under this
lease and annual payments to the Government shall be increased by an amount
equal to 4 per cent on the cost of the additions: Provided, That if the Govern-
ment does not make such additions within two years after being requested so

to do by the power company, the power company may install such additions

to the power plants at Dams Nos. 2 and 3 and in the steam plant at nitrate
plant No. 2 at its expense in accordance with plans and specifications to be
prepared by the power company and approved by the Secretary of War. The
power company shall also have the right to erect, operate, and maintain addi-

tional power lines, substations, and other facilities on Government-owned

lands necessary for the efficient operation of the power plants and for the
transmission of power therefrom.

18. If the United States does not authorize the construction of Dam No. 3, its

power house and its hydroelectric equipment and appurtenances thereto within

five years, the Federal Power Commission shall have authority to grant a
license for its construction in accordance with plans approved by the Secretary

of War, the United States to acquire flowage rights and to pay the cost of road

changes and of locks and navigation facilities.
19. Operation of the power plants at Dam No. 2 and Dam No. 3, in so far as

they affect navigation, and of the locks and other navigation facilities, to be

at all times controlled by such reasonable rules and regulations in the interest

of ,navigation and the production of power, including the control of the level

of the pool caused by said dam, as may be made from time to time by the Sec-

retary of War.
The power company shall furnish free of charge necessary power and light

for operation of the locks and other navigation facilities at Dam No. 2 and

Dam No. 3 and for such lighting facilities as the United States may maintain

for the highway over the dam and approaches thereto.
20. At the end of the lease period the additional power generating units and

other improvements or additions made by the power company shall be taken

over by the United States under the terms provided for the recapture of simi-

lar facilities under the Federal water power act and until so taken over the

lease shall be renewed annually.
21. A reasonable sum, not greater than the cost of steam power at the leased

plants at Muscle Shoals saved by virtue of actual improved regulation of steam

flow resulting from headwater improvements hereafter made by the United

States or a licensee under the Federal water power act shall be paid annually

to the Government as the benefits accrue to the power company.

22. The power company shall agree that during the period of the lease the

officers and directors of the company shall, at all times, be citizens of the

United States, and that it will not be owned or controlled by persons who are

not citizens of the United States of America.
23. Whenever the safety of the United States demands, the United States

shall have the right, in accordance with the Federal water power act, to take

over and operate the projects covered by this lease for any other purpose

involving the safety of the United States, for such length of time as may

appear to the President necessary for such purposes.
24. The power company will abide by such reasonable regulations of the

service to be rendered to customers or consumers of power, and of the rates

and charges in payment therefor, as may from time to time be prescribed by

any duly constituted agency of the State in which the service is rendered or

the rate charged, and in case of development, transmission, distribution, sale,

or use of power in public service by the power company or its customers

engaged in public service within a State which has not authorized and em-

powered a commission or other agency or agencies within said State to regu-

late and control the service to be rendered by the power company, or by its

customers engaged in public service, or the rates of payment therefor, or the
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amount or character of securities to be issued by any of said parties, the powercompany agrees that as a condition of this lease jurisdiction be conferredupon the Federal Power Commission, upon complaint of any person aggrievedor upon its own initiative, to exercise such regulation and control until suchtime as the State shall have provided a commission or other authority forsuch regulation and control, provided that the jurisdiction of the FederalPower Commission shall cease und determine as to each specific matter ofregulation and control prescribed in this section as soon as the State shallhave provided a commission or other authority for the regulation and control
of that specific matter.

25. The power company to also agree that when said power or any partthereof shall enter into interstate or foreign commerce the rates charged andthe service rendered by the power company or by any subsidiary corporation,the stock of which is owned or controlled directly or indirectly by the powercompany, or by any person, corporation, or association purchasing power fromthe power company for sale and distribution or use in public service, shallbe reasonable, nondiscriminatory, and just to the customer; and whenever anyof the States directly concerned has not provided a commission or other au-thority to enforce the requirements of this section within such State or toregulate and control the amount and character of securities to be issued byany of such parties or such States are unable to agree through their properlyconstituted authorities on the services to be rendered or on the rates or-charges of payment therefor, or on the amount or character of securities tobe issued by any of said parties, that jurisdiction be conferred upon the Fed-eral Power Commission, upon complaint of any person aggrieved, upon therequest of any State concerned, or upon its own initiative, to enforce the pro-visions of this section, to regulate and control so much of the services ren-dered, and of the rates and charges of payment therefor as constitute inter-state or foreign commerce, and to regulate the issuance of securities by theparties included within this section, and securities issued by the lessee sub-ject to such regulations shall be allowed only for the bona fide purpose offinancing and conducting the business of the lessees.
26. In addition to any other remedies that may be possessed by the UnitedStates, the power company agrees that the Attorney General may on requestof the Secretary of War, or of the Secretary of Agriculture, institute pro-ceedings as provided in the Federal water power act for the purpose of reme-dying or correcting by injunction, mandamus, or other process any act of com-mission or omission in violation of any of the terms of this lease or any pro-vision of the Federal water power act applicable hereto or of any lawful regu-lation or order promulgated thereunder, and that in case of the failure of thepower company to comply with any final decree entered in any such proceed-ing, the Attorney General may on request of the Secretary of War, or of theSecretary of Agriculture, institute proceedings as provided in said Federalwater power act for the purpose of revoking this lease.
27. The respective leases shall be made in favor of the fertilizer companyand power company, their successors, and assigns.

MUSCLE SHOALS POWER DISTRIBUTING Co.,
By THOS. W. MARTIN, President.Attest:

STEPHEN A. DAWLEY, Assistant Secretary.
MUSCLE SHOALS FERTILIZER Co.,

By Louis C. JONES, Vice President.Attest:
W. J. BALDWIN, Assistant Secretary.



EXHIBIT G

MUSCLE SHOALS

PROPOSALS OF UNION CARBIDE CO. •

UNION CARBIDE CO.,
New York, April 9, 1926%

The Joint Committee of the Senate and House of Representatives,
Washington, D. C.
GENTLEMEN: Union Carbide Company (and other corporations

associated with it) has been engaged for more than 25 years in the
operation of electric furnaces used for the manufacture of electro-
chemical and electrometallurgical products, and has had many years'
experience in the operation, maintenance, and management of hydro-
electric plants. During these years it has accumulated a vast fund
of experience, much research and experimental data, and has built
up an unusual technical organization composed of technologists
highly expert in chemistry, metallurgy, and hydraulic, electrical, and
mechanical engineering, and it also maintains a highly skilled research
organization familiar with these various lines of industry.
Some years ago, in the course of its activities, we became deeply

interested in the general problem of the fixation of atmospheric
nitrogen in forms available for the production of explosives in times of
war, and most useful for fertilizer purposes in times of peace. In
order to keep informed of the latest developments throughout the
world, we have caused many studies and investigations to be made of
plants and processes being proposed and developed and in the course
of our investigations in Europe became familiar with the Lidholm
process for the production of urea from cyanamide. We acquired
in 1923, at considerable cost, an option on this process and patents,
and subsequently have expended a large amount of time, effort, an
money in research, experimental, and development work in connec-
tion with this process, in the course of which we built a demonstra-
tion plant at Niagara Falls, N. Y. The operation of this plant
confirmed the figures which we had made with respect to this process,
both as to efficiency and cost of production, and also confirmed our
views as to the value and peculiar availability of this process for use
in connection with nitrate plant No. 2 at Muscle Shoals.
As a result of our investigations and in an effort to aid in the solu-

tion of the Muscle Shoals problem, we submitted to the Secretary of
War two proposals, one dated January 21, 1924, for a part of the
property and a power supply, and the other dated April 28, 1924, for
all of the power and property of the United States in the vicinity of
Muscle Shoals. In our original proposal we signified our willingness
to make the suggested agreements with respect to such power and
properties, either with the United States or with any lessee or pur-
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chaser thereof from the United States, and our position in this respect
remains unchanged.
Both of the proposals above referred to required the United States

to grant to this company the right and license to use for the manu-
facture of fertilizer and of fertilizer compounds in nitrate plant No. 2
any and all patents, processes, and methods with and under which
nitrate plant No. 2 was designed and equipped to operate Obvi-
ously, the purpose of this condition was to require the United States
to acquire whatever patent rights and licenses were necessary either
from the American Cyanamid Company or its subsidiary (owners of
the early and broad cyanamide patents in the United States) or from
others, and to license us thereunder so far as the operation of nitrate
plant No. 2 in the production of fertilizer was concerned. We were
informed that there was some question as to the right of the United
States to enter into any such arrangement as we proposed under the
terms of its original license arrangement with the American Cyanamid
Company.
In order that this question of conflicting patent rights might be com-

posed and in an effort to eliminate royalties under these patents and
to reduce to a minimum all such royalties, negotiations were started
between this company and the American Cyanamid Company in
order to harmonize our interests and to enable us to jointly cooperate
in a solution of the Muscle Shoals problem. We became convinced
that irrespective of past claims, arrangements and proposals made by
various individuals and private corporations, it would be for the best
interests of the United States and of American agriculture to work
out some plan under which the American Cyanamid Company and
Union Car-bide Company could work in harmonious unison. Accord-
ingly, we have just concluded a tentative arrangement with Air
Nitrates Corporation, through the American Cyanamid Company,
under which we agree to assign to it our option to acquire an exclusive
license under the LidhoLm patents for the United States for the
production of explosives and fertilizer compounds. We have under-
taken to give the assignee company the full benefit of our knowledge,
experience, and organization in connection with the operation of
nitrate plant No. 2, and in the solution and improvement of fertilizer
manufacture generally. We also extend to it the privilege of con-
sulting at all reasonable times our technologists, chemists, and research
laboratory in connection therewith as well as our electrical, mechani-
cal, and hydraulic engineering staff in connection with the hydro-
electric installation at Muscle Shoals and studies and designs upon
and for the Tennessee River and its tributaries.
In addition we have also arranged to establish at Muscle Shoals a

plant for the production and distribution of electrochemical and
electrometallurgical products, which are universally used and required
in the operation of the basic industries of the United States, such as
the steel industry. It has been amply demonstrated in the various
hearings held in connection with Muscle Shoals that these products
are just as important and just as essential from the standpoint of
national defense, as fixed nitrogen, and that they are equally im-
portant in the arts for peace-time use. Most of these highly tech-
nical, specialized commodities can only be made in electric furnaces
and commercially only when employing hydroelectric power. In
order to establish and maintain this proposed large and important
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local industry, the arrangement with Air Nitrates Corporation con-
templates that, if it becomes the lessee of the Muscle Shoals proper-
ties, it will undertake the manufacture of fertilizer upon most favor-
able terms, and in addition thereto will supply to us a sufficient
amount of hydroelectric power to operate our proposed essential and
key industry.
In view of the foregoing arrangement, which will enable these two

separate and otherwise wholly unrelated corporations to combine
their efforts, and thus to make possible the establishment of two lines
of essential industry, both vitally necessary to national defense and
both equally adapted and required for peace-time use, we heartily
indorse the proposal submitted by the American Cyanamid Com-
pany, and hope you will recommend it to Congress.
The granting of a lease on the Muscle Shoals properties and power

to Air Nitrates Corporation under that company's proposal (copy
of which is in our possession) will result in many advantages to the
American Government and to American agriculture and to American
industry, including the following:

(1) Provides for retention by the Government of title to all its
Muscle Shoals properties, subject to a lease limited to 50 years.
(2) Provides for the maintenance and readiness for use of nitrogen

fixation plants for national defense purposes in case of national
emergency.

(3) Provides ways and means commercially and economically to
utilize in the production of desirable fertilizer compounds the exist-
ing large investment of the United States in nitrate plant No. 2,
otherwise regarded as obsolete and valueless.

(4) Provides for the construction by the lessee under the Federal
water power act of feasible regulating dams and reservoirs on the
Clinch River (with the right of the Government to acquire same)
and for their proper operation in order to insure the maximum benefit
and the maximum generation of continuous hydroelectric power, not
only at Dam No.2 but at all other available power sites on the Tennes-
see River below its junction with the Clinch River, thus conforming
to the recommendation of the minority of the Muscle Shoals inquiry.
(5) Provides an equitable plan for the manufacture and distribu-

tion of fertilizer and for the establishment and operation of other
essential industries vitally necessary in time of war and highly
useful in time of peace.
(6) Avoids controversy and payment of royalties under the

original cyanamide patents and processes owned by American
Cyanamid Company.
(7) Makes available for use without payment of royalties the

many later improvements and patents upon concentrated fertilizer
owned by American Cyanamid Company.
(8) Makes available, without profit to this company, the Lidholm

urea process and patents without expense to fertilizer other than
moderate royalties payable to the European patentees.
(9) Makes available the special knowledge and experience of both

this company and of American Cyanamid Company in the operation
of hydroelectic power plants, the manufacture of calcium carbide
for conversion into calcium cyanamide, and of the production there-
from of fixed nitrogen in forms suitable for explosives and for ferti-
lizer, and insures the continuance of cooperation between these corn-
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panies and the consalting services of the technical staffs of both
organizations.
(10) Makes available past and future research, experimental and

development work on the general nitrogen fixation problem by the
respective technical organizations and research laboratories of 'both
American Cyanamid Company and Union Carbide Company.
(11) Makes available for use in fertilizer fixed nitrogen in more

than one form, each possessing peculiar and desirable character-
istics, thus affording means of producing from cyanamide both
urea and ammophos, the former containing more than 40 per cent
fixed nitrogen and the latter containing more than 40 .per cent of
plant food, and consequently affording ample opportunity

i
 for com-

parison as to which is cheaper to manufacture and which s the more
desirable for various fertilizer purposes.
(12) Secures the establishment remote from the coast and frontiers

of the United States of large industrial plants not only for the fixation
of nitrogen but also for the manufacture of eleetrochemical and
electro-metallurgical products, all of which are vitally essential
from the standpoint of national defense, as emphasized by the
minority of the Muscle Shoals inquiry.
(13) Provides for the sale and distribution throughout the eco-

nomically tributary territory of surplus power available and of
additional power to become available at Muscle Shoals, for general
industrial and domestic uses through either existing transmission
agencies or others which may become available.

While we strongly recommend the foregoing programme and urge
its recommendation to Congress by your committee, in view of the
facts herein disclosed, as the best solution of the Muscle Shoals
problem, we do not wish to be in the position of withdrawing our
earlier proposals, and in the event that you do not adopt this sug-
gested solution and that you decide not to recommend the Air
'Citrates Corporation's proposal, we beg to attach hereto and make
a part hereof, two proposals similar to those which we presented
to the Secretary of War under dates of January. 21, 1924, and April
28, 1924, respectively, but somewhat revised to meet changed
conditions.

Respectfully,
UNION CARBIDE COMPANY.

ALTERNATE PROPOSAL NO. 1

UNION CARBIDE CO.,_
New York, April 9, 1926.

The Joint Committee of the Senate and House of Representatives,
Washington, D. C.
GENTLEMEN: We beg to submit the following proposal for the lease

of the power and nitrate plants and other properties of the United
States at and near Muscle Shoals, Alabama, and the Waco quarry.
For the purpose of carrying into effect the terms of this proposal,

if accepted by Congress, Union Carbide Company, a Virginia cor-
poration, will cause a corporation to be organized (hereinafter called
the "lessee") with an authorized capital stook of not less than.
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$10,000,000 and with an initial paid in cash capital of not less than
$1,000,000 to be increased up to the full authorized capital stock if
and as additional capital is required to carry out the terms of the
proposed lease.
The lessee will enter into a lease with the United States upon

the general terms and conditions hereinafter set forth, the amplified
and detailed provisions thereof to be reasonable and to be incor-
porated in a formal lease to be mutually agreed upon. Union Car-
bide Company will give to the United States its written guaranty
of the full and prompt observance and performance by the lessee
of the covenants and agreements set forth in the lease by the lessee
to be observed and performed.

ESSENTIAL PROVISIONS OF LEASE

SECTION 1. The United States will demise and let unto the lessee,
and the lessee will lease from the United States—
(a) Dam No. 2, its power house and all of its hydroelectric and

operating appurtenances, accessories, and facilities (except the locks
and other navigation facilities), including transformers, a tie line of
not less than 120,000 horsepower capacity to the steam power plant
at nitrate plant No. 2 and all other transmission lines, together'
with all lands, buildings, easements and water-power rights appur-
tenant thereto, owned, controlled or hereafter acquired by the
United States in connection with said dam and power plant;
(b) All properties constituting nitrate plant No. 2 (as officially.

known and designated), with lands, buildings, materials, appurte-
nances, accessories, and facilities, complete, including its 60,000-kilo-
watt steam electric-power plant and its industrial village; together
with the right, license, and privilege to be granted by the United
States to the lessee to use in the manufacture of fertilizer and/or
fertilizer compounds any and all patents, processes, methods, and
designs with and under which nitrate plant No. 2 was designed and/or
equipped to operate;

(c) All properties constituting nitrate plant No. 1 (as officially
known and designated), with lands, buildings, materials, appurte-
nances, accessories, and facilities, complete, including its industrial
village; together with the right, license, and privilege to be granted
by the United States to the lessee to use in the manufacture of fer-
tilizer and/or fertilizer compounds any and all patents, processes,
methods, and designs with and under which nitrate plant No. 1 was
designed and/or equipped to operate, and also any and all patents,
processes, methods and designs relating thereto, now or hereafter
owned or controlled by the United States;
(d) All properties constituting the Waco quarry (as officially

known and designated), including lands, buildings, materials, ap-
purtenances, accessories, and facilities, complete, and such rights of
way and transmission lines, if any, between the Waco quarry and
nitrate plant No. 2 as the United States now owns;
all for the term of fifty (50) years beginning with the date on which
the first eight (8) generating units in said power house shall be com-
pleted and turned over to the lessee ready for operation: Provided,,
however, That the lessee shall have the right to occupy the properties
set forth in items (b), (c), and (d) of this section at any time prior to,

S R--69-1—vol 2 56
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the commencement of the term. of the lease and to exercise all the
rights and privileges granted to it by the lease, in so far as the same
relate to research, experimental, and development work and to alter-
ations and additions to properties, plant, machinery, and equipment
in preparation for operations under the lease.
SEC. 2. The lessee will pay to the United States as annual cash

rentals for said leased properties and rights at the end of each year
of the term of the lease as follows:

A. As rentals for Dam No. 2 and other leased properties and rights
set forth in item (a) of section 1 hereof—

(1) For each of the first six (6) years of the, term of the lease,
$750,000;
(2) For each of the next four years of the term of the lease,

$1,500,000; and
(3) For each of the remaining forty (40) years of the term of the

lease, $2,150,000, plus $25,000 for each additional generating unit in
excess of the fourteen (14) generating units to be installed under the
provisions of section 3 hereof, for each full year of said forty (40)
years (fractions of a year in proportion) in which such excess generat-
ing unit may be installed ready for operation under the provisions of
section 3 hereof.
B. For said 60,000-kilowatt steam electric power plant, with its

power house, machinery, and appliances appurtenant thereto, for
each year of the term of the lease, $200,000.

C. For nitrate plant No. 2 and other properties (except said 60,000-
kilowatt steam electric power plant) and rights set forth in item (b)
of section 1 hereof, for each year of the term of the lease, $150,000.
D. For nitrate plant No. 1 and other properties and rights set

forth in item (c) of section 1 hereof, for each year of the term of the
lease, $25,000.
E. For the Waco quarry and other properties and rights set forth

in item (d) of section 1 hereof, at the rate of five (5) cents per ton
on all stone removed therefrom during each year of the term of the
lease.

SEC. 3. The United States will complete Dam No. 2, its power
house and appurtenances (including the first eight (8) generating
units aggregating approximately 240,000-horsepower capacity) ready
for operation, with no unreasonable delay and not later than July 1,
1926. Thereafter the lessee, at its own expense in the first instance,
when necessary to meet the market demands for power and in no
event later than July 1, 1936, shall furnish and install additional
generating units, beyond the eight (8) generating units hereinbefore
mentioned, up to a total of six (6) additional generating units; and,
if and when necessary to meet the market demands for power, may
furnish and install further additional generating units, -beyond the
fourteen (14) generating units hereinbef ore provided for, up to a,
total of four (4) further additional generating units; each such addi-
tional generating unit to have a capacity similar to the unit capacity
of the second four (4) generating units to be installed by the United
States. The lessee will reimburse itself for the cost of the furnishing
and installation of all such additional generating units so furnished
and installed beyond said eight (8) generating units, by retaining the
amount thereof, with interest at the rate of 5% per annum on unre-
paid balances thereof, out of current rentals set forth in item A of
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section 2 hereof. The United States shall own such additional
generating units, subject, however, to the terms of the lease.
SEC. 4. The lessee will, at its own expense, throughout the term of

the lease, operate, maintain, and make all renewals and repairs neces-
sary for the efficient maintenance of the spillway gates of Dam No. 2,
the power house and .its substructures, superstructures, machinery,
and appliances, and will maintain the same in efficient operating con-
dition; all repairs and maintenance of Dam No. 2 and all operation
and maintenance of the locks and navigation facilities thereof shall
be under the direction, care, and responsibility of the United States,
and at its expense, during the term of the lease.
SEC. 5. The lessee will at all times during the term of the lease

furnish to the United States, free of charge, electric power necessary
to operate the locks and other navigation facilities of Dam No. 2.
SEC. 6. The lessee may, if and when necessary to meet the market

demands for power, furnish and install, at its own expense, additional
steam electric generating units and other equipment in said steam
electric power plant up to an additional aggregate capacity of 60,000
kilowatts, and in such event such additional generating units shall
be owned by the lessee but shall at the termination of the lease be
subject to purchase by the United States at the then fair value thereof
as may be determined by the then Secretary of War.
SEC. 7. The lessee will, at his own expense, throughout the term

of the lease, operate, maintain, and make all renewals and repairs
necessary for the efficient maintenance of said steam electric power
plant with its power house, machinery, and appliances appurtenant
thereto and maintain the same in efficient operating condition.
SEC. 8. The lessee may, at its own expense, acquire, lease, or con-

struct and install substations, transmission lines, and distributing
systems of any desired voltage, beyond the generator and feeder
control station and tie lines of the proposed installation by the United
States, in addition to those installed and to be installed by the United
States, for the transmission of power from Dam No. 2 and from said
steam electric power plant and for distribution of said power to nitrate
plant No. 2, nitrate plant No. 1, public utilities and/or other cus-
,tomers, and will at its own expense operate, maintain, and make all
renewals and repairs to any such substations, transmission lines, and
distributing systems necessary to maintain the same in efficient oper-
ating condition. Any such additional substations, transmission lines,
and distributing systems so acquired or constructed and installed by
the lessee shall be owned by the lessee but shall, at the termination
of the lease, be subject to purchase by the United States at the then
fair value thereof as may be determined by the then Secretary of War.
SEC. 9. The lessee will reserve for the term of the lease, for use in

the manufacture of fertilizer and/or fertilizer compounds at nitrate
plant No. 2, or its equivalent, as provided in item (2) of section 19
hereof, electric power provided for in said item (2), sufficient to enable
the lessee to carry out its agreement in said item (2) set forth, at cost.
The lessee will further reserve for the term of the lease for use in

the manufacture of fertilizer and/or fertilizer compounds at nitrate
plant No. 1, or its equivalent, as provided in items (4) and (5) of section
14 hereof, electric power sufficient to enable the lessee to carry out its
agreement in said items (4) and (5) set forth, up to an additional
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yearly average of approximately 50,000 horsepower, whenever it may
be required, at cost.
SEC. 10. Whenever any portion or portions of the electric power

herein provided to be reserved for use as provided in section 9 hereof
shall not be required for such use, then such portion or portions may
be leased or sold by the lessee for other uses until such time as such
portion or portions shall be required for such use.
SEC. 11. The lessee will distribute or make available for distribu-

tion, subject to laws and governmental regulations relating thereto,
such parts of the electric power generated by the leased power plants
as are not utilized for the production of fixed nitrogen, for operation
of navigation facilities, and for use in local industry at or near Muscle
Shoals, in Alabama and other States to which such electric power
may be reasonably transmitted.
SEC. 12. In the event that Dam No. 3 and its hydroelectric plant

shall be constructed by or for the United States prior to the termina-
tion of the term of the lease, the lessee shall have the preferential right
to lease from the United States said Dam No. 3, its power house and
all of its hydroelectric and operating appurtenances (except the lock
and other navigation facilities), including transformers and electrical
tie line of a capacity equal to the generating capacity of Dam No. 3
from Dam No. 3 to Dam No. 2, together with all lands and buildings,
easements, and water-power rights now owned or hereafter acquired
by the United States in connection with said Dam No. 3 for the
unexpired period of the term of the lease beginning with the date
when said power house and appurtenances of the capacity of 80,000
electric horsepower are constructed and installed and made ready
for service, upon the general terms and conditions hereinafter set
forth. In the event of such construction and the exercise by the
lessee of such right, then—

(a) The lessee thereafter at its own expense in the first instance,
when necessary to meet the market demands for power, shall furnish
and install additional generating units, beyond the generating units
hereinbefore mentioned, aggregating approximately 80,000 horse-
power capacity, up to a total of approximately 250,000 horsepower
capacity. The lessee will reimburse itself for the cost of the furnish-
ing and installation of all such additional generating units so furnished
and installed beyond said 80,000 horsepower capacity, by retaining
the amount thereof, with interest at the rate of 5 per cent per annum
on unrepaid balances thereof out of current rentals set forth in items
A, B, C, and D of section 2 hereof and in item (b) of this section,
and in item (b) of section 13 hereof if then operative. The United
States shall own such additional generating units, subject, however,
to the terms of the lease.
(b) The lessee will pay to the United States as annual cash rentals

for Dam No. 3, and other leased properties and rights hereinbefore
set forth in this section—
(1) Interest at the rate of 4 per cent per annum on the actual

expenditures made by the United States from time to time on said
Dam No. 3 and its hydroelectric plant and appurtenances, less the
sum of $4,300,000 as representing the value of said dam and locks
as navigation facilities; provided, that during each of the first three
years of the term of the lease with respect to said Dam No. 3 the
Interest amounts in excess of $250,000 per year may, at the option
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of the lessee, be deferred for a period not to exceed 10 years from the
date of delivery of said Dam No. 3 and its hydroelectric plant and
appurtenances to the lessee, such deferred interest amounts to bear
simple interest at 4 per cent per annum.
(2) Amortization in annual amounts sufficient, at 4 per cent inter-

est compounded annually for 100 years, to amortize the total actual
expenditures made by the United States on said Dam No. 3, its
hydroelectric plant and appurtenances, including its lock and naviga-
tion facilities.
(c) The lessee will, at its own expense, throughout the remainder

of the term of the lease, operate, maintain, and make all renewals
and repairs necessary for the efficient maintenance of the spillway
gates of Dam No. 3, the power house and its substructures, super-
structures, machinery and appliances, and will maintain the same in
efficient operating condition; all repairs and maintenance of Dam
No. 3 and all operation and maintenance of the lock and navigation
facilities thereof shall be under the direction, care, and responsibility
of the United States, and at its expense, during the remainder of the
term of the lease.
(d) The lessee will at all times during the remainder of the term

of the lease furnish to the United States, free of charge, electric power
necessary to operate the lock and other navigation facilities of Dam
No. 3.
SEC. 13. In the event that the so-called Cove Creek Dam and

Reservoir on the Clinch River near the mouth of Cove Creek and/or
a hydroelectric plant connected therewith shall be constructed by
or for the United States prior to the termination of the term of the
lease, the lessee shall have the preferential right to lease from the
United States said Cove Creek Dam and Reservoir, and/or its power
house and all its hydroelectric and operating appurtenances (except
its locks and navigation facilities, if any), including transformers and
transmission lines, if any, together with all lands and buildings,
easements, and water-power rights then or thereafter acquired by the
United States in connection with said Cove Creek Dam and Reser-
voir project, beginning with the date when said dam and reservoir
and/or hydroelectric plant are constructed and made ready for serv-
ice, upon the general terms and conditions hereinafter set forth.
In the event of such construction and the exercise by the lessee of
such right, then—

(a) The lessee, at its own expense in the first instance, when nec-
essary to meet the market demands for power therefrom, shall furnish
and install generating units, beyond the generating units (if any)
theretofore installed by the United States, up to a total of approxi-
mately 200,000 horsepower capacity, including power house therefor
and its operating appurtenances, if not theretofore installed by the
United States. The lessee will reimburse itself for the cost of the
furnishing and installation of all such additional generating units
and/or power house and appurtenances (if any) so furnished and in-
stalled by it, by retaining the amount thereof, with interest at the
rate of 5 per cent per annum on unrepaid balances thereof out of
current rentals set forth in items A, B, C, and D of section 2 hereof
and in item (b) of this section and in item (b) of section 12 hereof
if then operative. The United States shall own such additional
generating units, subject, however, to the terms of the lease.
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(b) The lessee will pay to the United States as annual cash rentals
for Cove Creek Dam and Reservoir and other leased properties and
rights as hereinbefore set forth in this section--

(1) Interest at the rate of 4 per cent per annum on the actual ex-
penditures made by the United States from time to time on said
Cove Creek Dam and Reservoir and its hydroelectric plant and
appurtenances, if any, less such amount as may fairly represent the
value of said dam and reservoir and any locks connected therewith as
navigation facilities, but on not to exceed $20,000,000 for the full in-
stallation of 200,000 horsepower, or $15,000,000 on said Cove Creek
Dam and Reservoir only.
(2) Amortization in annual amounts sufficient, at 4 per cent in-

terest compounded annually for 100 years, to amortize the total ex-
penditures made by the United States, but not to exceed $20,000,000
on said Cove Creek Dam and Reservoir, its hydroelectric plant and
appurtenances, excluding its locks and navigation facilities, if any,
or $15,000,000 on said Cove Creek Dam and Reservoir only.

(c) The lessee will,- at its own expense, throughout the remainder
of the term of the lease, operate, maintain, and make all renewals
and repairs necessary for the efficient maintenance of, the spillway
gates of said dam, the reservoir, and the power house and its sub-
structures, superstructures, machinery, and appliances and will
maintain the same in efficient operation; all repairs and maintenance
of said dam and all operation and maintenance of the locks and navi-
gation facilities thereof (if any) shall be under the direction, care,
and responsibility of the United States, and at its expense, during
the remainder of the term of the lease.
(d) The lessee will, at all times during the remainder of the term

of the lease, furnish to the United States, free of charge, electric
power necessary to operate the locks and other navigation facilities
(if any) of said dam.

(e) The lessee shall be entitled to reimburs(ment for such part of
the annual charges for interest, amortization, maintenance, and
depreciation on and operation of said Cove Creek Dam and Reservoir
as the Federal Power Commission may deem equitable, from all
licensees of the United States under the Federal water power act
that are directly benefited by the construction of said dam and
reservoir.
In the event said Cove Creek Dam and Reservoir shall not be con-

structed by or for the United States, but shall be permitted to be
constructed and operated by private parties under license from the
Federal Power Commission, the lessee shall be given priority in any
application for preliminary permit or for license to construct and
operate said dam and reservoir under the Federal water power act.
In the event said Cove Creek Dam and Reservoir is constructed by

the United States and is leased to any person or corporation other
than the lessee, or in the event said dam and reservoir is constructed
by a licensee (other than the lessee) of the United States under the
Federal water power act, then and in either of said events said dam
and reservoir shall be operated in such manner as to regulate the
flow of the Tennessee River below its junction with the Clinch River
to the highest reasonably practical degree of uniformity.
SEC. 14. (1) The lessee will use nitrate plant No. 2 in the manu-

facture of fertilizer and/or fertilizer compounds as provided in item
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(2) of this section, up to so much of its designed yearly capacity as
shall be sufficient for the annual production of up to twenty thousand
(20,000) net tons of fixed nitrogen contained in such fertilizer and/or
fertilizer compounds; and may use or sublet for use the remainder of
the yearly capacity of nitrate plant No. 2 not so required, in the manu-
facture, for its own account or for the account of any sublessee (as the
case may be), of such products as it or such sublessee (as the case
may be), may elect.
(2) The lessee will use in the manufacture of fertilizer and/or fer-

tilizer compounds at nitrate plant No. 2, or its equivalent electric
power up to a yearly average of 50,000 horsepower whenever it may
be required hereunder, at cost, in the manufacture of urea through
the medium of cyanamide, under the Lidholm patents and process
(with respect to which Union Carbide Company has an option for a
license on a royalty basis) ; said license under said patents and process
to be without profit to the lessee or Union Carbide Company but sub-
ject to the papnent to the owners of such patents and process of the
cost of acquiring said license and the license fees payable thereunder
as fixed in the said option; the United States to grant to the lessee the
right and license to use for the manufacture of fertilizer and/or fer-
tilizer compounds in nitrate plant No. 2 any and all patents, processes,
methods, and designs with and under which nitrate plant No. 2 was
designed and/or equipped to operate; and the lessee will sell such fer-
tilizer and/or fertilizer compounds so manufactured to such agencies

or purchasers as the United States may from time to time direct; all
•at cost plus 8 per cent.

The lease shall fairly define the word " cost " as applied to electric
power, including therein interest at the rate of 5 per cent per annum

on all invested and working capital of the lessee and at the actual

rate (not exceeding 5 per cent per annum) paid on money borrowed
by the lessee and employed with respect thereto, adequate deprecia-

tion and other reasonable and usual charges and expenditures, with

appropriate provisions for proper allocation where allocation is

equitable.
The lease shall also fairly define the word "cost" as applied to

fertilizer and/or fertilizer compounds, including therein interest at

the rate of 5 per cent per annum on all invested and working capital

of the lessee and at the actual rate (not exceeding 5 per cent per

annum) paid on money borrowed by the lessee and employed with

respect thereto, expense of research and experimental work, adequate

depreciation, and other reasonable and usual charges and expendi-

tures, including maintenance of all parts of nitrate plant No. 2

except such as may be used from time to time for manufacturing

purposes other than that of fixed nitrogen, with appropriate provisions

for proper allocation where allocation is equitable.
The lessee will furnish and install such additional machinery and

equipment as in its judgment successful commercial operation may

make necessary for the conversion of such cyanamide into urea, at

the expense in the first instance of the lessee, which shall reimburse

itself therefor by retaining the amount thereof, with interest at the

rate of 5 per cent per annum on unrepaid balances thereof, out of

current rentals set forth in items A, 11, and C of section 2 hereof

Such additional machinery and equipment shall be the property of

the United States.
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Should such manufacture and sale at any time in the future prove
competitively impracticable or commercially uneconomic, then as the
United States may elect and upon its request the lessee will (a)
manufacture at nitrate plant No. 2 as agent and at the cost of the
United States cyanamide and/or other fertilizers or fertilizer com-
pounds derived through the medium of cyanamide with the facilities
and on the general terms and conditions aforesaid and turn the same
over to the United States and/or to its nominees, at cost plus 8 per
cent; or (b) operate as agent and at the cost of the United States
other facilities, to be furnished by the United States in the vicinity,
of approximately like capacity, for the production of fertilizer and/or
fertilizer compounds and turn the same over to the United States
and/or to its nominees at cost plus 8 per cent.

(3) The lessee will maintain nitrate plant No. 2 in a condition of
readiness at least equal to its present condition for immediate opera-
tion in the manufacture of materials necessary for the production of
explosives. The lessee shall be permitted to make alterations
and additions to the plant, machinery, and equipment of nitrate
plant No. 2, such new plant, machinery, and equipment which may
be so added (other than the additional machinery and equipment
which may be furnished and installed as hereinbefore in item (2) of
this section provided for the manufacture of fertilizer and/or fertilizer
compounds), to be owned by the lessee, which shall have the right to
remove the same at the terminatioli of the lease, provided, however,
that the present capacity of nitrate plant No. 2 for the manufacture
of materials necessary for the production of explosives shall not be
thereby reduced.
(4) The lessee will use in the manufacture of fertilizer and/or

fertilizer compounds at nitrate plant No. 1, or its equivalent, electric
power up to a yearly average of approximately 50,000 horsepower,
whenever it may be required hereunder, at cost.
(5) The lessee will endeavor to use nitrate plant No. 1, or such

parts thereof as may be adaptable thereto, for the manufacture of
fertilizer and/or fertilizer compounds and to that end it will, during
the period of the first ten (10) years of the term of the lease, make
no use of nitrate plant No. I which will interfere with such manu-
facture or with its use for the manufacture of materials necessary for
the production of explosives; and in the event that during said period
of ten (10) years commercially practicable processes for the synthetic
production of ammonia or of other nitrogen Compounds and fertilizer
or fertilizer compounds derived therefrom shall be developed under
the provisions of item (6) of this section or can be with reasonable
(liligence acquired on a commercially economical basis, then the
lessee may, if it so elects, utilize or acquire (as the case may be) such
processes and furnish and install in nitrate plant No. 1 and maintain
and operate machinery and equipment utilizing such processes for the
production of such tonnage of fixed nitrogen contained in such
fertilizer or fertilizer compounds as it may from time to time deter-
mine, and in such case will sell the same to such agencies or pur-
chasers as the United States may from time to time direct, all at cost
plus 8 per cent, or, on request of and reasonable notice from the
United States, the lessee will, as agent and at the cost of the United
States, utilize or acquire (as the case may be) such processes and
furnish and install in nitrate plant No. 1 and maintain and operate
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machinery and equipment utilizing such processes sufficient for the
annual production of up to 20,000 tons of fixed nitrogen contained in
such fertilizer or fertilizer compounds and turn the same over to the
United States and/or to its nominees, at cost plus 8 per cent.
(6) The lessee will make investigations and do research and experi-

mental work to develop, improve, and cheapen processes of nitrogen
fixation and fertilizer manufacture up to an amount equal to $5 per
net ton of fixed nitrogen so manufactured and sold, until the annual
production of fixed nitrogen contained in fertilizer and/or fertilizer
compounds manufactured under said item (2) and/or said item (5)
shall be not less than 40,000 net tons. The lessee will utilize in such
research, experimental, and development work, and in such manufac-
ture, its knowledge, experience, and technical ability, and will use every
reasonable effort to successfully carry into effect the purposes set
forth in this item and in said items (2) and (5).

(7) The United States shall have the right, on five (5) days' written
notice to the lessee, to take over and operate all of the plants, proper-
ties, facilities, and rights of the lessee under the lease, together with
the personnel and operating organization of the lessee, on just terms
to be fixed by the Secretary of War, for the manufacture of materials
necessary for the production of explosives, if an whenever the United
States becomes involved in war.
SEC. 15. The lease shall contain reasonable and customary pro-

visions with respect to force majeure and default.
Respectfully submitted.

UNION CARBIDE COMPANY.

ALTERNATE PROPOSAL NO. 2

UNION CARBIDE CO.,
New York, April 9, 1926.

The Joint Committee of the Senate and House of Representatives,
Washington, D. C.
GENTLEMEN: We beg to submit the following proposal for the

kease of parts of the plant, power, and other properties of the United
States at and in connection with its Muscle Shoals project, along
the following lines:

LEASE

To lease from the United States or any lessee of the United States:
Nitrate plant No. 2 properties; the Waco quarry properties; and a
yearly average of approximately 50,000 electric horsepower, all upon
the general terms and conditions outlined in the skeleton form of
lease hereto attached, the amplified and detailed provisions with
respect to such lease to be reasonable and to be incorporated in a
formal lease of properties and power to be mutually agreed upon.

FERTILIZER AGREEMENT

If such a lease of properties and power is made, as outlined in the
skeleton form of lease, we will enter into an agreement with the United
States, for the term of such lease, to undertake the commercial
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manufacture of fertilizer on the following general terms and condi-
tions:
To employ, in addition to the leased power above mentioned, up

to a yearly average of approximately 50,000 electric horsepower
(equivalent to a production of upward of 50,000 tons of fertilizing
material having a nitrogen content of 40 per cent or upward) in
nitrate plant No. 2 in the manufacture of urea through the medium
of cyanamide, under the Lidhol,m patents and process; to sell the
same to such agencies or purchasers as the United States may from
time to time direct; and to do all reasonable research and experi-
mental work to further develop, improve, and cheapen such process
of nitrogen fixation; all at cost plus 8 per cent. In such manufacture,
research, and experimental work to utilize our knowledge, experience,
and technical ability and use every reasonable effort to successfully
carry into effect the purpose of said agreement. Licenses under said
patents and process to be without profit to us but subject to the pay-
ment to the owners of such patents and process, of the cost of ac-
quiring said license and the license fees payable thereunder as fixed
in the option hereinafter mentioned; the United States to assign and
transfer to us the right and license to use for such purpose any and
all patents, processes, methods, and designs with and under which
nitrate plant No. 2 was designed and/or equipped to operate in the
manufacture of cyanamide.
To install such additional machinery and equipment as successful

commercial operation may make necessary for the conversion of such
cyanamide into urea at the request of the United States, and as the
United States may elect, either at its cost up to but not exceeding
$2,000,000, any cost in excess thereof to be borne by us; or wholly
at our cost, in which case such cost with interest at the rate of 5 per
cent per annum on unrepaid balances thereof to be reimbursed to
us from the rentals to accrue under said lease of properties and power;
such additional machinery and equipment in either case to be the
property of the United States.
To purchase from the United States such amounts of power, as

may from time to time be required for such manufacture, of the grades
stated in Part II of said skeleton form of lease and at the same prices
and terms or at such other more favorable prices and terms as the
United States may from time to time elect.
Should such manufacture and sale at any time in the future prove

competitively impracticable or commercially uneconomic, then as
the United States may elect and upon its request (a) to manufacture
as its agent cyanamide with the facilities and on the general terms
and conditions aforesaid and turn the same over to the United States
and/or its nominees, at cost plus 8 per cent; (b) to operate as its agent
other facilities, to lee furnished by the United States in the vicinity,
of approximately like capacity, for the production of fertilizer, at
cost plus 8 per cent; or (c) to forthwith cancel said agreement for the,
manufacture of fertilizer, and discontinue use of the power to be,
furnished therefor.

Amplified and detailed provisions with respect to such agreement
to be reasonable and to be incorporated in a formal agreement to be
mutually agreed upon.
We have acquired an option for a license on a royalty basis for the

United States under the Lidholm process for the manufacture of
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urea from cyanamide. This process is covered by now issued United
States patents as folldws:

Number

1380225
1436179
1444255
1444256
1436180

Dates issued Titles

May 31,1921
Nov. 21,1922
Feb. 6,1923
 do 
Nov. 21,1922

Method of producing cyanamid from calcium cyanamid.
Method of producing cyanamide from calcium cyanamide.
Method of producing cyanamide.
Method of producing a solution of cyanamide from calcium cyanamide.
Method of transforming cyanamide Into urea.

While it is probably true that none of the existing methods of
artificial nitrogen fixation will fix nitrogen at as low cost as Chile
nitrate under ideal conditions might theoretically be produced, or
as ammonium sulphate (a by-product of coke ovens) is produced,
several practical processes are available for use at Muscle Shoals,
which even allowing a reasonable price for. electric power and reason-
able license fees under patented processes, will produce fixed nitrogen
at considerably less than the present or prospective market prices of
Chile nitrate or ammonium sulphate based on an equivalent nitrogen
content, and will thus materially aid in meeting the needs of the
agriculture of the Nation of a greater amount and lower cost of
fertilizer.

These are processes for the direct synthetic production of ammonia
and processes for the fixation of nitrogen through the medium of
cyanamide. Further research and experimentation, both by estab-
lished governmental agencies and by private initiative should be
encouraged, but until better processes are discovered and developed
(which will at best presumably be a matter of years) existing processes
should be utilized. The best of the direct synthetic ammonia proc-
esses should be put into operation at nitrate plant No. 1. Nitrate
plant No. 2 could be utilized in the production of cyanamide, but
this product has not proven altogether satisfactory as a direct
fertilizer. It may, however, be converted into other products highly
desirable from a fertilizer standpoint.
One of these 'products is urea, in the production of which from

cyanamide under the Lidholm process, there is required merely
carbonic acid gas, a waste product from limekilns which are utilized
in the production of cyanamide, and small quantities of sulphuric
acid. Urea, unlike Chile nitrate and ammonium sulphate, is manu-
factured in concentrated form containing 40 per cent and upward
of fixed nitrogen, but its nitrogen content can be reduced to any
other percentage desired by the user.
Urea is an old, well known chemical substance, but until recently

not produced in appreciable commercial quantities. It is often
referred to by soil scientists as the ideal nitrogenous fertilizer in that
it contains neither acid nor alkali, and its nitrogen content, like that
of animal manure, is in the admittedly preferable organic form.
Under reactions due to the usual soil bacteria, it is speedily converted
in successive steps to compounds of nitrogen most advantageously
assimilated by plant life. Commercial urea containing more than
40 per cent fixed nitrogen has. been produced from cyanamide for
several years under the Lidholm patents at an experimental plant

in Sweden.
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We have been engaged in the design, construction, and operation
of electric furnaces for a quarter of a century ,and have done a large
amount of research and experimental work in connection with the
Lidholm process. We designed, constructed, and operated for a
period of months at Niagara Falls, N. Y., a pilot plant designed to
produce 1 ton of urea daily and its actual capacity exceeded its de-
signed capacity. This pilot plant was inspected in current operations
in April, 1925, by representatives of the Muscle Shoals inquiry, the
War Department, the Department of Agriculture, and the Depart-
ment of Commerce. Some of the urea produced by us was tested
over a period of 17 months by the New Jersey State Agricultural
Experiment Station under the supervision of the director, Dr. J. G.
Lipman. These tests demonstrated that commercial urea thus made
can be planted in direct contact with seed, and as a plant food in
normal soils is equal, if not superior, to ammonium sulphate with
most crops and equal to Chile nitrate with many crops. In com-
plete fertilizers, both of medium and high analyses, such urea afforded
mixtures of satisfactory texture and storage qualities.

Respectfully submitted.
UNION CARBIDE COMPANY

SKELETON FORM OF LEASE OF PROPERTIES AND POWER,
MUSCLE SHOALS

I. ESSENTIAL PROVISIONS WITH RESPECT TO PROPERTY

PROPERTIES TO BE LEASED

(a) All properties constituting nitrate plant No. 2 (as officially
known and designated), including lands, facilities, appurtenances,
and accessories, complete, except its 60,000-kilowatt steam power
plant, its substation at the terminus of the transmission line from
Gorgas and (except as hereinafter otherwise provided) its Industrial
Village; and
(b) All properties constituting the Waco quarry (a§ officially known

and designated), including lands, facilities, appurtenances, and
accessories, complete with such rights of way and transmission lines,
if any, between the Waco quarry and nitrate plant No. 2, as the
United States now owns.

Alterations and additions to be permitted. New plant, machinery,
etc., which may be added (other than additional machinery and
equipment installed under the fertilizer agreement) to be the property
of lessee, which has the right to remove the same at termination of
lease, provided present capacity of nitrate plant No. 2, for the
manufacture of materials necessary for the production of explosives
is not thereby reduced.

Lessee to maintain nitrate plant No. 2 in a condition of readiness
at least equal to its present condition, for immediate operation for
the manufacture of materials necessary for the production of ex-
plosives.
The United States to have the right on five days written notice to

lessee, to take over and operate the leased properties and to utilize
all lessee's patented processes applicable thereto and its personnel
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and operating organization, on just terms to be fixed by the Secretary
of War, for the manufacture of materials necessary for the production
of explosives or other war materials if and whenever the United
States becomes involved in war.

Rental, $150,000 per year.
Royalties of 5 cents per ton on all stone removed from the Waco

quarry premises.
Term of lease, 50 years, to begin when the first eight hydroelectric

power generating units at Dam No. 2 are put into commercial opera-

tion.
The United States to rent to employees of lessee on reasonable

terms sufficient housing facilities in the Industrial Village, or, at the

election of the United States, to include such housing facilities in the

properties covered by this lease, the same to be maintained by lessee.

II. ESSENTIAL PROVISIONS WITH RESPECT TO POWER

AMOUNTS AND GRADES OF POWER TO BE FURNISHED

A yearly average of approximately 50,000 electric horsepower

(hereinafter called "E. H. P.") of which not less than 25,000 E. H. P.

shall be continuous 12 months power, and the remainder shall be

seasonal power deliverable continuously for not less than 8 suc-

cessive months in each yearly period. The respective amounts of

the various grades of such seasonal power (i. e., from the highest

grade of 11 months or more but less than 12 months continuous

power to the lowest grade of 8 months or more but less than 9 months

continuous power) to be an approximately uniform proportion of the

total respective amounts of such respective grades of seasonal power

produced at Dam No. 2 power house; except that lessor may deliver

higher grade power (including 12 months continuous power) in any

amounts in substitution for the same amounts of any lower grade of

seasonal power; lessee, however, not to be obligated to take in ex-

cess of 60,000 E. H. P. at any time.
Price of power, in accordance with the following sliding scale

based on grades of power delivered: Price per
E.H.P.

Lengths of time of delivery in each year: 
year

Continuous 12 months  $15

11 months or more but less than 12 months 
 12

10 months or more but less than 11 months  
 11

9 months or more but less than 10 months  
 10

8 months or more but less than 9 months  
 9

Delivery at a point in or near the furnace building of nitrate plan
t

No. 2.
Term of lease, 50 years.
The United States to have the right on five days' written notic

e

to lessee to take over the leased power, on just terms to be fix
ed by

the Secretary of War, for the manufacture of materials necessa
ry for

the production of explosives, if and whenever the United 
States

becomes involved in war.
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MUSCLE SHOALS

PROPOSAL OF ELON H. HOOKER AND ASSOCIATES FOR FIFTY-
YEAR LEASE

APRIL 10, 1926.
To the Joint Committee on Muscle Shoals, Washington, D. C.
GENTLEMEN: I hand you herewith OR behalf of myself and asso-

ciates, by messenger, six copies of our proposal for the lease of Muscle
Shoals. We placed in your hands recently corresponding copies of
both a short and a longer outline of the general plan and a folder
giving a comparison of the last group of bids received, including the
Ford offer. Our figures have not materially altered since.
We have endeavored in our proposal to give answer to the list of

questions asked by your committee. Especial attention is called to
the fact that the return to the Government is covered in the dis-
tribution of earnings and that the integrity of the enterprise and its
success are the only real guaranties of payments under any bids sub-
mitted. We believe these are stronger under our plan than under
any bid which excludes Government participation.
We will be glad to meet your pleasure in discussing further details.

Very truly yours,
ELON H. HOOKER.

To the Joint Committee on Muscle Shoals.
GENTLEMEN: We propose to lease all the nitrate and power prop-

erties at Muscle Shoals (including the quarry properties at Waco,
Ala.), all being together known as the Muscle Shoals enterprise or as
"Muscle Shoals." In order to best serve, national defense, agricul-
ture, and general industrial purposes, we will make provision in the
lease, primarily, for the production of nitrates and fertilizer, and,
incidentally, for the production of power to be equitably distributed
among the communities and States to which it may be properly
transported.
The lease shall run for 50 years.
In general, the terms we propose are as follows:
1. Inasmuch as the prime object on the part of the Government in

making a lease of these properties is to provide a means for their suc-
cessful, economical, and patriotic operation, in order to produce the
best results for the national welfare, we suggest the creation of a
national council to consist of 15 members, to be selected in the manner
hereinafter stated and to be known as the National Muscle Shoals
Council.
It shall be the duty of said council to safeguard and protect the

rights and interests of the United States and of ourselves, and espe-
cially the duty and power to prescribe annually the amount and kind
of fertilizer that shall be produced, and marketed and the price at

152
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which it Shall be sold, in accordance with the requirements of the
lease.
In order that farmers and other users of fertilizer in our country

may be supplied with fertilizer suitable to their various wants, at fair
prices, and without excessive profit to the maker or seller, the com-
pany will agree that the maximum net profit which it shall make in
the manufacture and sale of fertilizer products shall not exceed 8 per
cent of the fair, actual annual cost of production and distribution of
same, which cost shall be annually fixed by the said national council.

For the purpose of fixing the price and limiting the profit to 8 per
cent as above provided, the national council shall at all times have
access to the fertilizer books and records of the company; and in
order that fertilizer may be fairly and equitably distributed and
economically purchased by farmers and other users thereof in this
country, the national council shall determine the equitable territorial
distribution of the same and may in its discretion from time to time
make reasonable regulations for the sale of all or any portion thereof
direct to the farmers, their agencies and organizations.

2. That the contract of lease be made by the United States, acting
by its duly constituted agent, on the one hand, and a corporation
which we will organize having full authority to make such contract,
with a capital stock in cash paid in to an amount to be fixed by
agreement with you, which shall be sufficient to show our good faith
and purpose to carry out the terms of the contract, but which shall
not be less than $1,000,000. The corporation, during the life of the
contract, shall at all times be in absolute control of citizens of the
United States.

3. The unfinished work at Dam No. 2 shall be .completed by the
United States forthwith to a capacity of approximately 180,000 kilo-
watts. Thereafter the company will progressively install whatever
additional hydroelectric equipment shall be necessary to a total
capacity of 360,000 kilowatts. The company will also build the
necessary substations and transmission lines and install all other
necessary equipment. All this work will be performed by the
company as needed at actual cost to the Government and without
profit to the company except that it shall be allowed 33 per cent of
the cost of construction for its supervision thereof. It is understood
that all necessary lands and rights of way for railway and terminal
connections, transmission lines, etc., not already acquired will be
acquired by the United States.
Dam No. 3 also shall be built within five years.
Upon similar terms and conditions we will construct and complete

Dam No. 3, its lock, power house and equipment.
We will upon like terms do all other and further construction work

now or hereafter planned to be done in connection with the Muscle
Shoals project.

4. At all times during the life of the lease the company will furnish
to the United States free of charge, to be delivered at any points
designated by the Government, the electric power necessary to light
and operate the two locks, at Dams Nos. 2 and 3, but not over 300
horsepower for No. 2 and 200 horsepower for No. 3. The operation
of all locks shall be under reasonable regulations approved by the
Secretary of War and the company, having due regard both for the
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interest of navigation and the successful and economical operation
of the nitrate and power plants.

5. All dams, structures, power houses, transmission and railway
lines, and all other essential parts of the entire plant shall be main-
tained by the company in a proper and efficient state of repair, but
the cost of maintenance of gates and locks shall be paid for by the
United States.

6. Since the manufacture, sale, and distribution of commercial
fertilizer to farmers and other users thereof in this country is one of
the prime purposes of the lease, the company will obligate itself con-
tinuously, throughout the life of the lease (except as it may be pre-
vented during the reconstruction of the plant itself, or by war, strikes,
accidents, fires, or other causes beyond its control) to manufacture
nitrogen and other commercial fertilizers, mixed or unmixed, and
with or without filler, according to demand, at nitrate plant No. 2
or elsewhere, and in the production of such fertilizer it will use power
from the source from which it can be obtained most economically.
The fertilizers thus annually produced shall have a nitrogen content
of at least 40,000 tons, from and after the time when the production
of 40,000 tons shall have been reached, as is herein required.

Until the capacity of the plant shall have been tested, and the
farmers of the country shall have learned the economic value of and
proper methods of using concentrated fertilizers, we believe it would
be wise to set the minimum production of fixed nitrogen at figures
not beyond the demand that might be reasonably expected. We
therefore suggest that the annual tonnage of fertilizer or fertilizer
ingredients to be manufactured and supplied by the company shall
contain nitrogen,. phosphoric acid, and potash amounting in the
aggregate to at least 18,000 tons after the third year of the lease
period of which at least one-third to be nitrogen; and said aggregate
upon completion of Dam No. 3, but not earlier than the fourth year,
shall be progressively increased up to a minimum of 70,000 tons in
the sixth year after the completion of Dam No. 3, of which at least
one-third shall be nitrogen; but the company will agree to meet the
commercial demand for its fertilizer products up to a nitrogen capacity
equal to the full capacity of nitrate plant No. 2 as rapidly, as it
reasonably may be able to do in conformity with the commercial
demand.
In view of the probable rapid advance of the art and changing

methods of production of electrochemical fertilizer, we think a
degree of discretion should be given to the national council so that
useless production may at any time be avoided, though it is our
purpose to keep abreast of the times, be prepared to produce to the
capacity of the plant at the lowest cost to the consumer which would
yield the modest profit proposed, and we will agree that the plant
shall always be kept• in a progressive state of development ready to,
meet the ever-increasing demand which is likely to follow.

7. If during the life of the lease nitrate plant No. 2, or its equiva-
lent or any other essential part of the Muscle Shoals project, should
be damaged or destroyed, the company will promptly, for the Gov-
ernment and at its request and expense, restore the same upon terms
similar to those provided with respect to new construction.

8. The company will carry on general and electrochemical research
work and research work in the field of economical production of
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fertilizer, and it will from time to time adopt and use at Muscle
Shoals the improved and best methods that may thus be worked out.
The expense of the research work on fertilizer shall be charged to,
the cost of production. The amount to be so expended each year
shall be fixed by the national council, but it shall never exceed in
any year an amount that will add more than 13/ per cent to the
cost of fertilizer for that year.

9. The company shall have the cooperation of all the established
agencies of the Government in promoting the use of concentrated
fertilizers, cheapening the cost of and distributing the same to the
best advantage of both buyer and seller.

Since old methods of distributing fertilizer are wasteful, and as the
cooperation of farm organizations with the company can largely
eliminate this waste, the corporation will so conduct its relations
with the cooperative organizations that, instead of draining the
money of agricultural communities for a variety of unnecessary
charges or so-called services, such services as are necessary can and,.
we hope, will be performed in and by the farmers' organizations,
and thus the farmer will retain in reduced prices all of the interme-
diate expenses now involved in fertilizer distribution, leaving only a
moderate manufacturing and distributing profit to the company.
We believe that scientific distribution to the farmer, as well as

efficient and progressive manufacture of fertilizer, is essential to
secure the maximum benefits to agriculture from the Muscle Shoals
project. In order to secure this necessary combination we have
undertaken to interest with us men of the widest experience in the
distribution of farm necessities, who have made an exhaustive study
of the cooperative handling of farm supplies. These men enjoy the
largest measure of confidence of the farmers and they have the
means to take with us a substantial share in the responsibilities of
our proposal, and we are assured that they will interest themselves
if favorable consideration is given to our offer.
Under the plan we propose the farmers, with their cooperative

organizations as channels for fertilizer distribution, can participate
substantially in the earnings of Muscle Shoals, and the feeling of
distrust of the "capitalistic class" now possessed by the farmers will
change to one of friendly cooperation when they understand that they
and the producer of their necessities are working together.

10. The company will, except for accidents beyond its control, at
all times maintain nitrate plant No. 2 or its equivalent in a state of
readiness for immediate operation, to its full capacity, in the manu-
facture of materials necessary in time of war for the production of
explosives, for the manufacture of which the trained chemical staff
of the company will always be available to the Government.

11. Whenever, for the national defense, the United States shall
require all or any part of the nitrate-producing plant for the pro-
duction of materials necessary in the manufacture of explosives or
other war materials, the United States shall have the immediate,
right, upon five days' notice to the company, to take over and oper-
ate the same, and the company will supply the United States with,
hydroelectric power necessary for such operations, together with the,
use of all patented processes which the United States may require,.
which the company owns or has the right to use, and without profit
thereon to the company.

S R-69-1—vol 2-57
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When required for national defense any of the company's personnel
and operating organization necessary for operating any part of the
nitrate plant in the manufacture of materials for explosives or other
such raw materials, shall be at the disposal of the United States. The
United States shall protect the company from all losses occasioned
by such use of such properties and shall return the plant and all the
properties thus taken over in as good condition as the same were in
when taken over by the Government, and the United States shall
reasonably compensate the company for the use thereof.

Agents and representatives of the United States, thereunto duly
authorized in writing by the Secretary of War, shall be given free
access to the works at all times, that they may inspect and study the
operations, chemical processes, and methods employed at the nitrate
plants, provided such knowledge is used only for the benefit and
protection of the United States.

12. The company shall have the use free of charge of all processes
controlled by the Government which may be useful to the company
and shall also have the right to the use of processes to which the
Government has such right upon payment of royalty, but in such
cases the company will assume the obligations of the Government
with respect to royalties.

13. All personal property which is or may become obsolete or
unfit for the purposes for which it was designed or which is not
needed in the successful operation of the plant may be disposed of
by the company and the proceeds used as part of the working capital.

14. The capacity of the present steam plant shall be increased by.
60,000 kilowatts when and as required by the company, and suffi-
cient substations and transmission line capacity to deliver power
from Dam No. 2 shall be provided, such construction to be performed
by the company at the expense of the United States.

15. We believe and now recommend that all the storage and power
ossibilities of the Tennessee River and its several tributaries above

Muscle Shoals, not already appropriated, should be held in reserve
by the Government and treated_ as a part of the Muscle Shoals proj-
ect, to be developed as rapidly as the demand for fertilizer and power
shall justify the development of same. This particularly applies
to Cove Creek, Toddy, and White Creek Dam.

16. After the completion of Dam No. 3 it shall be within the,
province of the national council to recommend such further enlarge-
ments, improvements, betterments, constructions and extensions
of plants and facilities at such points on the Tennessee River or else-
where as may be found advisable to enable the company to meet the
growing demands of the country., which work shall be constructed
by the company and shall be paid for out of the development fund
created as herein provided, to the extent that the same is available
for that purpose.

17. As far as applicable the provisions of the law governing the
Federal Power Commission shall apply to the operation of the Muscle
Shoals project.

18. For working capital for the company we suggest a present
appropriation by the Congress of $10,000,000, in which there shall
be included $3,472,487.25, the same being the proceeds of the sale
of the Gorgas steam plant. This working capital shall be drawn
upon only as needed.
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19. At the end of each year there shall be ascertained the total
cost of operation for the year. This cost of operation shall include—
(a) Ordinary operating expenses.
(b) Taxes and insurance.
(c) Repairs and maintenance.
(d) Amount expended in research work on fertilizer as provided

by the lease.
(e) All other sums which, under the terms of the lease may be

properly chargeable to operation.
At the same time there shall be ascertained and set apart a fair

and reasonable sum to be known as the surplus fund which shall at
all times be kept as far as possible sufficient for the proper protection
of the business, and shall be drawn upon to meet =expected emer-
gencies or losses.
The total operating expenses thus ascertained and the amount

apportioned to the surplus fund for the year shall, together, be
deducted from the gross earnings. The balance will constitute the
net earnings of the business to be apportioned between the United
States and the company. During the first 10 years two-thirds of
the net earnings will accrue to the United States and one-third to the
company; during the remainder of the term three-fourths shall
accrue to the United States and one-fourth to the company.
When the net earnings have thus been established for the year the

part thereof accruing to the United States shall be allocated by the
national council as follows:
(a) Amortization fund.—Payments shall be made annually into a

sinking fund on a basis adequate, with interest compounded at 4 per
cent annually, to amortize within 50 years the present replacement
value of all used and useful parts of the entire plant, less reasonable
depreciation; also the cost of all improvements hereafter made and
paid for by money appropriated by the United States, excluding,
however, that portion of the cost of all dams which should properly
be charged to navigation. Should the net earnings in any year fail
to produce enough for this purpose, the deficiency shall be made up
from the net earnings of one or more subsequent years.

(b) Replacement fund.—There shall next be created, and from year
to year be built up, a fund which shall be known as the replacement
fund. It shall be available at all times for the replacement of
machinery, apparatus and parts which may have become obsolete,
inefficient, or undesirable; to the end that the plants and all equipment
may at all times be kept abreast of the art.

(c) Agricultural aid fund.—The national council shall create an
agricultural aid fund to be used particularly in promoting the use
of concentrated fertilizer.
(d) Development fund.—There shall next be created, and from year

to year be built up, a fund which shall be known as a development
fund. It shall be available for payment for new construction work
contemplated to be done in the Tennessee watershed and elsewhere
after the completion of Dam No. 3 and the improvements herein-
before specifically mentioned, payment for which is to be made
by appropriation by the United States.

(e) General research jund.—The national council shall also create a
general research fund which shall be available for general and elector-
chemical research in connection with the Muscle Shoals project.
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(f) After payments have been made into these several funds as
required, the balance of the net income accruing to the United
States shall be paid into the Treasury of the United States.

19. We have had the entire Muscle Shoals project examined and
analyzed by expert scientists and engineers, and we have endeavored
in connection with.them to make a thorough and careful study of its
capabilities and its possibilities. We submit their findings to you..
They believe if Dam No. 3 is promptly built, the steam plant en-
larged as we propose above, and a few other improvements and
extensions are made, as indicated by us, there can be produced
without excessive charge to the public for power and upon the basis
of 8 per cent profit on fertilizer, an aggregate return to the Govern-
ment in 50 years of our operation of at least $300,000,000, and in
addition there will be added hundreds of millions of dollars to the
wealth of the Nation by reason of the increased earnings of agricul-
ture and by the constantly increasing value of agricultural lands
brought about by the scientific use of fertilizer.

20. In the conclusion of our experts we concur. To produce
such results we will devote ourselves and assemble at Muscle Shoals
from the organizations of the Hooker Electric Chemical Co., the J.
G. White Cos., and elsewhere, the best expert assistance obtainable.

21. At the expiration of the lease the accumulated net earnings not
already distributed and the surplus fund shall be divided between the
United States and the company in the ratio of three-fourths to the
United States and one-fourth to the company. There shall then be
returned to the United States all working capital provided by it and
all properties of every kind belonging to the Muscle Shoals project,
including the present existing and all subsequently purchased or
constructed properties whether paid for directly by the United States
by appropriations or purchased by and constructed with funds taken
from the "replacement" and "development" funds hereinabove
described.
The company will then, if it has fully complied with its obligations

hereunder, be relieved from further responsibility under the lease
contract, and it may then proceed to distribute its assets, including
the amount which it contributed to the working capital, among its
own stockholders according to their respective rights.

22. Our company will give an adequate bond to protect the inter-
ests of the United States confided to its care.

23. The national council, heretofore mentioned, shall consist of 15
citizens of the United States, of whom seven shall be appointed by the
President of the United States upon the joint recommendation of the
Secretaries of War, Commerce, Agriculture, Interior, and Labor;
two of the seven shall be chosen as the special representatives of the

• Army, two as the special representatives of the agricultural interests
of the country, one as the special representative of the interests of
commerce, one as the special representative of the interests of labor
and the seventh shall as nearly as possible represent the general public
interest. No two of these seven shall be citizens of the same State.
Seven members of said national council shall be named by the com-

pany.
The fifteenth member shall be chosen by the joint action of the

Governors of the States of Alabama, Mississipr;, Georgia, Tennessee,
and Kentucky, and he shall be a resident citizen of one of these five
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States. The fifteenth member so constituted shall preside at the
meetings of the national council and shall have the deciding vote in
case of a tie. The national council shall meet at least once a year at
Muscle Shoals, and a record of its proceedings shall be kept and shall
at all times be subject to inspection by an agent appointed by the
President or by either the Secretary of War, the Secretary of Com-
merce, the Secretary of Agriculture, or the Secretary of the Interior,
and by any committee of the Congress. The members of the national
council shall receive no compensation for their services, but their
necessary traveling and subsistence expenses while in attendance at
meetings shall be paid by the corporation.

24. We have thus in a general way outlined plans and purposes
which we believe are best calculated to secure for the country the
greatest good from the Muscle Shoals investment.

If our general proposition meets with your approval we will meet
your committee in negotiation with the view to framing a contract by
agreement which will contain all necessary details.
In negotiating this contract we will cling to no hard and fast rule,

but we are ready to discuss with you and agree upon every important
point that may be deemed essential to safeguard and protect the rights
of the people, and at the same time enable us to give to the country the
best service possible in the progressive development of a national
enterprise that can, and, in our opinion, should be made a source of
tremendous wealth to our country in time of peace and a protection
in time of war.
We believe that it would be fair if, at the termination of the con-

templated lease, the Government should determine to again lease or to
sell the property, that our company should have the preference in the
negotiations for a lease or for the purchase of the property, if it should
then be offered for sale; all of course upon such terms as may then be
prescribed by the Congress.

APRIL 10, 1926.

ELON H. HOOKER,
For Himself and Associates.
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MUSCLE SHOALS

PROPOSAL OF LLOYD H. SMITH

26 LARK S'TRKET,
Battle Creek, Mich., March 29, 1926.

CONGRESSIONAL COMMITTEE, MUSCLE SHOALS PLANT,
-Washington, D. C.

DEAR Sins: I am making two proposals, based entirely on news-
paper talk and assume that the plant is first class in every respect.

No. 1. PROPOSAL TO LEASE ENTIRE MUSCLE SHOALS POWER, INCLUDING
BOTII STEAM AND WATER

For a period of 50 years.
At the rate of 0.01 cent per kilowatt-hour for all power sold as

metered.
The United States of America to furnish the money to buy and

install the necessary high tension lines, substations, transformers,
service connections, offices, office equipment, and operating expenses
until the system is self-sustaining.
The last two items to be returned to the Government.
I to keep the system in first-class repair.

No. 2. PROPOSAL TO Buy ENTIRE MUSCLE SHOALS POWER, INCLUDING
BOTH STEAM AND WATF11.

At the cost price as it stands to-day, plus the cost of the necessary
high-tension lines, substations, transformers, service connections,
offices, office equipment, and operating expense until the system is
self-sustaining, bearing no interest, but would pay 0.01 cent per
kilowatt-hour for all power sold as metered, until such time as the
entire system is paid for in full.

LLOYD H. SMITH.



EXHIBIT J

PROPOSAL OF AMERICAN NITROGEN PRODUCTS CO.

HOTEL PENNSYLVANIA,
New York, N. F., April 8, 1926.

MUSCLE SHOALS JOINT CONGRESSIONAL COMMITTEE,
Minority Conference Room, Capitol, 147 a,sliington, D. C.

GENTLEMEN: 1. We offer to lease a portion of the Muscle Shoals
nitrate properties, and to contract for electric power for the opera-
tion of same, all as specified below, our purpose being the manu-
facture, via the electric arc process, of nitrates and nitrogen prod-
ucts essential to national defense in case of war and commercially
desirable in times of peace.

NITRATE PROPERTY

That portion of nitrate plant No. 1, known as the nitrate-acid
plant, a separate and distinct unit which can be severed from the
main or ammonia portion of the plant without interfering with or
inconveniencing any plans which may be contemplated as to the
operation or alteration of such main portion.

ELECTRIC POWER

Seasonable, or secondary, waste and off-peak power up to approxi-
mately 15,000 kilowatts, with a guaranteed minimum of approxi-
mately 3,000 kilowatts to permit running the plant continuously
throughout the year.

TERMS

The property specified to be leased us for maximum period con-
templated under authority conferred upon you by Congress; we
have the privilege of making such alterations or additions as may
become necessary and we to maintain the plant at our own expense.
We will pay 4 per cent per annum on the fair present appraised

value as a rental and an annual amount to cover depreciation and

obsolescence sufficient to fully equal such valuation at the expiration

of the lease period.
The power to be sold us over the lease period at an average price

of 1 null per kilowatt-hour for such power as is actually consumed,

delivered at the property at a potential of approximately 6,600-

volts.
We may state that we can consider also a lease of the acid plant

in connection with nitrate plant No. 2, for the manufacture, via our

electric arc process, of nitrogen products, mainly fertilizer; but

the capacity and other details involved not being sufficiently known

to us, can not make a definite offer at this time.
Respectfully yours,

AMERICAN NITROGEN PRODUCTS Co.,
By C. E. GRAFT,

Registered. President and General Manager.
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EXIIIBIT S

To the honorable Joint Committee on Muscle Shoals.
GENTLEMEN: As per your suggestion, I am submitting the following tenderfor a lease for plant No. 1 of the Muscle Shoals project:
(1) I am asking for a lease of this unit to be executed by the proper Govern-ment authority to me, or to a corporation to be formed by me, or in my behalf,with a paid-up capital of $1,000,000.
(2) The lease to be for a period of 50 years from the execution of thecontract,. and to give the lessee the right, during the term of the lease, topurchase power at Wilson Dam, not required to operate plant No. 2, or for themanufacture of nitrates, fertilizers, or fertilizer compounds, or for other usesby the Government.
(3) The lessee to pay $25,000 on the execution of the contract or lease forthe first year of the term, $30,000 for the second year, and $40,000 for eachsucceeding year of the lease period. All payments to be made in advance atthe commencement of the year.
(4) Should the lessee or his successors fail or default in any of the pay-ments on the lease, or insurance or surety bonds, as required by the terms ofthe lease, then after 90 days' notice in writing from the Secretary of War ofsuch default this lease shall terminate, and the Government may take posses-sion of the leased property as though the lease had not been executed.(5) The power to be delivered at Wilson Dam or such other place adjacentthereto as the Secretary of War may direct, and upon as favorable terms and,conditions as sold to any other purchaser for use, resale, transmission, orotherwise, regardless of amount of voltage or time or place of delivery.(6) I propose to use the property for manufacturing a prime mover designedby me, together with such coordinating or other machinery or products asmay be desired; also phosphoric acid and other electric-furnace products.(7) The lessee to have the right to sublet such parts of the plant notrequired for its use, for periods not exceeding the term of the lease, and thesubtenants to have the same rights to purchase power from the Governmentupon the same terms and conditions as the original lessee.
(8) The /ease to provide that the lessee and subtenants may have joint useof the highways, railroad tracks, transmission lines and other accessories.appurtenances, or easements of the Muscle Shoals project, that have been used,or intended to be used, jointly with plant No. 1, and other parts or unitsof the project, provided the lessee pays its pro rata of the necessary expenseof the operation, maintenance, extensions, and betterments of all such propertyused jointly with the Muscle Shoals project. The amounts of such paymentsto be determined by the Secretary of War if not mutually agreed to by theparties at interest.
(9) The lessee to give such bonds for the care of the property, and to keepthe buildings insured as may be required by the Secretary of War.(10) At the expiration or termination of the lease, the lessee shall havethe right to remove all buildings and personal property placed on the leasedproperty by the lessee or subtenants, unless such additions to the property havebeen purchased by the Government or its sucessor in interest.(11) I have applied to the Department of War for a revocable lease forthis unit of the Muscle Shoals project, and they have given it careful consid-eration and may have some suggestions and details to offer that would aid thiscommittee in preparing a lease.
Respectfully submitted.

J. H. LEVERING.407 A Street SE.

To the honorable Joint Committee on Muscle Shoals.
GENTLEMEN:'With your permission, I am supplementing my tender forplant No. 1 of the Muscle Shoals project, with a tentative draft of a billfor a lease of that unit:
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"A BILL To authorize and direct the Secretary of War to lease to James Henry Levering
nitrate plant numbered 1 at Sheffield, Alabama, together with certain power privileges,
and for other purposes

" Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That the Secretary of War is hereby
authorized and directed, for and in behalf of the United States of America,
to execute the following contract of lease:
"SEC: 2. This contract of lease, made and entered into this   day

of  , 1926, by and between the Secretary of War, acting for and in
behalf of the United States Government under the authority of an act
of Congress approved on the   day of  , 1926, the party of the
first part, and James Henry Levering, of Los Angeles, California, and Wash-
ington, District of Columbia, or a corporation to be formed by him, or in his
behalf, with a paid-up capital of $1,000,000, the party of the second part,
and hereinafter referred to as the lessee.
"SEC. 3. Witnesseth, That for and in consideration of the payments, cove-

nants, and performances hereinafter provided and specified, the first party
hereto leases, demises, and transfers to the second party, for a term of fifty
years from the execution of this lease, all that portion of the Muscle Shoals
project known as nitrate plant numbered 1.
"SEC. 4. More particularly described as all that real property now belonging

to the United States and situated near Sheffield, Alabama, about five miles
distant, and in a westerly direction from the Government nitrate plate numbered

2, together with all personal property thereon now owned by, or hereafter

acquired by, the Government, forming a part of, or located on, said property,

or used, or intended to be used, in the construction, maintenance, operation,

.or extension of the property conveyed by this contract of lease.
"SEC. 5. Said property is intended to be designated and included in the

maps, plans, descriptions, invoices, lists, and schedules hereinafter to be fur-

nished the lessee by the Government, and receipted for by the lessee, and here-

inafter referred to as the 'schedule,' which shall be part of this agreement

.and bind both parties hereto as truly as if said ' schedule ' was written herein,

"SEC. 6. The lessee, his successors, and subtenants to have the joint use of

the highways, railroads, tracks, transmission lines, and other accessories, appur-

tenances, and easements of the Muscle Shoals project as have been or intended

to be used jointly with and by the Muscle Shoals project and plant No. 1.

"Sac. 7. As compensation and consideration for the joint use of the property

as specified in section 5 hereof, the lessee or his successors must pay his pro

rata of the necessary expenses of operation, maintenance, extension, and bet-

terments of all such property used jointly with the Muscle Shoals project, the

amounts of such payments to be determined by the Secretary of War if not

mutually agreed to by the parties at interest.
"SEC. 8. As a further condition of this lease, the lessee, his successors, and

subtenants are granted the preference right to purchase electric power from

the Government at or near the hydroelectric-power station at Wilson Darn 
for

use on the leased property, provided it is not required for use at plant No. 2
,

or its additions or extensions, for the production of nitrates, fertilizers, o
r

fertilizer compounds, dr for other Government use.

"SEC. 9. The preference right of the lessee or his successors to be limited to

25,000 kilowatts, or as much more as is not required by the Government t
o

supply States, cities, or communities to which it can be properly transport
ed.

"Sac. 10. The lessee to purchase such power for the first year after the

execution of the lease at the rate of 2 mills for each kilowatt-hour of electri
c

power delivered to the lessee, his subtenants, or successors. After the first

year of the lease term the lessee or his successors may purchase the 
electric

power upon as favorable terms and conditions as sold to any other 
purchaser

for use, resale, transmission, distribution, or other use, regardles
s of amount,

voltage, or time or place of delivery.
"SEC. 11. The power to be delivered to the lessee, or his succes

sors, at the

hydroelectric power station at Wilson Dam, or such other place adj
acent

thereto, as the Secretary of War may direct.

"SEC. 12. The lessee has the right to sublet such parts of the leas
ed property

not required for its use, for periods not exceeding the term 
of this lease. The

subtenants to have the same rights as the lessee to purchase po
wer, provided

the preference right shall not be extended or increased by t
he subtenants be-

yond the provisions of this lease.
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"SEC. 13. The lessee to maintain the property in good operating condition
during the term of the lease, and has the right to remove and dispose of such
parts of the equipment as may become worn or useless, provided it is replaced
by other equipment of equal value or service.
"SEC. 14. The leased property to be returned to the Government in good

operating condition at the termination of the lease, subject to damage beyond
the fault or control of the lessee.
"SEC. 15. It is understood by both parties hereto that lessee and the sub-

tenants are to use the plant for manufacturing purposes and the production
of phosphoric acid and other electric furnace, and electrolytic products.
"SEC. 16. Before the execution of this lease the lessee must give a surety

bond to be approved by the Secretary of War, in the sum of $50,000, that he
will faithfully comply with all the terms, conditions, and obligations assumed
by him under the provisions of this lease. The bond to be kept in full force
and effect, satisfactory to the Secretary of War, during term of the lease.
"SEC. 17. The lessee for the period of the lease must keep the buildings and

equipment belonging to the Government fully insured in the amount of
$250,000, payable to the Government.
"SEC. 18. As consideration for the lease, the lessee must pay the sum of

$25,000 on the execution of the lease for the first year of the term, and
$30,000 for the second year of the term, and $40,000 for each succeeding year
of the term thereafter. All payments to be made in advance at the commence-
ment of the year.
"Sac. 19. Should the lessee or his successors fail or default in any of the

payments of the lease or insurance, or the surety bond, as required by the
terms of the lease, then after ninety days' notice, in writing, by the Secretary
of War of such default, unless the payments have been made, and the default
cured, this lease shall terminate, and the Government may then take posses-
sion of the property as though the lease had not been executed.
"SEC. 20. At the termination of the lease, the lessee and the subtenants may

remove any and all property placed by them on the leased premises, unless
purchased by the Government.
"SEC. 21. That all laws and parts of laws in conflict herewith be, and the

same are hereby, repealed."
Respectfully submitted.

J. H. LEVERING.
407 A Street SE.



EXHIBIT L

ALTERNATE PROPOSAL RELATING TO MUSCLE SHOALS SUBMITTED BY AIR
NITRATES CORPORATION AND AMERICAN CYANAMID CO.

EMBODYING SUGGESTED AND ACCEPTED CHANGES, APRIL 24, 1926

To the Joint Committee on Muscle Shoals:

GENTLEMEN: In dealing with the Government's properties at Muscle Shoals
Congress has, as we understand it, indicated the following purposes and
conditions:

I. First and foremost, maintenance of the large nitrate plant at Muscle
Shoals for the manufacture of ammonium nitrate in the emergency of war.
Such a program seems to demand:
(1) An organization fully qualified and at all times ready to operate the

plant for the production of ammonium nitrate;
(2) Such peace-time operation of the plant as will insure at Muscle Shoals

the fixation of atmospheric nitrogen by efficient methods; and
(3) Retention by the Government of its ownership of this great military

resource while at the same time obtaining through lease to responsible parties
the economies and advantages of private operation.

II. Production of fertilizer for the benefit of American farmers. In order

to meet this requirement we believe that Congress has in mind, in conformity

with the views of leading agricultural experts and advisers, the production

of a material—
(1) With the following qualities:
(a) High percentage of plant food in order that it may be shipped long dis-

tances at a low cost per unit of plant food, and thus extend its benefits to

farmers in districts remote from the nitrate plant;
(b) Suitable, without further processing, for direct application to the soil,

for feeding through a drill, and for mixing with practically every fertilizer

material available to farmers;
(c) Not readily taking up moisture from the air so as to cause caking;

and
(d) Having no chemical properties which prevent its safe shipment and

storage in bags.
(2) To be marketed at not exceeding its fair actual annual cost plus 8 per

cent thereof.
(3) To be distributed so that its benefits shall reach the ultimate con-

sumer.
(4) To be produced and marketed under such conditions as will enable and

encourage the manufacturer to—
(a) Engage in research for the discovery and perfection of new processes

to improve the quality and cheapen the cost of fertilizer; and

(b) Add to, improve, and rebuild the nitrate plants from time to time so

that these plants shall not become noncompetitive through obsolescence or fail
-

ure to take advantage of new inventions and developments in the art of

atmospheric nitrogen fixation.
III. Equitable distribution of surplus power after the requirements of

national defense and fertilizer manufacture have been met.

IV. Reasonable return upon the moneys which the Government has expended

upon the hydroelectric power development at Muscle Shoals, and upon any

other developments which Congress may see fit to authorize in connection

therewith.
V. Lease for a period not to exceed 50 years.

Air Nitrates Corporation, as subsidiary of American Cyanamid Co., de-

signed and built the large nitrate plant at Muscle Shoals. American

Cyanamid Co. has had the only experience in the Western Hemisphere in

operating the processes for which this plant was designed. Since commencing

commercial operation in the year 1909 this latter company has built up the
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'Cyanamid industry steadily, until at the present time the company's pro-
duction is at the rate of more than 28,000 tons of fixed nitrogen per year.

American Cyanamid Co. has invested large sums of money in the patents
:and processes for the use of which the large nitrate plant at Muscle Shoals
was designed and built. That company also owns patents relating to the
manufacture of a highly concentrated fertilizer which we call Ammo-Phos.
Ammo-Phos contains from 57 to 61 per cent of available plant food in the

form of 12 to 13 per cent ammonia (nitrogen) and 45 to 48 per cent phos-
phoric acid. It can safely be mixed with any form of potash and with
other materials used by American farmers for fertilizer. Even before we
undertook to design and build the plant at Muscle Shoals for the Govern-
ment, American Cyanamid Co. had produced Ammo-Phos in substantial quan-
tities though at a high cost. For some years investigations and experiments
have been devoted to reducing the cost of this material, its excellent qualities
as a fertilizer having already been fully established. Substantial reductions
in cost have been achieved. Ammo-Phos is now being produced by American
-Cyanamid Co. at the rate of 30,000 tons per year, and has an established
market in Japan, Philippine Islands, Java, Sumatra, continental countries of
Asia, in agricultural districts bordering on the Mediterranean Sea, and in
other countries. Thus the use for this material is not limited by climate,
soil, or crop, but its market has naturally first been found in those countries
which are large and long distance importers of nitrogen and phosphoric acid
and which, therefore, see in this highly concentrated fertilizer the largest
possible saving in freight.
We are prepared to produce Ammo-Phos and/or other nitrogenous concen-

trated fertilizers at Muscle Shoals in accordance with the following plan
which we offer for the consideration of your committee:

Air Nitrates Corporation will amend its charter and increase its capitaliza-
tion to $50,000,000, of which at least $10,000,000 in cash will be paid in as
required but before the expiration of the third year of the lease term, and ad-
ditional cash funds necessary to carry out this offer will be provided, as re-
quired. American Cyanamid Co. will guarantee the performance of all
obligations of Air Nitrates Corporation under this proposal, which will
continue to be controlled by American citizens or by another corporation itself
so controlled.

II

Air Nitrates Corporation will lease from the United States for a period O.
50 years the following properties:
(1) Dam No. 2 with its lands, water rights, power house, and appurtenances,

exclusive of locks and navigation facilities and housing for lock operators.
(2) United States nitrate plant No. 1, including its lands, steam power

plant, and housing.
(3) United States nitrate plant No, 2, including its lands, steam power plant,housing, and the Waco limestone quarry.
(4) Dam No. 3 with its lands, water rights, power house with 250,000 horse-power generating equipment installed, a suitable tie line connecting it with

Dam No. 2, together with all appurtenances, but exclusive of locks and naviga-
tion facilities and housing for lock operators; the lease of Dam No. 3 to com-
mence when construction thereof is completed by the United States (such com-pletion to be not later than eight years from the date of the lease of Dam No.
2) and to expire concurrently with the lease of Dam No. 2.
The lease will not be assignable except with the consent of the United States.It will be understood and agreed that the United States will not itself, or

by permit or license authorize or empower any third party to construct, op-erate, or maintain any dams on the Tennessee River or its tributaries in suchmanner as will materially impair or detract from the use by the company of
the leased properties.
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In order to secure the purposes of Congress in regard to national defense,
we will—
(1) Maintain United States nitrate plant No. 2 in at least the equivalent of

the condition in which'it shall be turned over to the company at the commence-
ment of the lease in respect to effective capacity for manufacture of ammonium
nitrate until such time as the Congress shall declare that such maintenance is
no longer deemed necessary in the interest of national defense.
(2) Maintain the buildings of United States nitrate plant No. 1 In the condi-

tion in which they shall be turned over to the company, reasonable wear and
tear excepted, but during the lease term we shall have the privilege to alter
and remodel such buildings, and to remove, remodel, and substitute for the
machinery contained therein.
(3) Keep in our employ at least one superintendent and one or more fore-

men of each manufacturing department of United States nitrate plant No. 2
for the fixation of atmospheric nitrogen, or employ substitutes therefor, until
such time as the Secretary of War shall certify that continued maintenance of
such force is no longer deemed necessary in the interest of national defense.
(4) Surrender the leased properties to the United States for its war uses

at any time upon demand in case of war, the company to be reasonably com-
pensated and the properties to be returned after the war is ended in at least
the equivalent of their condition when so surrendered.

IV

In order to fulfill the purposes of Congress in respect to the production of
fertilizer, we propose to produce a nitrogenous concentrated fertilizer suitable
for use by the farmers, both for direct application to the soil and through
home mixing, and containing at least 40 per cent of plant food in the form of
ammonia and/or phosphoric acid and/or potash. We will commence such pro-
duction at United States nitrate plant No. 2, not in the first year—because that
is physically impossible—but as soon as the necessary revisions in the existing
plant can practicably be made and the necessary additional plant facilities can
reasonably be provided.
We will undertake that the first unit of the concentrated fertilizer plant shall

be constructed before the end of the second year of the lease and be in full
operation not later than the third year of the lease; and that this first unit
shall have a capacity for the production of such concentrated fertilizer contain-
ing not less than 10,000 net tons of fixed nitrogen, and not less than 40,000 net
tons of plant food in the form of ammonia and/or phosphoric acid and/or
potash.
At any time thereafter when we shall have succeeded for three successive

years in selling the full product of the first unit of the concentrated fertilizer
plant at cost plus 8 per cent, we will, upon request of the farmer board here-
after described, build and place in operation a second unit of sufficient size
so that there shall be a total capacity for annual production of concentrated
fertilizer containing at least 20,000 net tons of fixed nitrogen. Similarly,
under similar conditions of demonstrated market demand, we will successively
add two further units, each with a capacity for production of such concentrated
fertilizer containing 10,000 net tons of fixed nitrogen, thus making a total
capacity for the four units of 40,000 net tons of fixed nitrogen; provided,
however, that we shall not be required to build and place in operation the
last two units until the United States shall have completed the construction of
Cove Creek Dam on the Clinch River, and the same shall have become a
part of the leased premises as hereinafter provided, or until three years after
our subsidiary company shall have received a license to construct and operate
said Cove Creek Dam as hereinafter provided. We reserve the privilege,
of earlier construction of these units if, in our opinion, justified by the market
demand. The construction program thus proposed calls for the investment
of many millions of dollars and, by additional buildings and equipment for the
manufacture of phosphoric acid, makes available to American agriculture the
full ammonia production now possible at the large nitrate plant at Muscle
Shoals. The company has in mind still further expanding the ammonia and
phosphoric-acid capacity at both Muscle Shoals nitrate plants, should such a
program be warranted by market demand, but enters into no undertakings
in this respect.
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We will continue the production of such concentrated fertilizer at plant
capacity, as above stated, throughout the period of the lease, except when the
nitrogen is required for n'ational defense or when satisfaction of market de-
mands is insured through the maintenance in storage of an unsold quantity
of such concentrated fertilizer equal to at least 25 per cent of the annual
capacity of the first unit.
The distribution of the concentrated fertilizer will be subject to reasonable

regulations of a farmer board of nine voting members, two of whom will be
appointed by us and seven of whom will be appointed upon nomination by
the President and confirmation by the Senate from lists submitted by the
American Farm Bureau Federation, the Naitonal Grange, and the Farmers'
Educational and Cooperative Union of America, or their successor or successors,
as leading representative national farm organizations. On this farmer board
a representative of the Bureau of Markets of the Department of Agri-
culture will serve in an advisory capacity but without a vote. The regulations
of the farmer board shall not require us to extend credit.
In providing that the distribution of such concentrated fertilizer shall be

subject to reasonable regulations by the farmer board, we have not forbidden
the sale of the concentrated fertilizer in foreign countries or to fertilizer
manufacturers in the United States. Such sales can be made, however, only
if permitted by such regulations of the farmer board. Our purpose in leaving
the matter thus open for determination by the farmer board is to enable us to
secure, under certain circumstances which may not arise, a volume of business
sufficient to achieve low production costs. The full capacity of the first unit
to be installed at Muscle Shoals under our proposal will represent, in ammonia
and phosphoric acid, the equivalent of about 600,000 tons of such a standard
mixture now on the market as "2-8-2." The sale of so large a quantity of a
material, practically new to the farmers of this country will require, naturally,
a period of introduction. How long this period will prove to be no one can
with confidence predict. In spite of every effort to sell this quantity we may
find production at Muscle Shoals cut down for a time by a limited market
demand. Farmers may buy only in sample lots until they become acquainted
with Ammo-Phos. But meanwhile any operation of the plant at less than
capacity will, by reason of overhead items, materially increase costs. Such
costs might even mount to a point where they would interfere with domestic
sales. As evidence of our good faith we are willing to leave to the farmer
board the determination of policy in regard to sales abroad or to manufacturers.
But if they find a genuine excess of productive capacity over current demand
by ultimate consumers in the United States, and if they further find that an
increase in the volume of sales will enable us to keep down costs, with resulting
benefits to the American farmer, they, should have authority to authorize
such sales.
The concentrated fertilizer will be offered for sale to American farmers at

cost plus 8 per cent. In as much as the selling price must be fixed in advance
of the actual production of the material sold, we will, in the first instance,
fix this selling price at what we estimate to be cost plus 8 per cent; but the
cost and selling price will be determined annually by expert accountants
selected each year in the following manner: We will submit to the farmer
board a list of three reputable firms of certified public accountants. The
farmer board will select one of these three firms, or, if no one of the three firms
be satisfactory to the farmer board, it will submit to us a list of three other
such firms. We will select one of the three firms submitted by the farmer
board, or, if no one of such three firms be satisfactory to us, the President
of the United States shall select a firm of certified public accountants, and it
shall act. The accountants shall report to the farmer board and the company
the actual cost of the concentrated fertilizer, but shall not report or make
public in any manner the details of such cost, except that, at the request of
the farmer board, the accountants shall furnish to the farmer board the
details of sales and general administrative expense, these details being secrets
which we must not be required to expose to domestic and foreign competitors.
In case any purchaser shall have paid the company a sum greater than the

proper price as determined for such concentrated fertilizer by the accountants,
the company will promptly refund to each such purchaser the amount of
his excess payment.
In order that the accountants shall have a definite guide for their determina-

tion of the cost of the concentrated fertilizer the items to be included in this
cost must be definitely set forth in the lease.
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This cost must, of course, cover production, storage, sale, and distribution
of the concentrated fertilizer and the administration of the business. Several
features of the definition of cost call for particular mention:
(1) The art of atmospheric nitrogen fixation on a commercial basis has

been the work of the last 25 years. If, in the next 50 years, the Muscle
Shoals plant is to contribute to the reduction of the cost of fertilizer to
the American farmer, that plant must be improved constantly and probably
rebuilt in essential parts more than once to replace equipment inefficient
through advances in that art. It becomes of the utmost importance, therefore,
not only to the lessee of the plant, who is entitled to a reasonable return on
his investment, but also to the Government which owns the plant and to the
American farmer for whose benefit it is to be operated that the terms of its
lease shall not only permit but shall offer adequate inducement to the lessee
to modernize and rebuild as the progress of the art of atmospheric nitrogen
fixation shall suggest. Any lease which provides for only 8 per cent return
on the cost of the product would, if unaccompanied by other provisions,
penalize, if not render impossible, the financing of improvements and recon-
struction designed to reduce the cost of such product. For example, a further
investment by the lessee at some future date of $5,000,000, the effect of which
investment would be to lower the cost of production by $5 a ton, would involve
the lessee not only in the loss of interest on the $5,000,000, but would actu-
ally reduce his return on the money already invested, thus yielding less than
nothing on the new funds. In fact, at some time during the 50-year period
of the lease, interest at ordinary market rates on new money invested to
keep the plant modern and competitive will aggregate more each year than
the annual profit figured at the full 8 per cent on the cost of the entire
production. This obstacle to future improvement at the plant, unfortunate
alike for the lessee, the Government, and the farmer, should be avoided by
including in the computation of cost 6 per cent interest on invested capital.
This will encourage the investment of new funds to reduce the cost of con-
centrated fertilizer, while continuing to limit the ptoilt in the selling price of
such fertilizer to 8 per cent on cost.
Nor will this give an excessive profit on the capital invested. The propor-

tion of turn-over to capital in the fertilizer operation we propose to carry
out at Muscle Shoals will be extraordinarily low. This annual turnover.
under the most favorable conditions, will be only half the new capital invested
in the fertilizer plant, and less than half when production is increased and
cost of production reduced. On the additional investment required for the
production of concentrated fertilizer there will be a return of less than 4 per
cent measured by the maximum profit limitation of 8 per cent on the output.
In other words, under the terms of our offer, which includes in cost 6 per
cent on invested capital and a profit limited to 8 per cent on the cost of the
output, the maximum net return on the new capital investment which we will
expect to make will be less than 10 per cent. It will ,be lower than this maxi-
mum, of course, so long as present corporate income taxes apply, or in any
year in which the 8 per cent is not realized. This is not a high return on an
industry so hazardous as the manufacture of fertilizer.
(2) Of equal importance to the soundness of any plan for leasing Muscle

Shoals is a provision which shall specify as part of the cost, a 10 per cent
charge for depreciation and obsolescence of the lessee's investment in new
plant and facilities. While slightly less than the charge which experience
has indicated as advisable in our private operations, it approximates what we
believe reasonable for the proposed fertilizer operation at Muscle Shoals.
Failure to include such a charge in a lease contemplating operations over a
period of 50 years could have only one result: A plant which, long before the
expiration of the lease period, would have become obsolete, noncompetitive and
of no possible aid to the farmers of the future. If the investment should,
during the 50-year lease period, be written off by this 10 per cent depreciation
before it should become necessary to replace the plant facilities represented by
such investment, the depreciation charge would automatically disappear, the
investment upon which interest at 6 per cent would be charged, as stated in
the preceding paragraph, would be correspondingly reduced, and the cost of
the concentrated fertilizer would be lowered accordingly.
(3) In case our proposal shall be accepted, American Cyanamid Co. will

waive its royalties for the use of the cyanamid processes in the production of
such concentrated fertilizer. These royalties, under the terms of the contract
between the United States and American Cyanamid Co. under date of June 8,
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1918, amount to $1,200,000 per year upon a production of 40,000 net tons of
fixed nitrogen. American Cyanamid Co. has also developed improvements in
the cyanamid process since the construction of the large nitrate plant at
Muscle Shoals, and has spent large sums of money upon the development of
patented processes, including the process for the manufacture of Ammo-Phos.
We propose no charge for the use of these further processes and improvements,
although, in our judgment, a proper royalty therefor would increase the total
royalties on the full 40,000 tons of nitrogen production from the $1,200,000,
above mentioned to at least $2,500,000. These waivers by American Cyanamid
Co. of its royalties under all these processes so far as they relate to the manu-
facture of such concentrated fertilizer at Muscle Shoals should be included in
the provisions relating to the determination of cost and fixing of the selling
price of the concentrated fertilizer. The amounts which they represent will
constitute an important saving to farmers.
(4) In computing the cost of power used in the manufacture of the con-

centrated fertilizer, the accountants should charge the fertilizer operation with
the average cost of that class of power so used, whether primary or secondary;
and no profit should accrue to the company upon any part of the power utilized
in the manufacture of such concentrated fertilizer, except the aforesaid
8 per cent upon the cost of the concentrated fertilizer. Full overhead, in-
cluding rental payments to the United States upon any part of the power
development utilized in the production of primary (continuous) power should
be charged into the cost of such primary power, the secondary power bearing
no costs except those specially related to it. We will undertake to use, so
far as reasonably practicable, such secondary power as in our judgment will
reduce the cost of the concentrated fertilizer.
It has been suggested that this company undertake the production each

year of 40,000 tons of fixed nitrogen regardless of market demand. Were
we to guarantee such production and were market demand to fail us for
any reason such as a concerted attack by competitors domestic or foreign—
the operations of the latter being of such a world-wide character as might
enable them to continue business on a profitable basis in other parts of the
world while dumping material at ruinous prices in the United States—we
might find ourselves with $25,000,000 in inventory at the end of a single year,
with no sales relief in sight but still bound indefinitely to produce and store.
No corporation or aggregation of corporations has yet been created with re-
sources sufficient to avoid bankruptcy under such conditions and the most
certain way to bring about such bankruptcy is to -impose these conditions
and to make them known to our competitors by publishing them in a Govern-
ment contract, open to the inspection of all. Any guarantee to carry out such
a program would, therefore, be worthless; for the company making it could
not long continue solvent.
Under the plan we propose, the absence of such a guarantee in no way

jeopardizes the assurance of cheap fertilizer to the farmer. If and when
competition has taken away our market we will, nevertheless, continue to
produce until we have established in storage large stocks of cheap concen-
trated fertilizer available for immediate shipment; and whenever these stocks
fall below the guaranteed quantity, we will resume operations at full capacity.
This covenant on our part, we believe, assures the maintenance of moderate
prices for fertilizer, because only by maintaining prices at a low level could
competitors keep the Muscle Shoals plant shut down.
In order to carry out this covenant, under penalty of forfeiting the lease,

we must continuously reserve for the fertilizer plant the full amount of power
necessary for its operation at capacity. Not only are we thus deprived of an
opportunity to make profit from the sale of this power or its use in other
industrial operations during any period of shutdown of the fertilizer plant,
but the power during such period will go to waste, thereby not sharing the
cost of overhead and stand-by charges and thus increasing the cost of other
power. We agree, in fact, that if this power released through shutdown
of the fertilizer plant can be sold at a profit during the period of such shut-
down, we shall not receive this profit, but it shall be expended at the direction
of the Secretary of War, after receiving recommendations from the farmer
board. In other respects, also, the company would be in a difficult situatiou.
if its plants were closed down. Its investment of many millions of dollars.
would lie idle, depreciating in value and without return. Inventories main-
tained under our covenant and aggregating millions of dollars in cost would
be eaten up by storage, interest, and insurance.
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So serious are such considerations in the determination of manufacturing
policy that production invariably proceeds long after profits disappear under
stress of competition. Plant operation in the face of serious price competition
has never, in our experience, ceased when the price level showed a profit of
8 per cent or even a fraction of 1 per cent. Inevitably under such circum-
stances we must reduce our selling prices so long as they return us—not
profit or interest or even depreciation on our investment—but anything above
out-of-pocket cost. When prices go so low that the manufacturer, in exchange
for the money spent in labor and raw materials, receives only an equal amount
of money in price, he still continues to operate his plant in order to retain
and hold together his organization as against the time when through reduc-
tion in cost or increase in market price he may earn even a slight return on
his fixed investment. This company must inevitably pursue the same policy
at Muscle Shoals.
But sooner or later and notwithstanding these inducements to operate there'

may come a time when production will involve such losses over and above
out-of-pocket costs as will prove too substantial for us to undertake. In fact,
there have been in the history of this country periods when fertilizer could
not be sold at any price. Any manufacturer who undertakes a guaranty to.
continue to produce and sell under such circumstances as these courts disaster.
We do not believe your committee wishes to impose such conditions with ref-
erence to Muscle Shoals.

It has been suggested that in case of shut-down of the concentrated fertilizer
operation the lease should be forfeited. But if our operation of the Muscle
Shoals plant should bring about the above-described conditions, namely, a mar-
ket price for fertilizer so low that the Muscle Shoals plant is compelled to
shut down in the face of price competition, it would seem to us most unreason-
able that for performing this service to American farmers we should be.
penalized by being compelled not only to forego the return upon millions of
dollars invested in the concentrated fertilizer plant but also by having taken
from us the plant itself.
We have also considered other forms of procedure suggested as affording.

relief to the lessee from the 40,000 tons a year guaranty under circumstances
which all would agree justify its suspension. These suggestions have included
the passage from time to time of special acts of Congress, proceedings in
equity in the United States District Court for the Northern District of Ala-
bama, special decrees of the farmer board, and other plans. None of these
forms of relief seems to us to afford the degree of security necessary to war-
rant us in investing such large amounts of money as will be required under
this proposal. Such security seems to us to require that production should
be under automatic regulation by market demand.
In this connection it should be borne in mind that only by expanding the

production of the Muscle Shoals plant to the utmost that the market can
absorb, could the company obtain the maximum profit; because, not being
permitted to increase its selling price no matter how much the market demand
exceeds the supply, the only opportunity for the company to increase its profits-
on the concentrated fertilizer operation lies in increasing the quantity of its-
production and sales.
Muscle Shoals is sometimes described as "the second Niagara of America."

This statement misleads in two ways. First. The region around about Niagara
Falls is now one of the most highly developed industrial centers of the world—
the growth of 50 years. It offers a ready market at good prices for power in
almost unlimited quantities. If time were all, Muscle Shoals might, in 50.
years, offer the same growth in industry and the same market for power at
equal or higher prices. The length of the lease to which we are limited is,
under the resolution appointing your committee, 50 years. Second. At Niagara
Falls already there have been developed more than a million hydroelectric-
horsepower. The average primary hydroelectric power available at Muscle-
Shoals is estimated at 88,000. Last year, the lowest year on record, it fell to-
42,000. By use of a steam plant, if an additional unit is installed, this con-
tinuous power may be boosted in average years to 200,000, but with a resulting
average cost estimated at $17 per horsepower year or more. Comparison with
even present power prices at Niagara show how greatly the profit possibilities
at Muscle Shoals, at least for the next 10 or 20 years, have been overesti-
mated and how small they are compared with possible fertilizer losses. Future
regulation of the upper Tennessee and its tributaries may eventually double,.
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possibly treble, the primary stream-flow power at the shoals. The aggregate
amount is subject for dispute, but will still be low camparatively. Meanwhile
the fact remains that in an average year the primary hydroelectric power is
now 88,000, but that interest and other charges must be met during the period
of development on the headwaters of the Tennessee and its tributaries. Any
lessee of the United States who undertakes its obligations in the belief that
fertilizer losses will be recouped from power gains will, during 50 years, have
ample opportunities to test his theory.
We will establish as part of the group of plants devoted to the manufacture

of concentrated fertilizer a laboratory for chemical research in fields of inter-
est to agriculture, such as the production of nitrogen, phosphoric acid, and
potash (either separately or in combination with other materials) in improved
concentrated forms, and will expend upon such research in each year any
amount directed by the farmer board, not exceeding $1 per ton of concentrated
fertilizer produced and sold in the preceding year, charging such amount into
the cost of concentrated fertilizer. We will undertake to employ, so far as rea-
sonably practicable, such improved processes as, in our judgment, will reduce
the cost of the concentrated fertilizer.

V

Electric power obtained by us from the leased premises and not required for
production of the concentrated fertilizer and operation and lighting of the
navigation locks will be used by ,us and our affiliated companies or otherwise
in local industry at or near Muscle Shoals and/or disposed of by us for such
use and/or for distribution in Alabama and other States.
No company not at present possessed of franchises for the construction and

operation of transmission lines could enter into a valid legal undertaking to
distribute any of this power from Muscle Shoals, even if there were sufficient
power available from the present development to support the construction of
independent transmission lines. The reason is that no company can guarantee
to obtain franchises the granting of which is within the discretion of public-
utility commissions. We are satisfied that it will be possible for us through
agreements with the public-utility companies in Alabama and other States to
arrange for distribution of surplus power in an equitable manner, providing we
are given free hand to negotiate such agreements, or, in the alternative, to
apply to the proper authorities for the necessary franchises and rights to
establish independent distributing systems, and providing further that there
be developed through improvement of the Tennessee River and its tributaries,
independent of control of existing power companies, an amount of power suffi-
-dent to support such an independent system.
To this end, in our judgment, the most important action to be taken is the

proper .development of power through the construction of storage and power
• dams on the Clinch River in the State of Tennessee. We refer particularly
to the following dams:

1. Cove 'Creek Dam to be constructed upon the Cove Creek site on the Clinch
River, located approximately 8 miles in a direct line north of Clinton.

2. Senator Dam to be constructed upon the Senator site on the Clinch River
above the mouth of the Emery River.

3. Melton Hill Dam to be constructed upon the Melton Hill site on the Clinch
River in Anderson and Knox Counties.

4. Clinton Dam to be constructed upon the Clinton site on the Clinch River
_near Clinton.
In order that we may be in a position to carry out the desires of Congress

in respect to distribution of power we propose a development of the above-
mentioned projects in the Clinch River in the following manner:

1. Air Nitrates Corporation will organize a subsidiary company, which shall
be a public-utility company empowered to engage in the business of developing,
generating, transmitting, and distributing electric power.

2. Such public-utility company will file with the Federal Power Commission
an application for a preliminary permit to enable it to secure the data and
perform the acts required by section 9 of the Federal water power act with a
view to obtaining a license to construct, operate, and maintain the aforesaid
water-power projects, except the said Cove Creek project; and Congress shall
authorize and direct the Federal Power Commission to grant such preliminary
permit to such public-utility company.
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3. If in its judgment, after such preliminary examination as is authorized
by the Federal water power act to determine this fact, the construction of
the aforesaid projects is feasible and economically sound, such public-utility
company will apply for a final license under the terms of the Federal water
power act to construct, maintain, and operate these projects under the State
and Federal laws governing such public-utility operations. Thereupon, in ac-
cordance with plans and specifications to be approved by the Chief of Engi-
neers of the United States Army and the Secretary of War as being well
adapted to develop, conserve, and utilize in the public interest the navigation
and water-power development of the region, the commission shall issue such
final license to such public-utility company; and such public-utility company
shall proceed to acquire and construct, maintain, and operate the aforesaid
projects.

4. The United States will acquire and construct the Cove Creek project with
a dam approximately 225 feet high and the necessary lands and water rights
and a power house with 200,000-horsepower generating equipment installed,
unless Congress shall within five years declare that such construction is not
desirable in the public interest. If the Cove Creek Dam shall be so acquired
and constructed by the United States during the term of the lease, it will be
included in the property leased to Air Nitrates Corporation, the lease thereof
to commence when Construction is completed by the United States and to
expire concurrently with the lease of Dams No. 2 and No. 3. If Congress shall
elect not to acquire and construct the Cove Creek Dam as aforesaid, the com-
pany shall thereupon have the right to proceed, in the same manner as above
provided in regard to the other Clinch River projects, for the construction of
the Cove Creek project under the Federal water power act.

VI

We propose to pay and furnish to the United States—
(1) Four per cent interest per annum upon the investment of the United

States in Dam No. 2 with its power house and appurtenances, exclusive of the
amounts expended prior to May 31, 1922 (which amounts are deemed properly
applicable to war costs and navigation purposes as distinguished from power
purposes of the improvement), and annual amounts sufficient, if continued for
100 years, to amortize on a basis of 4 per cent interest compounded annually,
such entire investment (without deduction of amounts expended prior to May
31, 1922), except that during the first six years such payments of interest and
amortization combined shall be $200,000 per year, and that the difference
between such smaller amounts and the full amount of such interest and amorti-
zation shall be paid by us, with interest, in not more than 15 annual install-
ments, beginning not later than the thirty-fifth year of the lease.
(2) Four per cent interest per annum upon the investment of the United

States in Dam No. 3 with its power house and appurtenances, except $6,000,000
(which amount is deemed properly applicable to the navigation purposes as
distinguished from power purposes of the improvement), and annual amounts
sufficient, if continued for 100 years, to amortize on a basis of 4 per cent inter-
est compounded annually, such entire investment (without deduction of such
$6,000,000), except that during the first three years from delivery to us of
Dam No. 3 completed such payments of interest and amortization combined
shall be $160,000 per year, and that the difference between such smaller amounts
and the full amount of such interest and amortization shall be paid by us, with
interest, in not more than 15 annual installments, beginning not later than the
thirty-fifth year of the lease; provided that for the purpose of calculating the
amounts upon which such interest and amortization shall be paid in respect to
said Dam No. 3 the total of such investment shall be deemed to be not in
excess of $32,500,000, unless a greater sum be agreed to between the Chief of
Engineers of the United States Army and the company.
(3) Thirty-five thousand dollars annually in installments quarterly in ad-

vance for repairs and maintenance of Dam No. 2 and its locks and for operation
of the locks, and $20,000 annually in installments quarterly in advance for
repairs and maintenance of Dam No. 3 and its locks and for the operation of
the locks; the maintenance and operation of the spillway gates as well as the
power houses and their appurtenances being undertaken by us, and the main-
tenance of the dams and locks and operation of locks being undertaken by the
United States.
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(4) Sufficient power, free of charge, for the operation and lighting of the

locks of Dams No. 2 and No. 3 to be delivered at such points On the respective

lock grounds as shall be designated by the Chief of Engineers of the United

States Army.
(5) A royalty of 5 cents per long ton upon all limestone removed from the

Waco limestone quarry. The amount of reasonably minable and suitable lime-
stone in the Waco quarry will not be reduced below 15,000,000 long tons, the
estimated amount necessary for operation of the large nitrate plant at full
present capacity for 50 years for production of ammonium nitrate.
In case the Cove Creek Dam be included in the leased property, we will pay

and furnish in addition to the United States—
(1) Four per cent interest upon the investment of the United States in the

Cove Creek Dam, less such amount as shall be determined by agreement be-
tween the Chief of Engineers of the United States Army and the company
to be properly applicable to the navigation purposes as distinguished from
the power purposes of the project, and annual amounts sufficient, if continued
for 100 years, to amortize, on a basis of 4 per cent interest compounded
annually, such entire investment without deduction of the amount applicable
to the navigation purposes of the project. In case the Chief of Engineers of
the United States Army and the company can not agree upon the amount
properly applicable to the navigation purposes of the project, such amount shall
be determined by the United States District Court of the Northern District
for the State of Alabama with the right of appeal by either party to the
circuit court of appeals for the fifth judicial circuit; and in case such
public utility company shall not construct the Cove Creek Dam but it shall be-
come a part of the leased property the company shall not be required to pay
interest upon expenditures in excess of $20,000,000 or amortization installments
upon a sum greater than $25,000,000 for the Cove Creek Dam.
(2) Fifty thousand dollars annually in installments quarterly in advance for

repairs and maintenance of Cove Creek Dam and its locks and for operation
of the locks; maintenance and operation of the spillway gates and power
houses and their appurtenances being undertaken by us, and the maintenance
of the dam and locks and operation of the locks being undertaken by the
United States.
(3) Suffcient power, free of charge, for the operation and lighting of the

locks of Cove Creek Dam, to be delivered at such point on its lock grounds
as shall be designated by the Chief of Engineers of the United States Army.
We will also undertake to install at our own expense in the steam power

plant at nitrate plant No. 2, additional electrical generating and other equip-
ment sufficient to generate at least 40,000 additional horsepower. We will
also undertake to complete the power house of Darn No. 2 up to a generating
capacity of approximately 600,000 horsepower at the cost and expense of the
United States but without profit to us. the additional equipment so installed
to be included in the leased property upon which we shall pay rental by way
of interest and amortization.
At the termination of the lease all improvements made by us at our own

cost and expense and used in the manufacture of the concentrated fertilizer
will become the property of the United States without payment to us; and
all steam power plants or additions or extensions thereto, transmission lines,
and other electric and hydroelectric installations or extensions erected or
installed by us at our expense will become the property of the United States
upon payment to us of fair value not exceeding actual cost less reasonable
depreciation.
American Cyanamid Co. is engaged, at its several plants. in the manufacture

of various products and their derivatives. These operations vary and diversify
as time goes on. From each of these products, the company derives either no
profit at all or a profit usually in excess of 8 per cent. It is the hope and plan
of the company to transfer to Muscle Shoals and its vicinity from time to time
some of these industrial operations. Should it be the wish of Congress to
consider favorably this offer to lease the Government's properties at Muscle
Shoals and to manufacture and sell concentrated fertilizer at cost plus 8
per cent, but, nevertheless, to restrict the company's operations in other fields,
either as to character or profit, the company will be unable to proceed with
the plan above outlined under such restrictions.

It is the policy of American Cyanamid Co. to extend to its subsidiaries with-
out charge the services of its corporate officers; that is to say, its president,
vice presidents, secretary, and treasurer, thus avoiding any duplication of sala-
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ries. This policy will be continued as to Air Nitrates Corporation and, in the
production of such concentrated fertilizer, no charge will be included for the
services of these officers or of the president, vice presidents, secretary, or treas-
urer of any subsidiary or affiliated company other than the company directly
engaged in the manufacture of fertilizer at Muscle Shoals.
To avoid in so far as possible any misunderstanding as to our intent, we have

prepared in detailed form a draft of the proposed lease, which we are attach-
ing and of which we ask your consideration. This draft includes provisions not
mentioned in the foregoing, such as regarding the use and enjoyment of the
property, settlement of disputes, enforcement, force majeure, and other matters
ordinarily included in such a document and, as respects the matters already
mentioned, it expresses in legal form and more precise language the exact offer
we are making. This lease we are prepared to execute, should it receive the
requisite approval.
Those who, representing the United States, negotiated the contract under

which Air Nitrates Corporation built the large nitrate plant at Muscle Shoals
during the late war believed that we were entitled to the first opportunity to
negotiate regarding the disposition of that plant after the close of the war
and sought to grant us this right in the terms of contract. If they have
not in a valid and binding way given us this preference, it was not for failure
of intent but solely for lack of legal authority. Since it was only to meet a war
emergency that we were justified in granting licenses under our patents and
exposing to the agents of the Government the secrets of our processes, it would
seem but reasonable that, other things being equal, we should have first con-
sideration as a purchaser or a lessee of the plant for its peace-time uses.

Respectfully submitted.
AIR NITRATES CORPORATION',

By W. B. BELL, President.
AMERICAN CYANAMID CO.,

By W. B. BELL, President.

This indenture, made in triplicate this   day of  , 192—, by and
between the United States of America (hereinafter called the lessor), acting
by and through the Secretary of War, duly authorized so to do by act of
Congress approved on the   day of  , 192—, and Air Nitrates Cor-
poration, a corporation organized and existing under and by virtue of the laws
of the State of New York, with offices at 511 Fifth Avenue, New York City
(hereinafter called the lessee), witnesseth :
That in consideration of the sum of $1 paid by the lessee to the lessor, the

receipt whereof is hereby acknowledged, of the rents to be paid and of the
mutual covenants, stipulations, conditions, and agreements herein contained to
be kept and performed by the parties, the lessor has granted, demised, and
leased and by these presents cloth grant, demise, and lease unto the lessee for
the possession, use, operation, advantage, and enjoyment, under and consistent
with the terms hereof, of the lessee and its successors and assigns, all the prop-
erties constituting what is generally known and designated as the "Muscle
Shoals development," including all structures, plants, buildings, machinery,
tools and equipment, franchises, rights, powers, and privileges for the construc-
tion, maintenance, use, and operation thereof, as well as all lands, tenements,
easements, servitudes, rights of way. riparian rights, and the appliances, fix-
tures, and appurtenances thereunto belonging (as now or hereafter constituted
and supplemented during the term of this lease by the acquisitions, construc-
tions, and improvements hereinafter described) and embracing (but without in
any way limiting the generality of the foregoing) :
(1) Dam No. 2 with its lands, water rights, power house, structures, and

facilities, which shall include installed electrical generating equipment sufficient
to generate there 240,000 horsepower, all its hydroelectric and operating appa-
ratus, appurtenances, accessories, and facilities, trackage, transmission lines,
telephone and telegraph lines, an electrical tie connection of a capacity of not
less than 120,000 horsepower at suitable voltage connecting properly the power
house at Dam No. 2 with the steam power plant at United States nitrate plant
No. 2, the necessary transformers and switching apparatus, and all lands, build-
ings, housing, easements, rights of way, and riparian rights appurtenant
thereto and/or owned, controlled, or hereafter acquired by the lessor for or
in connection with said dam and power plant, but excluding and excepting
from the property hereby demised and leased the locks and navigation facilities
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and such housing as the Chief of Engineers of the United States Army shall
designate by notice in writing to the lessee given within 60 days from the date
hereof, as being required for the housing of lock operators.
(2) Subject to the provisions of article D hereof, Dam No. 3, with its lands,

water rights, power house, structures, and facilities, which shall include installed
electrical generating equipment sufficient to generate there 250,000 horsepower,
all its hydroelectric and operating apparatus, appurtenances, accessories, and
facilities, trackage, transmission lines, telephone and telegraph lines, an elec-
trical tie connecting the switch house at Dam No. 2 with said power house, of a
capacity equal to the generating capacity installed in said power house, the nec-
essary transformers and switching apparatus, and all lands, buildings, hous-
ing, easements, rights of way, and riparian rights appurtenant thereto and/or
owned, controlled, or hereafter acquired by the lessor for or in connection with
said dam and power plant, but excluding and excepting from the property
hereby demised and leased the locks and navigation facilities and such housing
as said Chief of Engineers shall designate by notice in writing to the lessee
given at the time of the delivery of possession of said Dam No. 3, completed,
as being required for the housing of lock operators.
(3) United States nitrate plant No. 2 (as officially known and designated

on the records of the War Department of the United States), including its
60,000-kilowatt steam power plant, the Waco limestone quarry, with equipment
therefor, and all lands, buildings, housing, easements, right of way, materials,
trackage, transmission lines, telephone and telegraph lines, fixtures, apparatus,
tools, supplies, appurtenances, accessories and facilities, such existing service
equipment as the Chief of Ordnance of the United States Army shall certify by
notice in writing to the lessee given within 60 days from the date hereof as
belonging thereto, and the sulphuric acid units now in storage on the premises,
but not including the platinum catalyzers for use in the manufacture of nitric
acid which shall be retained by the lessor and the lessee shall in no way be
responsible therefor.
And (4) United States nitrate plant No. 1 (as officially known and desig-

nated on the records of the War Department of the United States), including
its power house and transmission line to United States nitrate plant No. 2
and all lands, buildings, housing, easements, rights of way, materials, trackage,
transmission lines, telephone and telegraph lines, fixtures, apparatus, tools,
supplies, appurtenances, accessories, and facilities.

as respects the properties described in paragraphs (1), (3), and (4) above
for and during the term of 50 years beginning on the date of delivery to the
lessee of possession of said properties and thence ensuing and fully to be com-
pleted, and as respects the properties described in paragraph (2) above for
and during the term beginning on the day of delivery to the lessee of posses-
sion of the said properties coMpleted and thence ensuing and until the end of
the aforesaid term of 50 years, upon the terms and conditions contained in
this lease, and to that end the parties hereto respectively covenant and agree
as follows, namely:
A. The lessee will pay to the lessor as rental therefor within 15 days after

the end of each fiscal year (which is hereby defined to begin July 1) of thelease term except as herein otherwise stated—
(1) From the aforesaid deliv.ery of possession of the properties described inparagraphs (1), (3), and (4) of the granting clauses hereof (a) a sum equalto interest at the rate of 4 per cent per annum upon the total of all sumsexpended by the lessor upon the acquisition and construction of Dam No. 2,with its lands, water rights, power house, structures, and facilities, as herein-above described, and its locks and navigation facilities, exclusive of expendi-tures and obligations paid or incurre.d by the lessor prior to May 31, 1922, and( b) annual amounts sufficient, if continued for 100 years, to amortize on abasis of 4 per cent interest compounded annually, the entire amount (withoutdeduction of expenditures and obligations paid or incurred prior to May 31,1922), so expended, except that such payments of said sum as aforesaid andamortization combined for the first six years from the aforesaid delivery ofpossession shall be at the rate of $200,000 per year, and that the differencebetween such $200,000 per year and the full amount of said sum aforesaid andamortization (with simple interest on such difference at the rate of 4 percent per annum) shall be paid in annual installments commencing not latexthan the end of the thirty-fifth year of the lease term, each such installmentto be equal to at least one-fiftpenth of the principal sum of such differenceand interest thereon to the date of payment.
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(2) From delivery of possesison of said Dam No. 3 completed' (a) a sum
equal to interest at the rate of 4 per cent per annum upon the total of all
sums expended by the lessor upon the acquisition and construction of Dam
No. 3, with its lands, water rights, power house, structures, and facilities, as
hereinabove described, and its locks and navigation facilities, less. the sum
of $6,000,000, and (b) annual amounts sufficient, if continued for 100 years,
to amortize on a basis of 4 per cent interest compounded annually the entire
amount (without deduction of such $6,000.000) so expended, except that such
payments of said sum aforesaid and amortization combined for the first
three years from such delivery of possession of said Dam No. 3 shall be at
the rate of $160,000 per year, and that the difference between such $160,000
per year and the full amount of such interest and amortization (with simple
interest on such difference at the rate of 4 per cent per annum) shall be paid
in annual installments commencing not later than the thirty-fifth year of the
lease term, each such installment to be equal to at least one-fiftieth of the prin-

cipal sum of such difference and interest thereon to the date of payment.
(3) During the term of the lea se of said Dam No. 2, $35,000 annually, in

installments quarterly in advance for repairs and maintenance of such dam

and its locks and for operation of said locks irrespective of the actual cost

thereof.
(4) From such delivery of such possession of said Dam No. 3, $20,000 an-

nually, in installments quarterly in advance, for repairs and maintenance of

such dam and its locks, and for operation of said locks irrespective of the actual

cost thereof;
And (5) the lessee will supply to the lessor, free of all charge during the

period of the lease of Dam No. 2, to be delivered at any point on its lock

grounds designated by said Chief of Engineers by notice in writing to the

lessee, electric power necessary for the operation and lighting of its said locks,

and will supply to the lessor from such delivery of such possession of said

Dam No. 3, to be delivered at any point on its lock grounds designated by said

Chief of Engineers by notice in writing to the lessee. electric power necessary

for the operation and lighting of its said locks.
If the lessee be deprived of possession of any portion of the demised properties

for any part of a fiscal year, the total payments to be made by way of rental by

the lessee for such fiscal year for the demised properties shall be reduced so

that the rental to be paid, with respect to that portion of the properties of

which the lessee is deprived of possession shall be the same proportion of the

total yearly rental of such portion of the demised properties as the time during.

which the lessee enjoyed possesison during such fiscal year of that portion of-

the properties of which it was deprived is of one year.
In case the lessee shall be deprived of the possession of any part of the

demised properties pursuant to the provisions of subdivision (3) of article

E hereof, the payments to be made by the lessee by way of rental hereunder

shall thereupon be reduced proportionately as may, subject to the provisions.

of article N hereof, be agreed upon between said Chief of Engineers and the

lessee.
B. In addition to the payments above covenanted to be made the le.zsee

covenants and agrees that it will—
(1) At its own cost and expense complete the steam power plant connected

with said United States nitrate plant No. 2 by installing such additional elec-

trical generating and other equipment as will increase the generating capacity

of said plant up to at least 90,000 kilowatts according to plans and specifica-

tions therefor to be approved by said Chief of Engineers.
(2) In accordance with plans and specifications, which have been or may

be prepared or approved by said Chief of Engineers and out of funds which

the lessor hereby covenants and agrees promptly to make available for that

purpose, install in the power house of said Dam No. 2, with reasonable prompt-

ness after such funds are so made available, such additional electrical generat-

ing units, together with necessary hydroelectric and operating appurtenances,

accessories, and facilities as will increase the generating capacity of the equip.

ment of said Dam No. 2 up to approximately 600,000 horsepower, at the cost

and expense of the lessor and without profit to the lessee, each such addi-

tional generating unit to be the property of the lessor and included in the.

leased property upon which rental by way of interest and amortization shall

be paid to the lessor from the time of its completed installation, such add
i-

tional rental to be paid in the manner and at the rates provided in subdi-

vision (1) of article A hereof.
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And (3) pay to the lessor a royalty of 5 cents per long ton upon all limestone
removed by the lessee or its agents from the said Waco limestone quarry, such
payments to be made on or before the tenth day of each month for the quantity
of such limestone so removed during the preceding month.

C. The lessor covenants and agrees to maintain and keep in repair (as
'determined by said Chief of Engineers, subject to the provisions of Article
N hereof) said dams and locks. The operation of said locks shall be exclu-
.sively that of the lessor and the lessee shall not be responsible for any loss,
damage, or injury resulting from faulty design or construction of the dams,
their gates and locks, or negligent operation of said locks. In the event the
lessor fails to maintain and keep in repair said dams and locks, the lessee may,
;upon giving notice to the lessor, make any and all necessary repairs to said
dams and locks at the cost and expense of the lessor, and the lessee may deduct
and retain out of the payments to be made by it by way of rental hereunder
all such sums as it shall pay on account of said repairs. The lessee covenants
and agrees to maintain and keep in repair the spillway gates and power houses
(substructures and superstructures) and the machinery and appliances appur-
tenant to the power houses, and the operation thereof shall be exclusively that
of the lessee and the lessor shall not be responsible for any loss, damage, or
injury resulting from negligent operation thereof. The lessee further cove-
nants and agrees to comply with and observe all local sanitary laws and regu-
lations in respect to its operation of said power developments. In the event
the lessee at any time during the last five years of the term of this lease fails
to maintain and keep in repair the spillway gates and power houses (sub-
structures and superstructures) and the machinery and appliances appurtenant
to the power houses, the lessor may, upon giving notice to the lessee, make any
•and all necessary repairs to such spillway gates, power houses, machinery, and
appliances at the cost and expense of the lessee.
D. The lessor covenants and agrees to acquire and construct with reasonable

'promptness the dam mentioned and described in paragraph (2) of the grant-
ing clauses hereof, with the lands, water rights, privileges, power house,
structures, fixtures, apparatus, and facilities necessary for the construction,
operation, and maintenance of the same as hereinafter provided, and to com-
plete the same within eight years from the date hereof. Said dam shall be
of such dimensions and specifications and have a power house and such
installations and equipment for the generation of electric power as will take
full reasonable advantage of the flow and fall of the Tennessee River for
utilization of the water power of said river to the best advantage thereof in
view of the other water power develepments that may be located on said
river and/or its tributaries, as determined by said Chief of Engineers; and
the said dam shall not be constructed in such a way as will materially impair
or detract from the use and enjoyment by the lessee of the other properties,
or any of them, demised to it by this lease. The total of the sums expended
by the lessor in the acquisition and construction of the properties described
in paragraph (2) of the granting clauses hereof shall be deemed to be, for
the purpose of calculating the payments to be made by the lessee under article
A hereof, the sums actually so expended, but not exceeding $32,500,000 (includ-
ing the locks and navigation facilities), unless such amount be increased by
mutual agreement between said Chief of Engineers and the lessee.
E. In order to secure the purposes of the lessor as respects national defense

the lessee covenants and agrees:
(1) To maintain during the term of this lease said United States nitrate

plant No. 2 in at least the equivalent of the condition (except that the lessee
may remove limestone from said Waco quarry upon payment of the royalty
as hereinabove provided) in which it shall be turned over to the lessee at the
commencement of the lease term in respect of effective capacity for manu-
facture of ammonium nitrate, available in suitable buildings, until such time
as the Congress of the United States shall declare that such maintenance is
no longer deemed necessary in the interest of national defense.
(2) To maintain during the term of this lease the buildings of said United

states nitrate plant No. 1 in the condition (ordinary and reasonable wear
and tear and damage by force majeure excepted) in which they shall be
turned over to the lessee at the commencement of the lease term, but the
lessee shall have the right during the lease term to alter and remodel such
buildings and to remove, remodel, substitute, and alter the machinery and
equipment contained therein.
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(13) To surrender, whenever war exists, or in the judgment of the President
of the United States it is imminent and the needs of national defense require,
the leased properties, in whole or in part, to the lessor upon its demand for
its war uses during the period of such emergency upon such just and rea-
sonable compensation to the lessee by way of suspension of payments or
'obligations hereunder and/or otherwise, as may, subject to the provisions of
article N hereof, be fixed and determined by the Secretary of War; the leased
properties to be returned to the lessee upon the termination of the war in at
least the equivalent of their condition when so surrendered:
Provided, that the lessee shall in no way be responsible for any loss, deterior-

ation, damage or injury of or to person or property, whether or not resulting
in death, occurring by reason of such possession and/or use of the surrendered
;properties during the period of such surrender.
And (4) at all times after the third year of the lease term, to the end that

'operation in case of war shall be under the direction of a trained force, to re-
tain in its employ at least one superintendent and one or more foremen of each

:manufacturing department of said United States nitrate plant No. 2 for fixation

•of atmospheric nitrogen or employ substitutes therefor, until such time as the

Secretary of War shall certify in writing that continued maintenance of such

-force is not deemed necessary in the interest of national defense.
F. In order to secure the purposes of the lessor in respect of the utilization

of the demised properties in times of peace for the fixation of atmospheric
nitrogen and the production of a concentrated fertilizer and its sale to farmers
in the United States at reasonable prices, the lessee covenants and agrees that

it will—
(1) Produce or cause to be produced at said United States nitrate plant

No. 2 and/or said United States nitrate plant No. 1, ammonium phosphate or

other nitrogenous concentrated fertilizer suitable for use by the farmers both

through direct application to the soil and through home mixing, and contain-

ing at least 40 per cent by weight of plant food in the form of ammonia

and/or phosphoric acid and/or potash. The production of such concentrated

fertilizer will be commenced at said United States nitrate plant No. 2 by

using the cyanamid process. Before the expiration of the second year of the

lease term the lessee will make such alterations as are found necessary by

the lessee upon inspection and test of the said nitrate plant and will build

the necessary phosphoric acid and ammonium phosphate plants to produce

annually a quantity of such concentrated fertilizer containing not less than

10,000 net tons of fixed nitrogen and not less than 40,000 net tons of plant

food in the form of ammonia and/or phosphoric acid and/or potash. The

term "net tons" as used in this article is hereby defined to mean tons- of

2,000 pounds each. The first unit of the plant for production of such con-

centrated fertilizer will be operated at full capacity not later than in the

third year of the lease term and the product will be offered for sale in the

manner hereinafter provided. At any time thereafter when the lessee has

for three successive fiscal years succeeded in selling the full product of such

first unit at cost plus 8 per cent (as provided in subdivision (2) of this

article) the lessee will, upon written request of the farmer board hereinafter

described, provide and place in operation a second unit of sufficient size so

that there shall be then a total capacity for annual production of such concen-

trated fertilizer containing at least 20,000 net tons of fixed nitrogen and at

least 80,000 net tons of plant food in the form of ammonia and/or phosphoric acid

and/or potash. When at any time thereafter the lessee has for three successive

fiscal years succeeded in selling the full combined product of such first two units

at cost plus 8 per cent (as provided in subdivision (2) of this article) the lessee

will, subject to the provisions of article T hereof, upon written request of the

said farmer board, provide and place in operation a third unit of sufficient size

so that there shall be then a total capacity for annual production of such con-

centrated fertilizer containing at least 30,000 net tons of fixed nitrogen. At

any time thereafter when the lessee has for three succeSsive fiscal years suc-

ceeded in selling the combined full product of such first three units at cost plus

S per cent (as provided in subdivision (2) of this article) the lessee will, upon

request of said farmer board, provide and place in operation a fourth unit of

sufficient size so that there shall be then a total capacity for annual produc-

tion of such concentrated fertilizer containing at least 40,000 net tons of fixed

nitrogen. The lessee throughout the term of this lease will annually produce

a quantity of such concentrated fertilizer equal to the plant capacity for such

production as the same shall exist from time to time as above stated, except
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when the nitrogen is required for national defense or when satisfaction of
market demands is insured through the maintenance in storage of an unsold
quantity of such concentrated fertilizer equal to at least 25 per cent of the
annual capacity of said first unit. Nothing herein contained shall deprive the
lessee of the privilege of anticipating from time to time the increases above
mentioned in plant capacity for production of such concentrated fertilizer.
If at any time during the term of this lease the lessee shall suspend the pro-

duction of such concentrated fertilizer, no profit shall accrue to the lessee from
the sale of power made available to it through such suspension, but for and
during such suspension all profits from the sale of such power over and above
the cost thereof (as provided in subdivision (2) of this article) shall be ex-
pended by the lessee as the Secretary of War, in his discretion and to carry out
as near as may be the purposes of this lease, shall direct after receiving the
recommendation of said farmer board; and in case the lessee, its subsidiary
and/or allied corporations shall utilize any power so made available, such
power so utilized shall be deemed, for the purposes of this provision, to have
been sold to the lessee and/or such companies at the fair market value thereof
as the same shall be fixed and determined, subject to the provisions of Article
N hereof, by said farmer board;
(2) Such concentrated fertilizer will be offered for sale to farmers and

other consumers in the United States at a maximum selling price f. o. b. factory
consisting of the fair actual cost (as hereinafter defined) of manufacture and
sale, plus 8 per cent thereof. Such cost shall include—
(a) All direct expenses incurred in manufacture and sale of such .concen-

trated fertilizer, including the cost (as hereinafter defined) of power used in
such manufacture.

It shall be understood and agreed that in determining cost, there shall be
deducted any discounts, rebates or refunds accruing in connection with the
concentrated fertilizer business, any miscellaneous receipts from sale of scrap
or residue produced in the operation of the concentrated fertilizer business,
and the market value, if any, as raw materials before any subsequent process-
ing thereof, of any by-products produced in the course of the manufacture of
such concentrated fertilizer and sold either as such raw materials or after
further processing.

It shall be understood and agreefl that the lessee shall have the right to pur-
chase, for the manufacture of such concentrated fertilizer, materials, supplies
and/or equipment not reasonably capable of being produced at either of said
nitrate plants, from said American Cyanamid Co., its subsidiary, and/or allied
companies, at the fair market price thereof, provided said price shall have
been approved, subject to the provisions of Article N hereof, by resolution of
said farmer board.
(b) All indirect expenses properly incident to the manufacture and sate of

such concentrated fertilizer.
(c) Fire, liability, and any other insurance.
(d) Taxes (except Federal income and profit taxes).
(e) Any expenses for research ordered by said farmer board (as provided

in subdivision (4) of this article).
(f) All expenses of administration of the concentrated fertilizer business,

including legal expenses properly incidental thereto.
(g) All expenses of maintenance of such part of said nitrate plants, or

either of them, as shall be utilized in the manufacture of such concentrated
fertilizer.
(h) Depreciation and obsolescence at the rate of 10 per cent per annum

of the lessee's total expenditures and expenses for construction and/or acqui-
sition of buildings and equipment used in the manufacture of such concen-
trated fertilizer and for the replacement of presently existing property here-
after used in such manufacture and for any additions, extensions, and/or
betterments that may be made from time to time to any property used in
such manufacture either existing at the date hereof or which may subse-
quently be constructed and/or acquired, such buildings and equipment becom-
ing the property of the lessor pursuant to the provisions of subdivision (2) of
article H hereof on the termination of the lease.
It shall be understood and agreed that as a part of such total expenditures

and expenses there shall be included interest at the rate of 6 per cent per
annum during construction upon monthly balances of expenditures for con-
struction.
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It shall be understood and agreed that at no time shall the provision for
accrued depreciation and obsolescence over and above the total of expenditures
ma de therefrom for renewals and replacements of the buildings and equipment
pnrifided at the expense of the lessee, exceed the total original cost of all
the properties depreciated, and that no depreciation or obsolescence what-
ever shall be charged in respect of the property built and provided at the cost
and expense of the lessor. If any part of the balance of the provision for
depreciation be withdrawn from the concentrated fertilizer business, such
part so withdrawn shall cease, from the date of such withdrawal, to be con-
sidered as capital invested in the concentrated fertilizer business for the
purpose of computing interest on the capital invested in such concentrated
fertilizer business.
(i) Interest at the rate of 6 per cent per annum on capital invested in

the concentrated fertilizer business, except balances of expenditures for con-
struction on which interest has hereinbefore been provided for and except
borrowed money.
It shall be understood and agreed that the lessee shall keep departmental

accounts, which shall at all times show the proportion of its capital invested
in such concentrated fertilizer business.
(j) Interest actually paid (from which shall be geducted interest earned

on bank balances) on money borrowed by the lessee and used or held for the
purposes of such concentrated fertilizer business, the gross interest on such
borrowed money not to exceed 6 per cent per annum.
(k) Cost of the farmer board and its members as provided in subdivision

(6) of this article. '
(1) Unless otherwise provided for in, or precluded by, specific provisions

of this lease, any expenditure made or obligation incurred, at fair current
prices, for the specific purpose of performing the acts and things required to
be performed by the lessee in connection with the preparation for manufac-
ture, manufacture of, storage, distribution, and sale of such concentrated
fertilizer under this lease, which can be reasonably construed, as of the time
incurred, to have been necessary in connection with such performance, shall
be considered items of cost.

It shall be understood and agreed, however, that in order to arrive at a
normal cost, preliminary costs of "tuning up" of manufacturing plant, demon-
strating through cooperation of agricultural experiment stations, county agri-
cultural agents and farmers, the use on various crops of the concentrated
fertilizer produced (as provided in subdivision (1) of this article) on the leased
premises, and other initial and preliminary expenses made and incurred during
the period after the commencement of this lease and prior to operation of the
first unit of the plant for manufacture of such concentrated fertilizer and prop-
erly incident to the concentrated-fertilizer business, shall be carried as deferred
charges and distributed equally in the cost of such concentrated fertilizer over
the first five years of production after the operation of such first unit at full
capacity has commenced; and that similar initial and preliminary expenses
made and incurred in connection with the putting into operation of the second
and each subsequent unit of the plant for manufacture of such concentrated
fertilizer shall likewise be carried as deferred charges and distributed equally
in the cost of such concentrated fertilizer over the first five years of production
after the operation at full capacity of each unit, respectively.
In case the lessee shall utilize any part of the nitrate properties for pur-

poses other than the manufacture of such concentrated fertilizer, the expense
of maintenance and operation of such part of such properties when so utilized
shall not be included in the cost of such concentrated fertilizer, and any profits
obtained by the lessee through such utilization shall not be credited to the cost
of such concentrated fertilizer.
There shall not be included in the cost of such concentrated fertilizer any

royalties paid or payable on any processes utilized in the manufacture of such
concentrated fertilizer, which are now owned or which may hereafter be
acquired by American Cyanamid Co., a corporation organized and existing
under and by virtue of the laws of the State of Maine. and/or by any sub-
sidiary and/or allied corporation of said American Cyanamid Co.; nor shall
there be included in the cost of such concentrated fertilizer any royalties upon
inventions made through and in the course or research provided for in sub-
division (4) of this article.
There shall not be included in the cost of such concentrated fertilizer any

compensation paid to any person holding the office of president, vice president,
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secretary, or treasurer of said American Cyanamid Co., nor any compensation
paid to any person holding like office in any subsidiary or allied corporation
of said company; but this provision shall not be deemed to exclude from such
cost compensation paid to any officer employed only by a corporation engaged
in the manufacture of such concentrated fertilizer under this lease.
In computing the cost of all electric power used in the manufacture of such

concentrated fertilizer
(a) The term "primary power" shall mean power that is continuously

available and produced wholly by water or by water supplemented by steam.
All other power produced wholly by water shall be deemed to be "secondary
power."
( b) The cost per horsepower-year of primary power used in the manufacture

of such concentrated fertilizer shall be deemed to be the total average cost per
horsepower-year of all primary power produced by the lessee upon and by
means of the property covered by this lease during the fiscal year.
(c) The cost per kilowatt-hour of any secondary power used in the manu-

facture of such concentrated fertilizer shall be deemed to be the average cost
per kilowatt-hour of all secondary power produced by the lessee upon and by
means of the property covered by this lease during the fiscal year.
In computing the cost of primary power there shall be included:
(a) All expense of .administration and all rentals, payments, contribu-

tions, expenses, and expenditures of the lessee paid and/or accrued, whether
in the form of power or of cash, for maintenance and operation of the dams,
power houses, locks, gates, and navigation facilities and/or for interest and/or
amortization upon the lessor's investment in the dams, power houses, locks,
gates, and navigation facilities, except expenditures for rental by way of
interest and amortization upon the lessor's investment in equipment not used
in the production of primary power.
( b) All interest, amortization, reasonable depreciation, and other proper

fixed charges relating to that part of the power development acquired, con-
structed and/or purchased at the cost and expense of the lessee, and used in
the production of primary power (whether or not exclusively so used).
(c) The cost of production by the lessee of power by steam to supplement

the hydroelectric power development in the production of primary power.
(d) The cost of maintaining auxiliary steam power plants in stand-by

condition and costs of stand-by crews of operators therefor.
(e) The cost to the lessee of any power purchased by it to supplement the

hydroelectric power development in the production of primary power, whether
such purchase be for payment of cash or for power given by the lessee in ex-
change for other or different power.
(r) Unless otherwise provided for in, or precluded by, specific provisions ofthis lease, any expenditure made or obligation incurred at fair current prices,for the specific purpose of performing the acts and things required to beperformed by the lessee in connection with the production of such primarypower under this lease, which can be reasonably construed, as of the timeincurred, to have been necessary in connection with such performance, shallbe considered items of cost.
In computing the cost of secondary power there shall be included:
(a) All items properly charged in the accounts of the lessee as the costof power and not included in the cost of primary power, including fixedcharges relating to any part of the power development not used as aforesaidin the production of primary power.
No purchase of power by the lessee shall cause an increase in the averagecost per unit of power charged against the manufacture of such concentratedfertilizer and no profit shall accrue to the lessee upon any part of the power(or upon items included in the cost thereof) used in the manufacture of suchconcentrated fertilizer, other than the said 8 per cent upon the cost of suchconcentrated fertilizer, and the lessee shall use secondary power for the manu-facture of such concentrated fertilizer whenever in the judgment of the lesseesecondary power is available for such purpose and its use will reduce the costof such concentrated fertilizer.
The average cost of power charged by the lessee in each year as part of theexpense of manufacture of such concentrated fertilizer shall not exceed theaverage selling price for that year charged to American Cyanamid Co. andits subsidiary and/or allied corporations by the lessee for power, of the sameclass and kind utilized for purposes other than the manufacture of such con-centrated fertilizer.
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There shall be included in the cost of primary power in each fiscal
 year

such amounts as shall be paid for such fiscal year by the lessee as rent
al by

way of interest and amortization, in accordance with the terms of
 article

A hereof, and net any different amounts which may have accrued duri
ng such

fiscal year and part of which (as provided in article A hereof
) shall have

been deferred to subsequent years; and such amounts so deferre
d shall be

charged against the cost of primary power in the years when paymen
ts of such

deferred amounts are made in accordance with the terms and pro
visions of

article A hereof.
(3) Each year the fair actual cost of producing and selling 

such concen-

trated fertilizer shall be estimated in the first instance by the le
ssee for the

purpose of fixing the selling prices at which such concentrated fertilizer

shall be offered for sale, but shall finally be determined annuall
y by a repu-

table firm of certified public accountants to be chosen in th
e following man-

ner: On or before the 1st day of April of each year, the lessee
 shall nomi-

nate to said farmer board three such firms. Said farmer board shall select

one of the three so nominated, or, if no one of the three be sa
tisfactory to it

said farmer board shall in turn, on or before the 1st da
y of May next fol-

lowing, nominate to the lessee three such firms. On or before th
e 1st day of

June next following such nomination one of the said thre
e firms shall be

selected by the lessee, or, if no one of said three firms
 be satisfactory to it,

the then President of the United States shall designate
 promptly in writing

one of said six firms and it shall act. For the fiscal year ending June 30 next

following, such firm of certified public accountants sha
ll examine the books

and accounts of the lessee relating to the manufactur
e and sale of such con-

centrated fertilizer, and shall certify to said farmer bo
ard and to the lessee,

what was the actual cost of such concentrated fertilizer
, as provided in sub-

division (2) of this article, and the prices (being such 
cost plus 8 per cent)

at which such concentrated fertilizer should hav
e been sold to farmers and

other purchasers during such fiscal year, but the ac
countants shall not certify

or make public in any manner the details of the 
cost of such concentrated

fertilizer, except that the accountants shall, upon
 the request of said farmer

board, furnish to said farmer board the details o
f sales and general adminis-

trative expense. Upon receipt of the certificate of the accountants s
tating

the actual cost and the prices at which such conc
entrated fertilizer should

have been sold, in case any farmer or other pu
rchaser shall have paid to the

lessee for such concentrated fertilizer, a sum g
reater than such price, the

amount of such excess payment shall be promptly
 refunded to said purchaser

by the lessee. Such certificate of the accountants shall be final a
nd conclu-

sive on all parties hereto, said farmer board and purch
asers of such con-

centrated fertilizer, subject only to the provi
sions of Article N hereof.

(4) The lessee will establish on the leased pre
mises as a part of the group

of plants devoted to the manufacture of such
 concentrated fertilizer, a labora-

tory for chem'cal research in fields of interest 
to agriculture such as the pro-

duction of nitrogen, phosphoric acid, and po
tash (either separately or in

combination with other materials) in improved concentrated forms and

will depend upon such research annua
lly such amount, not exceeding $1

per ton of such concentrated fertilizer produced and sold during the

preceding fiscal year under the provisions of 
subdivision (1) of this article,

as shall be determined by said farmer board,
 the cost and expense of such

research to be charged to and included in t
he cost of such concentrated fer-

tilizer, and the lessee shall employ so far 
as reasonably practicable such im-

proved processes developed by such resear
ch as in its judgment will reduce

the cost of such concentrated fertilizer.

(5) The distribution of such concentrated
 fertilizer to farmers and other

consumers shall be subject to such reason
able regulations as may be prescribed

by said farmer board. Such regulations shall be adopted or revised a
t an-

nual meetings of said farmer board to 
take place on or before June 30 of

each year, and the regulations so adop
ted or revised shall take effect on the

first day of January next following. It shall be entirely in the discretion of

said farmer board whether any such r
egulations shall be adopted or amended

in any one year. Such regulations shall apply solely to dis
tribution and shall

not require the lessee to extend credit 
to purchasers;

And (6) said farmer board shall 
consist of not more than nine voting

members, two of whom (who need not be 
farmers) shall be appointed by the

lessee, and seven of whom shall be 
appointed through nomination by the

President of the United States from list
s submitted by national farm organ!-
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zations and confirmation by the Senate. In addition to the voting members
the President shall designate a representative of the Bureau of Markets of
the Department of Agriculture, or its legal successor, to serve upon such board
in an advisory capacity, but without a vote. The voting members appointed by
the lessee shall serve at the pleasure of the lessee, which shall appoint their
successors. The voting members nominated by the President and approved
by the Senate shall be chosen in the following manner: On or before the 1st
day of September, in the year 1926, and thereafter, whenever d vacancy oc-
curs, the American Farm Bureau Federation, the National Grange, and the
Farmers' Educational and Cooperative Union of America, or their successor or
successors, as leading representative farm organizations, national in fact, shall
each designate to the President of the United States, in writing, not less than
5 nor more than 10 candidates for voting membership on said board. The
President shall nominate to the Senate at its then existing or next regular
session a sufficient number of the candidates so designated to fill all thevacancies in said board, the candidates so nominated to be selected by the
President in such a manner, so far as he finds practicable, as that representa-
tion shall be given to each of the above-mentioned organizations or theirsuccessors, and that not more than one member of the board shall be a resident
of any one State. Such nominations shall be subject to confirmation by theSenate, and if the Senate shall not confirm a sufficient number to fill allvacancies the President shall make additional nominations from among can-
didates designated, as hereinabove provided, until the Senate shall have con-firmed a sufficient number. If any controversy shall arise as to the existenceor successorship of any such organization, or whether it be national in fact,it shall be determined by the Secretary of Agriculture; and if one or moreof the above-mentioned farm organizations or their successors, by reason ofexpiration of charter or ceasing to function or failing to maintain an organi-zation, national in fact, or for any other reason, shall decline, fail, or neglectto make such designation of candidates, as above provided, the Secretary ofAgriculture shall make such designations for the organization or organizationsso declining, failing, or neglecting to make the same; but a failure in any oneyear to make such designations shall not deprive any of the said farm organi-zations or their successors of the right and privilege to make such designa-tions in future years. On all such questions the decision of the Secretary ofAgriculture shall be in writing and final and conclusive on all persons andorganizations. The terms of office of the members of the said board firstappointed shall commence on the 1st day of January, 1927. Two of the sevenmembers first appointed on the nomination of the President shall be desig-nated by him to serve for a period of two years, two for a period of fouryears, and three for a period of six years; and their successors shall servefor six-year terms. The members of the said board shall receive a compensa-tion to be fixed by the Secretary of Agriculture, and shall be reimbursed fortheir actual and necessary expenses in attending to the business of the board,such compensation and expenses, and all actual and necessary expenses of theboard itself, to be paid by the lessee and charged to the cost of producingsuch concentrated fertilizer. The said board shall appoint and employ apermanent secretary and such other employees as it shall deem necessaryto serve at its pleasure, and shall fix the compensation of such secretary andemployees to be paid in like manner by the lessee and charged in like mannerto the cost of production of such concentrated fertilizer.
G. The lessee covenants and agrees that the electric power obtained by itfrom said demised premises to the extent that said power is not required forsuch production of said concentrated fertilizer and/or such operation and light-ing of said locks and/or is not used by the lessee or said American CyanamidCo. and/or a subsidiary corporation of either of said corporations in localindustry at or near Muscle Shoals, will be disposed of by the lessee for use inlocal industry at or near Muscle Shoals and/or for the purpose of distribution(subject to the applicable State and Federal laws) in Alabama and otherStates to which such electric power may reasonably be transmitted.H. Upon the termination of this lease or of any renewal or extensionthereof for any cause whatsoever:
(1) The lessor shall take any steam power plants or any additions or exten-sions thereto, transmission lines, or other electric or hydroelectric installationsor extensions erected or installed on the leased premises by the lessee at itsexpense during the period of the lease and pay to the lessee therefor such
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fair value as, subject to the provisions of Article N hereof, shall be fixed by

agreement between the Secretary of War and the lessee, which fair value

shall in no case exceed actual cost less reasonable depreciation;
(2) All buildings, machinery, equipment, fixtures, facilities, appurtenances,

and improvements not embraced in subdivision (1) of this article, which shall

have been installed at said United States nitrate plant No. 1 and/or said

United States nitrate plant No. 2 by the lessee, at its own cost and expense,

and used in the manufacture of such concentrated fertilizer, shall be and

become the property of the lessor without any payment therefor to the lessee;

And (3) all manufacturing plants, machinery, equipment, facilities, appur-

tenances, and improvements, and structures placed or erected on the leased

premises by the lessee or its subtenants, not embraced in subdivisions (1) and

(2) of this article, shall not become the property of the lessor, but may be

removed from the leased premises by the lessee or its subtenants at the ter-

mination of this lease or any renewal or extension thereof, or within a reason-

able time thereafter.
I. The lessor covenants and agrees that it owns, by good and marketable

title, free from all defects and encumbrances, the aforesaid demised properties,

and has full right and power to make this lease thereof, except that it does not

now own the properties described in paragraph (2) of the granting clauses

hereof. The lessor further covenants and agrees that the properties demised

and described in paragraphs (1), (3), and (4) of the granting clauses hereof

constitute all such lands, rights, easements, and servitudes as may be neces-

sary for the construction, operation, and maintenance of said dams and

power houses. The lessor also covenants and agrees that in case the title

to the said lands, rights, easements, and servitudes shall be found defective

or encumbered, or said lands, rights, easements, and servitudes be found

insufficient within the meaning of the covenants herein contained, the lessor,

at its own cost and expense, shall and will remedy and remove such defects

or encumbrances and make good any such insufficiency. The lessor covenants

and agrees to acquire the properties described in paragraph (2) of the grant-

ing clauses hereof by good and marketable title, free from all defects and

encumbrances, including all such lands, rights, easements, and servitudes

as may be necessary for the construction, operation, and maintenance of said

Dam No. 3 and its power house when the same is constructed, operated, and

maintained, in accordance with the terms and provisions of this lease, and

upon the completion of said Dam No. 3 the said properties so purchased and

acquired, except the locks and navigation facilities, shall, ipso facto, and with-

out any further conveyance or assignment, become and be a part of the prop-

erties demised by this lease, and as such subject to all the applicable terms

and provisions of this lease for and during the balance of the unexpired said

term of 50 years hereinabove mentioned and described as fully and completely

as though specifically leased and demised by this lease. It is mutually agreed

that in the event of any litigation attacking the title or possession of the

property, rights, privileges, and franchises demised, the lessor shall defend

such litigation at its own cost and expense, but the lessee may, at its own

cost and expense, be represented by its counsel in any such litigation, and in

the event of any litigation involving the title or possession of the property,

rights, privileges, and franchises herein demised, and which are reasonably

essential to the performance of the obligations assumed by the lessee by the

terms of this lease, the lessee shall be relieved from said obligations pending

the termination of such litigation.
The lessor also covenants and agrees that it will at any time, upon the

request of the lessee, and at the lessor's cost and 'expense, execute and deliver

to the lessee any and all such other or further instruments and assurances in

the law for the better granting, demising, and securing to the lessee the said

franchises, rights, privileges, easements, real estate, and property by this lease

granted and demised, or intended so to be, or to describe accurately the said

properties, or any of them, intended to be embraced in this lease, the descrip-

tion thereof hereinbefore given being wholly general and to be thus supple-

mented, which the lessee or its counsel learned in the law shall reasonably

advise and require. The lessor covenants and agrees to keep and perform all

the terms and conditions hereof on its part to be kept and performed, in

manner and form as the same are herein set forth.
The lessor covenants and agrees to deliver Dam No. 2 and its power plant

to the lessee in good operating order and condition, and promptly to replace
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any of its structures and/or equipment which, within 30 days from the date
hereof, may prove to have been defective in design, material, or workmanship
for the purpose or operation for which the same was intended. In case the
lessor fails or refuses to replace promptly any such defective structures and/or
equipment, the lessee may, upon giving notice to the lessor, replace the same
at the cost and expense of the lessor, and in such event the lessee may deduct
and retain out of the payments to be made by it by way of rental hereunder
all such sums as it shall pay or incur on account of such replacements: Pro-
vided, however, That nothing contained herein • shall render the lessor liable
for damages or delays to the lessee on account of any such defective structures
and/or equipment.
The lessor further covenants and agrees that it will not itself, or by permit

or license authorize or empower any third party to, construct. operate, or
maintain any dam or dams on the Tennessee River and/or its tributaries, in
such form or manner a s will materially impair or detract from the full use
and enjoyment by the lessee of the properties, or any of them, demised to the
lessee by this lease.

J. The lessor covenants and agrees that the lessee, during the term of this
lease and during any extension or extensions thereof, upon keeping and per-
forming the terms and conditions hereof on its part to be kept and performed,
shall have quiet and peaceable possession and enjoyment of the properties
herein demised, without let, hindrance, molestation, or disturbance from any-
one whatsoever. If the lessor shall fail duly to keep and perform this cove-
nant, or if the lessor, or the Congress of the United States, or the Secretary
of War, or other officer acting on behalf of the lessor in relation thereto, shall
refuse to keep or perform any of the promises provided in this lease to be
performed by the lessor, upon the ground that said promise is invalid or
without authority, or in any respect ultra vires, or if the lessor shall fail to
perform any of said promises upon such ground, the lessee shall be entitled to
terminate this lease upon not less than 90 days' previous notice to the lessor
to that effect, and upon and after such termination the lessee shall be relieved
of all obligations hereunder.
K. The lessee covenants and agrees that it will, during the term of this

lease, do or cause to be done the things necessary or proper to keep in full
force and effect its corporate existence, rights, and franchises. And the
lessee covenants and agrees that should it cease to be an American-controlled
corporation that fact shall be deemed to constitute a default in the terms of
this lease.
The lessee also covenants and agrees that it shall and will indemnify, protect,

and save harmless the lessor against any and all claims, demands, expenses,
damages, losses, liabilities, judgments, and costs in the prosecution and defense
of any action or legal proceeding for or on account of or in connection with
damage to property or injury to person (including death), due solely to the
action or alleged negligence or misconduct of the lessee or its agents, employ-
ees, or contractors which may arise during the term of this lease in or about
the construction, installation, maintenance, use, management, possession, or
operation by the lessee of any of the properties which the lessee in and by
this lease agrees to maintain and operate or any of the facilities which under
the provisions of this lease it is obligated to construct, install, operate, or
maintain; and the lessee shall assume the defense, compromise, or other dis-
position of any claim, demand, suit, action, or legal proceeding that may be
made or brought against the lessor for or on account of or in connection with
any such damage or injury.
The lessee does hereby further covenant and agree that it will not assign

this lease without the consent of the lessor, and that at the expiration of the
term of this lease or of any renewal or extension thereof or other sooner ter-
mination it will and shall peaceably surrender, transfer, return, and deliver
up to the lessor the aforesaid demised premises.
L. Neither party to this lease shall be held responsible for any loss, damage,injury, delay or failure of performance, occasioned by the act or omission of

the other party, its officers, agents, or employees, or by force majeure or any
cause or causes reasonably beyond the control of the party exercising ordinary
care and not attributable to its fault or neglect, including ice, earthquake,
movement of earth or rock, flood, drought, or other action of the elements,
famine, pestilence, strikes and suspensions of labor, war, riot, civil commotion,
order of any court, and unavoidable casualty. Except as otherwise provided
in this lease, the lessee shall not be required to repair or restore, for or on
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account of any such loss, damage, injury, or delay, and shall be entitled to an,
apportionment or suspension of the terms and conditions of this lease to an
amount and extent reasonably commensurate with the curtailment or preven-
tion thereby of its use and enjoyment of this lease and said demised prop--
erties.
M. Subject to the provisions of Articles E and F hereof, the lessee shall,..

during the continuance of this lease and during any extension or extensions"'
thereof, have the full and exclusive use, possession, control, enjoyment, and
operation of the demised premises, together with the electric power generated
thereon, and shall be entitled to enjoy the benefits and advantages thereof,
including (1) the right to use the said demised premises for all lawful purposes,
and to construct, operate and maintain thereon any structure, equipment or
apparatus which the lessee may deem desirable or convenient, the same,.
subject to the provisions of Article H hereof, to remain the property a the
lessee and to be removable by it within• a reasonable time after the termina-
tion of this lease; (2) the right to alter, enlarge, rebuild and reconstruct any
of the structures, equipment or apparatus now or hereafter belonging to the.
lessor and on the demised premises, save as in this lease otherwise expressly
provided; and (3) the right to remove limestone from said Waco quarry,
provided, always, that the amount of limestone in said quarry reasonably
mineable and suitable for the manufacture of ammonium nitrate be not re-
duced below 15,000,000 long tons, the estimated amount of such limestone-
required to operate said United States nitrate plant No. 2 for a period of 50'
years at its present capacity as respects the manufacture of ammonium
nitrate.
N. In case a dispute arise as to this lease or any of its terms, or any act

done or omitted sto be done under or with respect to it, or any of the proper-
ties now or hereafter embraced in it, or as to whether a default has occurred
or its removal been made or bona fide begun, or in case the parties hereto-
fail to reach an agreement or determination in any respect in which they
should or must agree in order to the proper carrying out of this lease or any
part therof, as contemplated by its terms, any party hereto injuriously affected
thereby may, upon written notice to the other parties hereto of its intention,
so to do, apply by petition to the District Court of the United States for the
Northern District of Alabama, or its successor as then constituted (which is•
hereby given original jurisdiction to hear and determine the matter under such
rules and procedure as it may adopt for the purpose) for a judicial ascertain-
ment and determination of the controversy. The court shall grant such relief
as, after ascertaining the facts and hearing the parties, it may consider proper.
The decision of said court shall be in writing, and from it any party thereto.
may appeal to the Circuit Court of Appeals for the Fifth Judicial Circuit
(or its successor as then constituted) under the statutes and rules governing
appeals between said courts in equitable causes. Any order or judgment ren-,
dered by either of said courts shall allow a reasonable time from the entry
thereof for compliance therewith.
0. The lessee covenants and agrees that it will within 60 days after the

date hereof duly increase its authorized capital to ht least $50,000,000, of
which at least $10,000,000 in cash shall be paid in as required but before the
expiration of the third year of the lease term. And the lessee will so arrange
and provide that such other cash funds as may be necessary for its performance
of this lease will be available to it as and when required for that purpose.
P. It is further mutually agreed that in case the lessee shall at any time

or times hereafter during the term of this lease fail or omit to keep and per-
form the covenants and agreements herein contained on its part to be kept and
performed, or any of them, and shall continue in default in respect to the
performance of such covenant or agreement, for the period of 90 days, then
and in either and every such case the lessor may give notice to the• lessee
specifying such default and requiring its removal; and thereupon, if the
lessee does not with reasonable promptness after the giving of such notice
commence and complete the removal of said default, it shall be lawful for the
lessor; at its option, to proceed in accordance with the provisions of article N
hereof for an order declaring this lease terminated, to the same extent as if
the term thereof had expired, and said court is hereby given original juris-
diction to hear and determine the same and to give such other and further re-
lief as the case may require.
Q. This lease and all the covenants, conditions, stipulations, promises,- and

agreements herein contained shall extend to and be binding_ upon. and inure
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to the benefit and run In favor of the parties and their respective successors
and assigns.
R. Any notice to or demand upon the lessor shall be deemed to have been

sufficiently given or served on the lessor, for all the purposes hereof, if mailed,
postage prepaid, to the then Secretary of War, Washington, D. C. Any notice
to or demand upon the lessee shall be deemed to have been sufficiently given or
served on the lessee, for all the purposes hereof, if mailed, postage prepaid,
to the lessee at its office in the Borough of Manhattan, city, county, and State
of New York, or to such other address as shall be furnished by the lessee by
written notice to the lessor. Any notice to or demand upon said American
Cyanamid Co. shall be deemed to have been sufficiently given or served on
said American Cyanamid Co. for all the purposes hereof, if mailed, postage
prepaid, to the said American Cyanamid Co. at its office 511 Fifth Avenue,
city, county, and State of New York.

S. It is mutually understood and agreed that the lessee may, for the more
convenient performance and execution of any of the terms and provisions of
this lease required to be performed and executed by the lessee, organize or
cause to be organized one or more corporations (herein referred to as a " sub-
sidiary corporation"), under and by virtue of the laws of one of the United
States; provided that all of the authorized voting stock (other than any
directors' qualifying shares) of any such corporation shall be owned by the
lessee; and provided further, that the lessee shall, notwithstanding its forma-
tion and use of any such subsidiary corporation, continue fully responsible
for the performance or carrying out of all of the terms or provisions of this
lease. Any notice or demand properly given to or served on the lessee shall
be deemed to include notice to or demand upon any such subsidiary corporation.
T. The lessor covenants and agrees to acquire and construct with reason-

able promptness Cove Creek Dam, to be constructed upon the Cove Creek
site on the Clinch River located approximately 8 miles in a direct line north
of Clinton, unless the Congress of the United States shall within five years
from the date hereof declare that such construction thereof is not desirable
in the public interest.
The term " dam " as used in this article, is hereby defined to mean and be

deemed to include, except as otherwise expressly stated, all lands, water
Tights, dams, flumes, spillways, sluices, reservoirs, power houses, fixtures,
structures, facilities, generators, machinery, hydroelectric and operating ap-
pliances, apparatus, appurtenances, accessories and facilities, trackage, trans-
mission lines, telephone and telegraph lines, plants, buildings, erections, hous-
ings, poles, wires, easements, rights of way, riparian rights, locks and navi-
gation facilities, appurtenant thereto and/or owned, controlled, or acquired
for or in connection therewith.

Said Cove Creek Dam shall have a height of approximately 225 feet, a
power house and hydroelectric installations and equipment for the generation
,of at least 200,000 horsepower, and be of such dimensions and specifications,
.as determined by said chief of engineers, as will take full reasonable advan-
tage of the flow and fall of the Clinch River for the utilization of the water
power of said river to the best advantage thereof in view of other water-
power developments that may be located on said river and on the Tennessee
River.; and the said dam shall not be constructed in such a way as will ma-
terially impair or detract from the use and enjoyment by the lessee of the
other properties, or any of them, demised to it by this lease.

In case said Cove Creek Dam shall be so acquired and constructed by the
lessor during the term of this lease, the said dam, except its locks and navi-
gation facilities (if any), shall ipso facto, upon its completion, and without
any further conveyance or assignment, become and be a part of the properties
demised by this lease and, as such, subject to all the applicable terms and
provisions of this lease for and during the balance of the unexpired said term
of 50 years hereinabove mentioned and described, as fully and completely as
though specifically leased and demised by this lease; but netertheless the
lessor shall, from time to time, execute and deliver to the lessee any and all
such other or further instruments and assurances in the law for the better
granting, demising, and securing to the lessee the said dam which the lessee
or its counsel learned in the law shall reasonably advise and require.
In case said Cove Creek Dam shall become a part of the demised proper-

ties by virtue of the terms and provisions of this article, the lessee, in addi-
tion to the payments to be made by it under article A hereof, will pay to
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the lessor as rental therefor, from the time said dam shall be completed and
made available by the lessor to the lessee hereunder:
(a) A sum equal to interest at the rate of 4 per cent per annum upon the

total of all sums expended by the lessor upon the acquisition and construction
of said dam, less such amount of such expenditure as shall be determined by
agreement between said chief of engineers and the lessee, and in case they
can not agree, by proceedings in accordance with the provisions of article N
hereof, to be properly applicable to the cost of any navigation facilities ap-
purtenant thereto, as distinguished from power purposes of said dam;
(b) Annual amounts sufficient, if continued for 100 years, to amortize on a

basis of 4 per cent interest, compounded annually, the entire amount so ex-
pended by the lessor upon the acquisition and construction of said dam;
Provided that the total of the sums expended by the lessor upon the

acquisition and construction thereof shall, for the purpose of calculating

the payments to be made by the lessee by way of rental for said dam, be

deemed to be the sum actually so expended, but not exceeding $20,000,000

(exclusive of its locks and navigation facilities) and $5,000,000 for any locks

and navigation facilities appurtenant thereto, unless such amounts be in-
creased by mutual agreement between said Chief of Engineers and the lessee;
And (c) $50,000 annually, in installments quarterly in advance, for re-

pairs and maintenance of said dam and for operation of its locks, irrespec-

tive of the actual cost thereof.
In the event said Cove Creek Dam shall become a part of the demised

premises, as aforesaid, the lessee will, during the term of this lease, supply

to the lessor, free of all charge, electric power necessary for the operation

and lighting of its locks; the same to be delivered at any point on its lock

grounds designated by said Chief of Engineers.
The lessor covenants and agrees to acquire, by good and marketable title,

free from all defects and encumbrances, all such lands, rights, easements, and

servitudes as may be necessary for the construction, operation, and main-

tenance of said dam and to complete the construction thereof in good faith

and with reasonable diligence in accordance with said plans and specifications.

In case the Congress of the United States within said five-year period

shall elect not to acquire and construct said Cove Creek Dam as aforesaid,

the lessee may, within 90 days after a declaration to that effect, cause to be

filed with the Federal Power Commission an application for a preliminary,

permit to enable a subsidiary corporation, to be organized by the lessee under

the laws of one of the United States and empowered to engage in the business

of developing, generating, transmitting, and distributing electric power, to

secure the data and perform the acts required by section 9 of the Federal

water power act, with a view to acquiring and obtaining a license to con-

struct, operate, and maintain, in accordance with the terms and provisions

of said act, said Cove Creek Dam; and thereupon the said commission shall

tssue such a preliminary permit forthwith.
The said subsidiary corporation shall have a period of three years from

the date of such preliminary permit within which to make examinations

and surveys, prepare maps, plans, specifications, and estimates, for the acquisi-

tion, construction, operation, and maintenance of said Cove Creek Dam; and

during such period said subsidiary corporation shall have and enjoy priority

in applying for a license under the terms of said act to acquire, construct,

operate, and maintain said dam. If within said period of three years the

said subsidiary corporation shall elect to acquire and construct said dam, it

shall promptly apply for such a license under the terms of said act to con-

struct, operate, and maintain said dam, subject to the applicable State and

Federal laws. Thereupon, in accordance with plans and specifications ap-

proved by said Chief of Engineers and the Secretary of War and which shall

be well adapted to develop, conserve, and utilize in the public interest the

navigation and the water power development of such region, the said com-

mission shall issue to the said subsidiary corporation a license to acquire,

construct, operate, and maintain the said dam which shall confer upon said

subsidiary corporation all the rights and privileges of said act.
Anything in this lease to the contrary notwithstanding, the lessee shall not

be required to provide and place in operation a third unit for the production

of such concentrated fertilizer in accordance with the provisions of subdivision

(1) of Article F hereof until the lessor shall have completed the construction

of said Cove Creek Dam and the same shall have become a part of the de-
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mised premises, pursuant to the provisions of this article, or, three years
have elapsed after a license to construct, operate, and maintain said dam
shall have been granted, in accordance with the terms and provisions of this
article, to said subsidiary corporation.
U. The lessee will within 90 days after the date hereof cause to be organized

under the laws of one of the United States a subsidiary corporation, empowered
to engage in the business of developing, generating, transmitting, and distribut-
ing electric power, and will cause said subsidiary corporation to file within
90 days after its organization with the Federal Power Commission an appli-
cation for a preliminary permit to enable said subsidiary corporation to secure
the data and perform the acts required by section 9 of the Federal water
power act, with a view to acquiring and obtaining a license to construct, oper-
ate, and maintain, in accordance with the terms and provisions of said act,
except as herein otherwise provided, the following dams, to wit:

1. Senator Dam, to be constructed upon the Senator site on the Clinch River
above the mouth of the Emery River.

2. Melton Hill Dam, to be constructed upon the Melton Hill site on the
Clinch River, in Anderson and Knox Counties.
3. Clinton Dam, to be constructed upon the Clinton site on the Clinch River

near Clinton.
And thereupon the said commission shall issue such a preliminary permit

forthwith.
The said subsidiary corporation shall have a period of five years from the

date of such preliminary permit within which to make examinations and
surveys, prepare maps, plans, specifications, and estimates for the acquisition,
construction, operation, and maintenance of any one or more of said dams;
and during such period said subsidiary corporation shall have and enjoy pri-
ority in applying for a license under the terms of said act to acquire, construct,
operate, and maintain any one or more of said dams. If within said period
of five years the said subsidiary corporation shall elect to acquire and con-
struct any one or more of the said dams, it shall promptly apply for such a
license under the terms of said act to construct, operate, and maintain such
dam or dams subject to the applicable State and Federal laws. Thereupon
in accordance with plans and specification's approved by said Chief of
Engineers and the Secretary of War, and which shall be well adapted to
develop, conserve, and utilize in the public interest the navigation and the
'water-power development of such region, the said commission shall issue to
the said subsidiary corporation a license to acquire, construct, operate, and
maintain the dam or dams specified in said application, which shall confer
upon said subsidiary corporation all the rights and privileges of said act,
provided, however, that said subsidiary corporation shall not be required to
pay under and pursuant to the terms and provisions of subsection (f) of sec-
tion 10 of said act to the lessor any annual charges for interest, maintenance,
and depreciation on said Cove Creek Dam on account of the said subsidiary
corporation's use and operation as licensee under said act of any dam or
dams mentioned and described in this article.
V. In this indenture has intervened said American Cyanamid Co., which

pursuant to a resolution duly adopted by its board of directors on the  
day of  , 192—, a copy which, duly certified by its secretary under its
corporate seal, is hereto annexed hereby for itself, and its successors and
assigns waives the royalties hereinbefore described and guarantees the per-
formance by the lessee of all obligations placed upon said lessee by this lease.
In witness whereof the parties hereto and said American Cyanamid Co. have

caused their respective corporate names to be hereunder subscribed and their
respective corporate seals to be hereto affixed and attested by officers duly
authorized so to do.

UNITED STATES OF AMERICA.
[SEAL.] By   , Secretary of War.
Attest:

Am NITRATES CORPORATION,
[ SEAL.] By  , Its President.
Attest :
 , Its Secretary.

AMERICAN CYANAMID CO.,
[ SEAL.] By  , Its President.
Attest:

—, Its Secretary.



EXHIBIT M

WASHINGTON, D. C., April 26, 1926.
The Joint Committee on Muscle Shoals:
We beg to confirm that the proposal contained in the attached bill is the

proposal of the undersigned.
Yours very truly,

MUSCLE SHOALS POWER DISTRIBUTING Co.,
By THOS. W. MARTIN, President.

MUSCLE SHOALS FERTILIZER CO.,
By LEWI C. JONES, Vice President.

[H. R. -, Sixty-ninth Congress, first session]

A BILL To authorize and direct the Secretary of War to execute a lease with the Muscle
Shoals Fertilizer Company and the Muscle Shoals Power Distributing Company, and for
other purposes

Be it enacted by the Senate and House of Representative of the United States
of America in Congress assembled, That the Secretary of War is hereby author-
ized and directed, for and on behalf of the United States of America, to enter
into with the Muscle Shoals Fertilizer Company, a corporation organized and
existing under the laws of the State of Florida, and the Muscle Shoals Power
Distributing Company, a corporation organized and existing under the laws of
the State of Florida, a lease in accordance with the terms of the proposal sub-
mitted by such corporations to the Joint Committee on Muscle Shoals on
April 26, 1926, which proposal reads as follows:
"1. Tennessee Electric Power Company, Chattanooga, Tennessee; Memphis

Power and Light Company, Memphis, Tennessee; Mississippi Power Company,
Gulfport, Mississippi; Mississippi Power and Light Company, Jackson, Missis-
sippi; Mississippi Delta Power and Light Company, Greenville, Mississippi;
Alabama Power Company, Birmingham, Alabama; Gulf Power Company, Pen-
sacola, Florida; Kentucky Utilities Company, Louisville, Kentucky; Gulf
Electric Company, Mobile, Alabama; Georgia Railway and Power Company,
Atlanta, Georgia; Louisiana Power and Light Company, Monroe, Louisiana;
Arkansas Light and Power Company, Pine Bluff, Arkansas; and New Orleans
Public Service (Incorporated), New Orleans, Louisiana, have caused to be
organized Muscle Shoals Fertilizer Company, hereinafter called the fertilizer
company, and Muscle Shoals Power Distributing Company, hereinafter called
the power company, for the purpose of making this proposal to lease the nitrate
properties of the United States at Muscle Shoals, Alabama, and to operate
thereon plants for the production of nitrogen and other fertilizer ingredients;
and to lease and operate the electric power generating plants of the United
States at •Muscle Shoals, to provide power at Muscle Shoals for such use as the
Government may from time to time require for national defense and as may be
required for the production of fertilizer, and to sell surplus power from said
power plants to the public through power-distributing companies under regula-
tion of duly constituted public authorities in such a manner that the surplus
power shall be equitably distributed between the communities and States to
which it may be properly transported.
"The power company will provide $20,000,000 as needed for the construc-

tion and operation of the fertilizer plants and facilities and, in addition,
such amount as may be necessary for the development and extension of the
leased power plants, which we now estimate will be $40,000,000, or an approxi-
mate total of $60,000,000. The entire common stock of the fertilizer company
is owned by the power company, and the common stock of the power company
will be subscribed by or on behalf of the power companies above named,
engaged in public service, and the power company agrees that it will not,
unless Congress shall otherwise direct, dispose of the said shares of stock
of the fertilizer company, except for the purpose of legally qualifying directors
and officers.
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"2. The fertilizer company will lease for $1 per year and the considerations
hereinafter named, for a period of fifty years, nitrate plant Numbered 1 and
nitrate plant Numbered 2 at Muscle Shoals, Alabama, including all lands,
buildings, machinery, fixtures and equipment, tools and supplies belonging
thereto, and the Waco quarry, the railroad belonging thereto, its buildings
and equipment, with the right to make alterations and construct and install
plants and equipment thereon; the lease also to include the right, license,
and privilege to operate the leased premises and to dispose of the product and
to use any and all patents, processes, methods, formulm, and designs relating
to the production of fertilizer or fertilizer materials, the royalties to be paid
by the fertilizer company, but the use of which the United States has the
legal right to authorize.
"3. In the plants covered by said lease, or in such 'plant or plants as it

may construct on the leased premises or elsewhere, as the Secretary of War
and the Secretary of Agriculture shall approve, within the radius of the
economic transmission of the electric power of Muscle Shoals, the fertilizer
company agrees to construct and have ready for operation synthetic ammonia
plants to a capacity of twenty thousand tons of fixed nitrogen, together with
the necessary phosphoric acid plants to be operated in the manufacture of
fixed nitrogen, ammonium phosphate, other fertilizer ingredients, and con-
centrated and/or commercial fertilizers, mixed or unmixed and without or
without filler, as the farmer board directs, within six years from the date of
the lease, and will operate the same to full capacity as hereinafter provided.
In case the synthetic process should not produce economic fertilizer as deter-
mined by the farmer board and the Secretary of Agriculture after a reasonable
trial determined as aforesaid, lessee shall adopt as soon as practicable some
other commercially demonstrated, economic, available process that will produce
for sale the quantities set out in this section under the terms of this agreement.
"The first ten-thousand-ton unit of fixed nitrogen will be put in operation

within three years and the second ten-thousand-ton unit within three years
thereafter. After the above plants of twenty thousand tons capacity for the
fixation of nitrogen shall have been operated to full capacity for two successive
years, then the company will, in response to market demands as determined by
the farmer board, construct an additional until of ten thousand tons and will
operate the same to full capacity as hereinafter provided; likewise when the
plants of thirty thousand tons capacity above provided for have operated to
full capacity for two consecutive years, then the company will, in response to
market demand, construct an additional until of ten thousand tons, and will
operate the same to full capacity as hereinafter provided, making in total
plants capable of fixing annually forty thousand tons of nitrogen in the form
of a suitable concentrated fertilizer. The lessee agrees to use all power neces-
sary to accomplish said purpose. These plants will be operated in the manu-
facture of such fertilizer to meet market demands, as determined by the farmer
board, except that whenever fertilizer suitable for agricultural use containing
in excess of five thousand tons of nitrogen remains unsold in storage, the
obligation for further manufacture to be suspended until such stock is reduced
to below an amount of fertilizer containing five thousand tons of nitrogen.
Such suspension, to be effective, shall be approved by the farmer board and the
Secretary of Agriculture.
"With the view of extending the usefulness of the nitrate plants, nitrogen-

plant capacity in excess of forty thousand tons will be constructed from time
to time after request of the farmer board, when in the judgment of the board
of directors of the fertilizer company it is reasonably necessary to meet market
demands, having in view the power available from the leased plants and other
pertinent conditions.
"Authority shall be granted to the Secretary of War and the Secretary of

Agriculture jointly to grant to the power company a discount of 5 percentunt
or more, as in their judgment shall be appropriate, of the total annual rentals
payable under its lease in return for the construction and operation of the
plants for the manufacture of nitrogen to be used in fertilizer over and above
the forty thousand tons of nitrogen hereinbefore provided for.
"4. The fertilizer company shall have the preferred use of all power from the

leased power plants of the Government at Muscle Shoals for the production
of nitrogen and other fertilizer ingredients; and all surplus power shall be
sold with such reservations as will allow its gradual withdrawal and appli-
cation to fertilizer manufacture.
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"5. The fertilizer company will offer for sale the fertilizer so produced to
farmers, cooperative purchasing organizations of farmers, or associations of
farmers, and to others. The fertilizer company agrees that it will manufacture
and sell fertilizer at cost plus 8 per centum profit; cost to include all costs
entering into the operation and maintenance of the leased premises and fer-
tilizer plants, the manufacture, storage, sale, and distribution of fertilizer
and including power at cost to the power company, 6 per centum on capital
invested by the fertilizer company less depreciation, and 71/2 per centum depre-
ciation annually on the plants erected by the fertilizer company. Cost will be
ascertained annually by competent auditors and selling prices approved for
the following year based on the cost of the previous year.
"6. The Secretary of Agriculture from time to time shall appoint and

remove members of a board of five, to be known as the .Farmers Muscle Shoals
Fertilizer Board, to be composed of three representatives of farmers' organi-
zations or associations, such representatives to be persons actually engaged
in farming, a representative of the United States Department of Agriculture,
and a nominee of the fertilizer company, whose duty will be to prescribe
regulations, to be approved by the Secretary of Agriculture, for the sale and
territorial distribution of fertilizer products; to provide for an audit and
verification of the statements and the books of the fertilizer company of the
cost of fertilizer hereunder; to advise with the company as to the price to be
charged for fertilizer so as to limit the profit as herein provided and with
respect to the production necessary to meet the market demands for fertilizer
and such other duties as the lease provides. For such purpose said board
shall have access to the books and records of the company. The fertilizer
company shall offer for sale such amounts of fertilizer produced to coopera-
tive purchasing organizations or associations of farmers and other agencies and
farmers as the board may direct.
"7. The fertilizer company will agree to operate or maintain vitrate plant

numbered 2 during the term of the lease in its present state of readiness, or its
equivalent in respect of capacity for the manufacture of materials necessary
In time of war for the production of explosives, reasonable wear and tear,
accidents, explosions, and acts of God excepted; such obligation as to opera-
tion or maintenance to cease when, in the judgment of the Congress, other
plants are erected which have equivalent nitrogen capacity and which render
the further maintenance of said plant unnecessary. Any change, alteration,
or modification of plant numbered 2 shall be subject to the approval of the
Secretary of War.
"All property, material, or supplies (other than real estate or permanent

buildings) shall be stated by items in a joint inventory at the time the prop-
erty is transferred under the lease. Any such property which the lessee
may designate at any time as not usable or useful for its purposes may, in
the discretion of the Secretary of War, be disposed of as the Secretary shall
direct, the cash proceeds, if sold, to be paid to the United States.
"& The United States shall have the right, on five days' written notice to

the fertilizer company, to take over and operate in whole or in part all of
the plants, properties, facilities, and rights of the fertilizer company under
this lease, together with the personnel and operating organization of the fer-
tilizer company, on just terms, such terms to be within the spirit of this
entire contract, to be fixed by the Secretary of War, subject to review by the
courts, for the manufacture of materials necessary for the production of
explosives if and whenever the safety of the United States demands. During
such period the obligations of the fertilizer company under this lease shall be
suspended or modified proportionately, and at the termination thereof the
leased premises shall be returned to the fertilizer company in like condition as
when surrendered, ordinary wear and tear excepted.
"9. The power company will lease for a period of fifty years the power

project at Dam Numbered 2, including the hydroelectric and operating equip-
ment and appurtenances thereunto belonging, the spillway gates, transformers,
and substations (now installed or to be installed under existing appropria-
tions), the power transmission lines connecting the hydroelectric and steam
power plant at nitrate plant numbered 2 with the lines of the Alabama
Power Company, the steam power plant at nitrate plant numbered 2, and the
lands and buildings owned by the United States in connection with the hydro
and steam plant, except the locks and other navigation facilities and the high-
way over said dam and the approaches thereto; the lease period to begin
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when possession of the above-mentioned properties is given to the power com-
pany, ready for service capable of delivering one hundred thousand horse-
power from the hydroelectric plant.
"10. The power company, at its own expense, during the lease period will

make all necessary renewals and repairs incident to efficient maintenance of
the steam plant and of Dam Numbered 2 and Dam Numbered 3 if constructed
by the United States _under the terms of the lease, the spillway gates and
transformers and substations, substructures, superstructures, machinery, and
equipment appurtenant to. the power houses at Dam Numbered 2 and Dam
Numbered 3, and shall maintain the same in efficient operating condition as
required of licensees of the Federal Power Commission, except that repairs
.and maintenance of the locks and other navigation facilities and the highway
over the dams shall be made by and at the expense of the United States.
"The power company will insure and keep the said hydroelectric and steam

plants insured to their full insurable value in the manner and to the extent
It is customary to insure such plants of like kind, as may be approved by the
Secretary of War, all remuneration for loss or damage to be payable to the
United States and the power company as their interests may appear and ap-
plied to restoring the property injured; and upon the termination of the lease
to surrender the properties included in said lease in as good condition as
when received, reasonable wear and tear from use, loss or damage resulting
from inherent defects of design or construction; earth or rock movements and
Acts of God or the public enemy excepted. All insurance policies shall be
-subject to the approval of the Secretary of War. The cost of such insurance
haIl.be borne by the company.
"In the .event said plants should become inoperative for thirty days or

more through no fault of the power company, the rental payment for such
period shall be 'reduced in direct proportion to the reduction in generating ca-
pacity resulting from such interruption.
"11. In the interest of national defense, the production of nitrates and

other materials essential in time of war and to provide power for the produc-
tion of fertilizer, the power company will operate or cause to be operated,
the power plants leased in a manner to secure the greatest efficiency and
.maximum power output through interconnection with auxiliary storage, steam
reserve. and ,other power plants operated by interconnected power companies;
will deliver to the fertilizer company or to the United States in the event such
power is required for national defense, at Dam Numbered 2, or at the steam
plant, from the power plants leased hereunder, three-phase. alternating-cur-
rent. sixty-cycle power required for the production of nitrogen and other
fertilizer ingredients by it for such periods, at such reasonable voltage and
In such amounts as may be desired, the quantity of power to be delivered
not to exceed the total output of the leased plants; and all contracts or agree-
ments between the power company and others for the sale of power from the
leased plants shall contain a proviso that said power may be withdrawn on
reasonable notice at any time during the lease period if and when said power
Is needed for the manufacture of fertilizer.
"12. The power company will pay to the United States annually for the

.existing power properties leased as follows: $600,000 per year for the first six
years; $1,200,000 per year for the next six years; $1,500,000 per year for the
next six years; $2,000,000 per year for the remaining thirty-two years.
."And at the option of the United States, to he determined by the Secretary

of War and Secretary of Agriculture acting jointly the foregoing annual rentals.
,shall be reduced by 5 per centum in each year following any year in which the
ertilizer company sells fertilizer to the capacity of the nitrate plants, which

milder section 3 it agrees to construct and operate. Said reduction in rentals
tto be effective for a five-year period, renewable by the Secretary of War and
Secretary of Agriculture acting jointly for five-year periods.

-"In addition to the above payments, the power company will pay $20 per
ihorsepower-year for each additional horsepower of primary power in excess
of the present eighty thousand horsepower created at Dam Numbered 2 ny
headwater storage, such payments to be paid annually as the benefits accrue,
not :to exceed $1.200,000 per year.
"13. If the United States constructs Dam Numbered 3 and its hydroeleetrie

plant,Ithe power company shall on its completion lease for a period to terminate
\with the !lease of Dam Numbered 2 the hydroelectric and operating equipment
.and appurtenances thereto belonging, including the spillway gates, transform-
ers, and power-transmission lines, together with the lands and buildings owned
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.or acquired by the United States in connection with said Dam Numbered 3 and
:its hydroelectric plant, except the locks and other navigation facilities. The
.period of the lease of said Dam Numbered 3 shall begin when possession is
given to the power company of the above-mentioned properties, ready for
-service, capable of delivering eighty thousand horsepower.

"14. The power company will pay, as rental for the lease of Dam Numbered
3, 4 per centum annually of the total cost thereof, the rental not to exceed
$1,200,000 per annum, payable at the end of each year, except that for the first
three years of operation payments shall be made as follows: For the first year
during which eighty thousand horsepower is installed and made ready for
service, $500,000, or the proper proportion thereof if eighty thousand horse-
power is not ready for the whole of the first year; $750.000 at the end of each
of the two succeeding years; and thereafter increasing to the maximum rental.
"15. In addition to the above payments, the power company will pay $20

per horsepower-year for each additional horsepower of primary power in excess
of forty thousand horsepower created at Dam Numbered 3 by headwater
storage, such payments to be paid annually as the benefits accrue, not to exceed
$600,000 per year.
"16. The United States may install additional generating, transforming, and

switching equipment in the power plants at Dams Numbered 2 and 3 and the
steam plant at nitrate plant numbered 2, and such additions shall be included
under this lease and annual payments to the United States shall be increased
by an amount equal to 4 per centum on the cost of the additions: Provided,

That if the United States does not make such additions the power company

may do so at any time at its expense in accordance with plans and specifications

to be prepared by the power company and approved by the Secretary of War;

and in case such additional units are installed by the power company at Dam

Numbered 2 and at its expense it will pay to the United States $10.000 per year

on each unit installed by it in Dam Numbered 2; and similarly in case addi-

tional units are installed by the company at Dam Numbered 3 at its expense,

it will pay to the United States $10,000 per year on each unit so installed

of like capacity to those installed in Dam Numbered 2 or in the event the units

installed in Dam Numbered 3 are of different capacity than those installed in

Dam Numbered 2, then the payment shall be adjusted proportionately. The

power company shall also have the right to erect, operate, and maintain addi-

tional power lines, substations, and other facilities on lands of the United

States necessary for the efficient operation of the power plants and for the

transmission of power therefrom.
"17. Operation of the power plants at Dam Numbered 2 and Dam Num-

bered 3, in so far as they affect navigation, and of the locks and other naviga-

tion facilities, to be at all times controlled by such reasonable rules and regula-

tions in the interest of navigation and the production of power, including

the control of the level of the pool caused by said dam, as may be made from

time to time by the Secretary of War.
"The power company shall furnish free of charge necessary power and

light for operation of the locks and other navigation facilities at Dam Num-

bered 2 and Dam Numbered 3 and for such lighting facilities as the United

States may maintain for the highways over the dams and approaches thereto.

"18. At the end of the lease period, the additional power generating units

and other improvements or additions made by the power company shall be

taken over by the United States under the terms provided for the recapture

of similar facilities under the Federal water power act; all fertilizer plants

and buildings and additions to buildings erected on the lands of the United

States to revert to the tnited States crn the termination of the lease without

,compensation.
"19. The power company shall agree that during the period of the lease

the officers and directors of the company shall, at all times, be citizens of the

United States, and that it will not be owned or controlled by persons who

are not citizens of the United States of America.
20. Whenever the safety of the United States demands, the United States

shall have the right, in accordance with the Federal water power act, to

take over and operate the projects covered by the lease for any purpose

involving the safety of the United States, for such length of time as may

. appear to the President necessary for such purposes.

"21. The fertilizer company will establish a research and laboratory bureau

in connection with its fertilizer operations for the study of methods and
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processes of producing fertilizer materials and cooperate in such work with
State and Federal agencies; from time to time reasonably employ improvedmethods and processes in its operations; and will agree to take out patentsand dedicate to public use such methods, processes, and patents as it maydevelop in the production of nitrogen or other fertilizer ingredients or com-pounds without compensation.
"22. The power company will abide by such reasonable regulation of theservice to be rendered to customers or consumers of power, and of the rates

and charges in payment therefor, as may from time to time be prescribed by
any duly constituted agency of the State in which the service is rendered or
the rate charged and in case of development, transmission, distribution, sale,or use of power in public service by the power company or its customersengaged in public service within a State which has not authorized and empow-
ered a commission or other agency or agencies within said State to regulateand control the service to be rendered by the power company, or by its custo-mers engaged in public service, or the rates of payment therefor, or theamount or character of securities to be issued by any of said parties, thepower company agrees that as a condition of this lease, jurisdiction be con-ferred upon the Federal Power Commission, upon complaint of any personaggrieved or upon its own initiative, to exercise such regulation and controluntil such time as the State shall have provided a commission or other author-ity for such regulation and control, provided that the jurisdiction of theFederal Power Commission shall cease and determine as to each specific mat-ter of regulation and control prescribed in this section as soon as the Stateshall have provided a commission or other authority for the regulation andcontrol of that specific matter.
"23. The power company to also agree that when said power or any partthereof shall enter into interstate or foreign commerce, the rates chargedand the service rendered by the power company or by any subsidiary corpo-ration, the stock of which is owned or controlled directly or indirectly bythe power company, or by any person, corporation, or association purchasingpower from the power company for sale and distribution or use in publicservice, shall be reasonable, nondiscriminatory, and just to the customer; andwhenever any of the States directly concerned have not provided a commissionor other authority to enforce the requirements of this section within such Stateor to regulate and control the amount and character of securities to be issuedby any of such parties, or such States are unable to agree through their prop-erly constituted authorities on the services to be rendered or on the rates orcharges of payment therefor, or on the amount or character of securities to beissued by any of said parties, that jurisdiction be conferred upon the FederalPower Commission, upon complaint of any person aggrieved, upon the requestof any State concerned, or upon its own initiative, to enforce the provisionsof this section, to regulate and control so much of the services rendered, andof the rates and charges of payment therefor as constitute interstate or for-eign commerce, and to regulate the issuance of securities by the parties in-cluded within this section, and securities issued by the lessee subject to suchregulations shall be allowed only for the bona fide purpose of financing andconducting the business of the lessees.
"24. In addition to any other remedies that may be possesed by the UnitedStates, the power company and the fertilizer company agree that the respectiveleases shall contain provisions to the effect that the Attorney General mayon request of the Secretary of War or of the Secretary of Agriculture insti-tute proceedings as provided in the Federal water poper act for the purposeof remedying or correcting by injunction, mandamus, or other process any actof commission or omission in violation of any of the terms of the lease or anyprovisions of the Federal water power act applicable thereto or of any lawfulregulation or order promulgated thereunder, and that in case of the failure ofthe lessee to comply with any final decree entered in any such proceeding

the Attorney General may on request of the Secretary of War or of theSecretary of Agriculture institute proceedings as provided in said Federalwater power act for the purpose of revoking the lease. Any decision or deter-mination by said farmer board may be reviewed in an action in equity in theDistrict Court of the United States for the Northern District of Alabama.
"25. Whenever the farmer board and Secretary of Agriculture are of theopinion that the fertilizer company is in default in the matter of producing

fertilizer they shall communicate their opinion to the fertilizer company, and if
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the fertilizer company, in the opinion of the farmer board and Secretary of
Agriculture, has not remedied such default upon the expiration of a reasonable
period thereafter the farmer board and Secretary of Agriculture may com-
municate such opinion to the Attorney General. Upon the receipt of such
communication the Attorney General shall institute proceedings for the purpose
of remedying or correcting such default. If the fertilizer company has not

complied with any decree entered in any such proceeding within six months

after the date on which such decree has become final, the power company

shall at the option of the United States as declared by the Secretary of War,

be held to have defaulted under its lease. In the event of the termination

of the power company's lease for any default under its lease, or under the

provisions of this section, the United States shall reimburse the power com-

pany for the net investment of the power company on the leased property, not

exceeding the fair value of its properties.
"26. The power company shall in the interest of public health comply with

such reasonable rules and regulations as the State Board of Health of

Alabama may from time to time prescribe governing impounded waters.

"27. Housing facilities suitable for the operators of locks, and navigation

facilities excluded from this lease, shall be selected by the Secretary of War

at the beginning of this lease and such housing facilities shall also be ex-

cluded from this lease.
"28. The lease shall be made in favor of the fertilizer company and power

company, their successors and assigns, any assignment or transfer of the lease,

or of the leased premises, to be subject to such approval as the Congress may

by legislation provide.
"MUSCLE SHOALS POWER DISTRIBUTING COMPANY,

"By THOMAS W. MARTIN, President.
"MUSCLE SHOALS FERTILIZER COMPANY,

"By LEWIS C. JONES, Vice President."

SEC. 2. (a) Any proceeding instituted under the provisions of the lease

which incorporate the terms of sections 24 and 25 of the proposal, set forth in

section 1 of this Act, may be brought in the United States District Court

for the Northern District of Alabama.
(b) The Federal Power Commission is hereby authorized to exercise such

jurisdiction and power and to perform such functions as may be necessary

to carry out the provisions of such lease.
(c) The Secretary of War, the Secretary of Agriculture, and the Attorney

General are hereby authorized and directed to perform such functions as may

be necessary to carry out the provisions of such lease.

SEC. 3. Before executing the lease described in section 1 the Secretary of

War shall be satisfied that the power company and/or the fertilizer company

have made due financial provisions for the performance of the obligations of

said lease.
SEC. 4. This act may be cited as the "Muscle Shoals act of 1926."



EXHIBIT N

[Telegram]

BIRMINGHAM, ALA., April 24, 1926.
Wm. E. MURRAY,

Clerk Joint Committee Muscle Shoals,
Washington, D. C.:

Our bid on Muscle Shoals for period of 100 years lease on million dollars
year. Production of nitrate to be made according to specifications and re-
quirements of United States Government.

FORD
(Through Birmingham Real Estate & Developing Co.).
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EXHIBIT 0

The proposal from the associated power companies upon which the advisoryboard's report dated April 23, 1926, was based, was modified on April 24, 1926,so as to produce the following results:
A. For Dam No. 2 and no other construction:

From rentals 
Additional payments 

$83, 800,
4,500,

000
000

Total 88,300,000

B. For Dams Nos. 2 and 3 and no other construction:
From rentals-

Dam 2 83,800,000
Dam 3 52,400,000

Additional payments 12,608,000

Total 148,808,000From this total deduct cost of-
Dam No. 3  $32, 500, 000
Additional installation  6, 960, 000

39,460,000

Net total 109,348,000

C. For Dam No. 2 alone with headwater storage developed by
private interests:

From rentals 83,800,000
Additional payments on-

Installation 4,500,000
Increased primary horsepower 48,000,000

Total 136,300,000

D. For Dam Nos. 2 and 3 with headwater storage developed by
private interests:

From rentals-
Dam No. 2 83800,000
Dam No. 3 52,400,000

Additional payments on-
Installation 12,608,000
Increased primary horsepower 72,000,000

Total 220,808,000
From this total deduct cost of-

Dam No. 3 $32, 500. 000
Additional installation  6, 960, 000

39,460,000

Net total  181,348,000
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69TH CONGRESS SENATE REPT. 672
1st Session j Part 2

MUSCLE SHOALS

APRIL 29 (calendar day, APRIL 30), 1926.—Ordered to be printed ,

Mr. DENEEN submitted the following

MINORITY VIEWS OF MR. JAMES
(A member of the Joint Committee on Muscle Shoals)

[To accompany S. 4106]

In view of our instructions to recommend no lease or leases
"which did not guarantee and safeguard the production of nitrates
and other fertilizer ingredients," I can not agree to sign the majority
report and recommend that we should turn over our valuable prop-
erties at Muscle Shoals to the Alabama Power Co. and their asso-
ciates on the theory that this is the way to secure the largest and
surest production of cheaper fertilizers for the American farmer.
Any man who boasts that he is for the man "behind the plow"

certainly can not vote for this monstrosity of a proposal made by
the Alabama Power Co. and its associates. Their offer is a power
proposition 'disguised as a fertilizer proposal, and the disguise is so
apparent that I can see no excuse why any Member of Congress
should be deceived for a moment. There is no guarantee that the
farmer will get one pound of fertilizer. On the contrary, the offer
is cleverly worded to avoid that responsibility.
Any man who says he is a friend of the "horny-handed son of

toil" and wants to see "the one-gallus farmer" get cheaper fer-
tilizer, will decline to support this outrageous proposal of the power
companies. If under this offer they should manufacture a pound of
fertilizer, it would be certain to be sold at a high price.
The power companies want to pass the bill which the majority

has approved, but a legislative plan of doing nothing at all will suit
them even better, for they now have our power—they control both
our steam-power plant and our hydroelectric plant. They are get-
ting our power right now at far less than cost and they do not even
have to make a pretense of experimenting with fertilizers as they
would have to do if the majority's bill passes. They are better off
right now than they could possibly be under any bill that they could
pass—so why should they worry about passing any bill?
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We who have had dealings with the Alabama Power Co. and their
allies in past years have seen them submit cleverly worded pro-
posals before—plausible propositions for the manufacture of fer-
tilizer which would not stand the acid test of investigation, but this
last proposal of theirs is the worst of them all. If they believe that
there is any chance of this offer passing Congress, they must agree
with Barnum that "one is born every minute."
I have heard of "grapevine diplomacy," but never knew how

effective it was until I served as a member of this Joint Committee
on Muscle Shoals. I had heard about "mental telepathy" but never
realized to how high an art it might be developed until I attended
the sessions of our joint committee. It would appear that the offi-
cials of the power companies had developed the art to an uncanny
degree.
No matter how secret matters were supposed to be kept, "mental

telepathy" or "a little bird" or something else seemed to convey
the idea to the power companies, so that they always seemed to
know just what to do and when to do it. If the advisory board on
a certain day had decided to report to us that a certain flaw had been
found in the power companies' bid, "mental telepathy" conveyed
the idea to the power companies so that they always had the neces-
sary changes sent in (correcting such flaws) even before the ad-
visory board had been able to place the proposed changes before us.
In buying powder, would the United States give a 50-year con-

tract to a company that had never manufactured a pound of
powder? Would the United States give a 50-year contract to a com-
pany that had not only never manufactured a pound of powder, but
in addition intended to use a process that was not in successful
operation for the manufacture of powder anywhere in the United
States? Would we have let a contract to the Chicago meat packers
for building Old Hickory Powder Plant? I think not.
Would our officers be simple-minded enough to believe that they

had a contract to furnish powder for 50 years if the agreement was
merely to experiment with a new process and to stop the manufac-
ture if the process was not " economic " and then wait until they
could find some "commercially demonstrated" process for powder
making which, in their judgment, was " economic " and " available "
for the purpose? If powder-making processes were plentiful such a
proposal would be bad enough, but if the United States had recently
lost $13,500,000 in trying to make powder at nitrate plant No. 1 by a
process similar to that which this same bidder proposed to use,
would we give them a 50-year contract for such a process? What
would we say to an ordnance officer who would lease property that
has cost us $150,000,000 under such a proposal as that? Would we
recommend that he should do it? No not even Andy Gump would
advocate that.

Reputations by the score were sunk in the oil of the Teapot Dome
scandal. Let us hope that history will not repeat itself and that
other reputations will not be lost in the waters of Muscle Shoals.

"WAYS THAT ARE DARK AND TRICKS THAT ARE VAIN"

Who is this Alabama Power Co., and what is its record in its
dealings with Congress and the United States? As Mr. Martin B.
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Madden, chairman of our Committee on Appropriations, so appro-
priately stated on the floor of the House on March 6, 1924, regarding
a former proposal of this company:
Let us find out who these men are that have made the proposal. Are they

worthy of any sort of reasonable consideration? Were they in earnest? Have
they the ability? Have they the integrity? Have they the patriotism? Have
they been loyal throughout the years in the development of the problems of
the Nation, so that when Congress comes to decide in whom they shall put their
faith it can do so with a knowledge of all the facts? It is necessary to inquire
most carefully into the bidders, their integrity as to whether they are worthy
to be intrusted with Government property at Muscle Shoals involving the
national safety of the country in time of war and the manufacture of a cheaper
supply of fertilizer for farmers in time of peace.

When, as a member of the Committee on Military Affairs, I began
the study of this subject in 1916, it was without the remotest pre-
judice against the Alabama Power Co. or any of their associates.
I do not come from their section, and their fortunes one way or the
other mean nothing to me, but I would have been inexcusably blind
if I did not recognize the constantly increasing evidence all pointing
to the fact that for the last 10 years the Alabama Power Co., under
the leadership of Thomas W. Martin, have played the part of a
galag of cheap tricksters in their dealings with the United States.
A; Mr. Madden stated:
We find the Alabama Power Co. repudiated by its neighbors, the people of

Alabama, and condemned by the records of the Congress and by the Depart-
ment of Justice, and if these indictments of the integrity of the Alabama Power
Co. are unjust, why do we not find at least one man rising and defending the
Alabama Power Co.? Is anybody here willing to do that? If not, I shall
pass on.

In the 435 Members of the House of Representatives there was not
a man who would rise in his place to defend the ignominious record
of the Alabama Power Co.
On one hand, they have continuously sought private gain at the

expense of the Government, while on the other hand they have.
fought untiringly and with every cunning weapon which large capi-
tal could devise to prevent the Congress of the United States from
carrying out the peace-time purpose of Muscle Shoals and from
building up a great fertilizer industry that would be of lasting bene-
fit to our farmers.

THE WAR-TIME RECORD OF THE ALABAMA POWER CO.

When the United States was obliged to have power for its nitrate
operations during the war, it was this Alabama Power Co. which, in
the guise of patriotism, came forward with a proposal that the Gov-
ernment should double the size of the steam power plant which the
company had on the Warrior River. They proposed that this new
plant should be built at the expense of the United States, to be paid
for out of earnings of the power. This arrangement, however, was
not followed, but the contract negotiations dragged along for months
and were finally brought to a sudden conclusion on the day of the
false report of the signing of the armistice. The contract was de-
nounced before our Committee on Military Affairs by the Attorney
General, with the statement that—
No one can carefully analyze the long and rather complex contract made with

this company without being impressed with the harsh and even drastic provi-
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sions which it imposed on the Government. When its intricate provisions are
closely scrutinized and their full significance realized, it becomes at once appar-
ent that the company lost no opportunity of turning to its own advantage every
possible change of circumstance.

In an address which I made to the House on February 22, 1922, I
referred to a discussion of this contract—a contract which Mr. John
F. Miller, of Washington, a member of our committee, denounced in
the presence of Mr. Martin, declaring to him plainly that it was "the
most unconscionable contract I ever saw signed by people." And,
like many others, I agreed with Mr. Miller when he said to Mr.
Martin:
I am forced to believe that you took advantage of the Government in its

extremity of war.

POWER COMPANY " COOPERATION " AT THE WILSON DAM

-When work on the Wilson Dam had come to an end for lack of
funds did the Alabama Power Co. come forward with any proposal
to relieve the Government from its embarrassment? It did not.
Neither did it meet the request of General Beach, then Chief of En-
gineers, when he requested bids for the property. Instead, in the
words of Mr. Madden:
This company made an evasive reply, and, in the light of subsequent events

and subsequent proposals made by the Alabama Power Co., the reply of the
Alabama Power Co. to the Chief of Engineers in 1921 was one of duplicity and
deception.

The Tennessee Electric Power Co., the Memphis Power 86 Light
Co., and the Georgia Railway & Power Co., are among the companies
to whom my colleagues on the joint committee would now turn over
the Muscle Shoals properties, but when these companies were asked
for a proposal they declared, as Mr. Madden so truly stated:
From a strictly business and commercial standpoint, and considering the

cost of production of power at Muscle Shoals, private capital could not afford
to undertake the Muscle Shoals water-power development nor make invest-
ments to use its output.

And they further declared that the United States could not afford
to invest additional public money to build the dam and hydroelectric
plant at Muscle Shoals, on the Tennessee River.
So (continued Mr. Madden) there they were trying to persuade the public

functionaries of the country that it was even unwise for the Government itself
to invest and under no circumstances could private capital hope to succeed,
yet this very same Tennessee Electric Power Co. which signed these statements
in 1921, on January 15, 1924, signs a proposal for this very power at Muscle
Shoals, offering to pay, as they claim, $2,000,000 annually for this power. With
this rcord, can this company, the Tennessee Electric Power Co., be intrusted
with the people's property at Muscle Shoals?

Even after Mr. Ford's bid had come in on July 8, 1921, there was
no sign of interest on the part of these power companies until after
the Secretary of War had sent Mr. Ford's offer to Congress, and its
contents were made public. Then, with their competitor's bid avail-
able, they rushed in at the eleventh hour and within a few days before
the Committee on Military Affairs had completed its work, they
presented a competitive offer.
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USING THAT CONVENIENT WATER POWER ACT

It is true that in this offer they agreed to complete Dam No. 2, but
they proposed to do this under the terms of the Federal water power
act, which meant that we were donating to them the $17,000,000
which we had spent on our dam, and then, at the end of 50 years,
we would have found that if we wanted to get our dam back from
the Alabama Power Co. we could have done so only by paying for
it out of the Federal Treasury. Their offer under the power act
meant, so far as the dam was concerned, that we solve the power
problem at Muscle Shoals by giving away our dam. One of the
characteristic jokers which we discovered in this offer was their
proposal to purchase our steam power plant at nitrate plant No. 2
for $5,000,000. It turned out, however, that the real amount
offered was one-tenth of that amount, or $500,000, for they deducted
from their payment for the steam power plant, the cost of the locks,
a matter of $4,500,000.
As for fertilizer manufacture, with all its risks, the Alabama

Power Co., with their characteristic legal shrewdness, carefully kept
clear from this obligation and proposed no plan for operating the
nitrate plant. On the contrary, their president told us plainly that
they declined to get under that burden.

TRYING TO TAKE ADVANTAGE OF NONTECHNICAL CONGRESSMEN

is true that they proposed to donate 100,000 " second " horse-
power to the Government to be used for the operation of nitrate
plant No. 2, if the Government could find anyone who would under-
take to use it for that purpose. Never in my experience have I seen
a cheaper or more disgusting attempt to fool the public, and particu-
larly the farmers, than this brazen provision in the offer of the Ala-
bama Power Co.
" Second " power is always called " secondary " power (except to

Congressmen), and is simply that intermittent power that is fur-
nished by occasional high-water periods scattered through the year.
It is power that is irregular and unreliable, and four of the large
southeastern power companies in a letter to the Chief of Engineers
declared that even when it was available for as much as 10 months
out of the year, it has little or no commercial value.
Even if the great nitrate plant could have been run on such an

irregular power supply, the so-called " donation " of that power was
a mere subterfuge on the part of the Alabama Power Co., for the
cost of that power would have been merely an inseparable part of
the general operating expenses of the comilany which are passed
along to the consumers, and the donation would be made, not by
the Alabama Power Co. but by their customers.
This foxy company knew that no offer which ignored the fer-

tilizer responsibilities at Muscle Shoals would be considered by our
Committee on Military Affairs, so they resorted to this cheap trick,
hoping, I suppose, that since committees of Congress are not techni-

cal experts, they might put one over on us. But they did not fool

our members. Every important provision was soon measured at its

true value and when the Committee on Military Affairs realized

how the Alabama Power Co. was evading responsibility in this
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plausible way, the committee set them down as a lot of cheap trick-
sters and consigned their unworthy offer to the wastebasket.
Meanwhile the Ford offer had had the effect of establishing the

value of the project in the minds of Congress and the work was con-
tinued on Dam No. 2. The majority report of the committee favored
the acceptance of the Ford offer, but Congress adjourned March 3,
1923, without consideration of Muscle Shoals legislation.

MORE EVASION IN 1924

About a month after the opening of the Sixty-eighth Congress,
when the Military Affairs Committee was again considering Muscle
Shoals proposals, and Mr. Ford had informed the committee that his
previous offer still held good, the Alabama Power Co. and the Ten-
nessee Electric Power Co. and associates appeared on January 15,
1924, with a new proposition, offering more money to the Govern-
ment and dismissing the fertilizer feature with respect to the power
from Dam No. 2 by offering to furnish 60,000 horsepower at cost
to anyone who would use it solely in the manufacture of fertilizers:
Finding that their attempted evasion of the Muscle Shoals policy

of the United States, as stated in section 124 of the national defense
act of 1916, was not getting them anywhere, they came back nine
days later with a fertilizer proposition, in which they had carefully
separated fertilizer responsibility from power assets by organizing
a subsidiary corporation which agreed to build a plant for the pro-
duction of fertilizers containing 5,000 tons of nitrogen and to oper-
ate it as soon as possible after power was available from Dam No. 2.
Then they agreed to go on and produce fertilizers containing 50,000
tons of fixed nitrogen annually "as rapidly as there may be a com-
mercial demand therefor" at the price provided in the contract (cost
of manufacture and sale plus 8 per cent), but definitely stated that
the fertilizer subsidiary's obligations would be satisfied by the manu-
facture of ammonium sulphate—a material which would not rpduce
the cost of fertilizers to the farmers. Furthermore, there was no
obligation to operate either of the nitrate plants and their fertilizer
requirements could have been fulfilled merely by erecting a by-
product coke-oven plant at Muscle Shoals. As for the only commer-
cial nitrate plant that we have, nitrate plant No. 2, they proposed to
maintain that in idleness, not at their own expense but at the expense
of the Government or, as an alternative, at the expense of the farm-
ers, by charging the cost of its idle maintenance into the cost of
fertilizers.
The power companies did not guarantee a performance of the

fertilizer company's obligations, but distinctly stated that—
The undersigned (power companies) may, in discharge of their obligation

hereunder, organize a corporation with the right and capital provided for
above and cause it to contract with the United States to carry out the terms
of this offer.

The capital of the company was to have been only $5,000,000, and
it was not provided that it was to be paid in in cash.
On January 28, 1924, there was introduced a bill (H. R. 6300,

68th Cong., 1st sess.) for the acceptance of this offer, but finding
within a few days that the committee was unwilling to give serious
consideration to this deliberate avoidance of fertilizer responsibility,



MUSCLE SHOALS 7

they prepared another offer—their third attempt—which was intro-
duced in the form of a bill on February 8, 1924 (H. R. 6781, 6Sth
Cong., 1st sess.). This bill was the same in its fertilizer particulars
as the former one. It was capable of being satisfied by the manu-
facture of ammonium sulphate, a fertilizer product which the United
States exports because American farmers prefer nitrate of soda.
The capital stock of the company was not to be less than $15,-

000,000 It was to be a single company for the lease of the power
and the manufacture of fertilizer, but there was no obligation to
invest any definite amount of money. The Sixty-eighth Congress
recessed on June 7, 1924, without a vote.
As Mr. Madden so well stated:
The power offer and the so-called fertilizer offer of these three companies

clearly show in the record that what these companies want to get at Muscle
Shoals is the power at Muscle Shoals, and they made an offer only in order
to get this power. They look upon Muscle Shoals simply as a power proposition,
and all they seek at Muscle Shoals is the power that is available there.

That is the identical situation to-day.

"GREEKS BEARING GIFTS"

These bidders have shown by their actions that they are interested
in avoiding fertilizer responsibilities just as far as they can possibly
do so, and when, like Greeks bearing gifts, they come here offering
a price for the power that is greater than a reasonable return to the
Government—a price which would have the effect of deliberately
making their fertilizers less saleable and deliberately releasing more
power for their own purposes, I fear them, for I have no confidence
in their good faith.
A power company which deliberately will write to the United

States and tell them that they can not reasonably expect a fair re-
turn on their investment in the Muscle Shoals Dam and that there-
fore the United States had better not complete it, and then, five years
later, stultify themselves by offering a rental of about $2,500,000 a
year on that same dam, is not the kind of a party that can be de-
pended upon to play fair with the farmers in working out the prob-
lems of cheaper and better fertilizers.

After this series of efforts to obtain the Muscle Shoals power and
at the same time to dodge the fertilizer responsibilities, we now find
the power companies, having made three successive offers to our joint
committee, finally proposing to organize separate fertilizer and power
companies along the lines which failed in 1924.

DEFYING THE WILL OF THE HOUSE

If there was one condition of our proposed lease which was well
understood when the House passed House Concurrent Resolution
4, it was the fact that separate leases for the power and fertilizer
were not to be considered. As Mr. Bertrand H. Snell, of New York,
chairman of the Rules Committee, who introduced the resolution,
stated in the House on March 11, 1926:

We wanted as far as possible to carry out the intent and purpose of the

House, as has been shown every time this proposition has been considered.

We have desired to dedicate this property primarily to the manufacture of
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nitrates and we were afraid if we allowed "or leases" to stand without any
modifications, then there might be a possibility of dividing this up into two
leases, one a power lease, and one a nitrate lease, and through various cir-
cumstances and conditions that happen after a time, the result would be that
they would not be manufacturing any nitrates at Muscle Shoals but develop-
ing entirely a power proposition.

The majority report of the joint committee shows that the fears
of Mr. Snell were indeed well founded.
Mr. Finis J. Garrett, of Tennessee, minority leader in the debate

on March 11, stated:
The amendment which gave some of us most concern was where they

inserted after the word "lease the words "or leases," so that the resolution
was made to read "the committee is authorized and directed to conduct nego-
tiations for a lease or leases." Now, of course, that may not be a well-founded
cause of apprehension, but the point that caused apprehension was that it
might enable bids to be made on separate parts and the water-power trust
might get in such a showing upon a bid for power alone as to embarrass, if
not defeat, the fertilizer end of this proposition, which I trust you gentlemen
will bear in mind, was one of the things set up in the organic act, the national
defense act of 1916, as the purpose for which this plant was being constructed.

Mr. Garrett foresaw the danger of exactly such a proposal as that
indorsed by the majority report.
Mr. Garrett was followed by Mr. Madden, who stated:

When the Senate amendments and resolution came back three or four men
here who had been more or less active in the promotion of this legislation
because of their interest in the prosperity of agriculture believed that to adopt
the Senate amendments would leave a question of doubt as to whether it was
a water-power proposition or a fertilizer proposition, and so these men sug-
gested an amendment to the Senate amendment which clarifies the situation
and definitely, beyond any doubt whatever, if you adopt the proposal now
contained in the resolution it will commit the operation of Muscle Shoals and
the manufacture of nitrates and fertilizer; that is all there is to it.

But the majority of the joint committee have yielded to the wishes
of the power companies and have repudiated the stand taken by
Mr. Madden and the House, for, following Mr. Madden's remarks,
the House passed the amendment providing that—
No lease or leases shall be recommended which do not guarantee and safe-

guard the production of nitrates and other fertilizer ingredients, mixed or
unmixed, primarily, as hereinafter provided.

THE AMAZING ASSURANCE OF OUR ADVISORY BOARD

In spite of this plain mandate of the House, the advisory board
from the Departments of War, Interior, Agriculture, and Commerce,
with amazing assurance, drew up some suggestions for the guidance
of the joint committee in negotiating a lease that were exactly con-
trary to the provisions of the resolution and its meaning as explained
by these distinguished Members of the House of Representatives.
One of their suggestions was that we say to all bidders:

Bids will be received for a lease of all of these properties in a single lease
or a lease of the nitrate properties and the power properties separately.

Nobody was interested in leasing the nitrate properties and the
power properties separately except the power companies, and
throughout our negotiations the attitude of these departmental ad-
visers who were wished on our joint committee was clearly in
favor of the power companies, in spite of the fact that their offer
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is a mere hollow pretense of a fertilizer proposal and one which, if
accepted, would repeal section 124 of the national defense act of
1916.
Perhaps I am wrong in stating that the advisory board made the

suggestion which I have quoted above. It may be that some one,
somewhere, some place, suggested the above to the advisory board
and they only followed instructions. If so, I apologize to the ad-
visory board.
This somebody may have been the same friend of the power com-

panies who suggested "lease or leases" in the first place, since the
ideas are similar enough to have come from the same source.

INDIGNATION OF THE FARMERS' REPRESENTATIVES

The attitude of the Alabama Power Co. and its associates in pre-
senting their proposals to the joint committee was severely criti-
cized by the representatives of the American Farm Bureau Federa-
tion. Mr. Chester H. Gray, the Washington representative of that
organization, and Mr. R. F. Bower, its fertilizer expert (who was also.
a member of the Muscle Shoals inquiry, appointed by President
Coolidge last year), condemned the whole procedure of the Alabama
Power Co. and its associates in no uncertain terms. Mr. Bower said:

Some people may say that we have gone pretty far to even raise the ques-

tion of good faith. Mr. Chairman, when I hold in one hand the proposal of

the Alabama Power Co. made to this committee on April 10, and in the other

hand the proposal they make after seeing the Cyanamid Co.'s offer, because

they provided in this April 22 offer things that were by no means included or

even thought of in their offer of April 10—they come forward here and put

In an offer such as this last one of April 22—I know that one of these offers

was made to this committee in bad faith. There is no other interpretation

that could be placed upon it. Now, they secured in some way, Mr. Chairman, a
copy of their opponent's bid, they proceeded to duplicate it item by item, and

attempted to "raise the ante." I do not know how you consider the ethics

of business before a committee of this character. I appreciate it is not busi-

ness. If big business would advertise for bids and let a thing like that hap-

pen, Mr. Chairman, they would never get bids on a second request for bids

from anyone.

"NATIONAL DEFENSE" A HOLLOW MOCKERY

Not only is this proposal a deception with respect to fertilizer
manufacture, but as a means of subserving the national defense it
is a hollow mockery. In spite of the unsolicited recommendation
favoring this offer volunteered by our advisory board, I find that the

power companies do not agree to operate nitrate plant No. 2, but

would permit it to stand there in idleness until it is so obsolete as to

be useless, although it has been testified by an expert of the Ordnance

Department that "this plant will fix enough nitrogen to supply 12

divisions fighting in . accordance with the organization in existence

at the time of the armistice." As Maj. J. H. Burns, former chief

of the nitrate division of the Ordnance Department, stated:

When our Army was engaged in the Meuse-Argonne offensive the maxim
um

number of divisions available in the American Army was 30. So No.
 2 plant

would have been capable of fixing over one-third of the nitrog
en required

by a force equal to the maximum military effort that Am
erica was able to

put forth in the World War. (Senate hearing, 1922, p. 60.)

But the power companies do not assume the obligation to keep

this plant up to date by operating it, for when I asked Mr. Martin
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whether he would write his lease to read "the fertilizer company
will agree to operate nitrate plant numbered 2," he replied, "No,
sir; I do not think we can agree to that."
In the place of this plant they propose to substitute a synthetic

plant (both the Haber and Casale processes are synthetic plants
employing apparatus of a similar description), and their president,
Mr. Thomas W. Martin, testified before our committee in 1922 that
to build apparatus for a synthetic nitrogen fixation plant is as diffi-
cult a job as to provide giant guns for a fleet of modern dreadnaughts.
Mr. Martin said:
I have in my hands a review of that question from Berlin under date of the

25th of February, appearing in the New York Times, in which this statement is
made with regard to the great Krupp plant: "But it was particularly interest-
ing to note that all these giant gun lathes were being operated to capacity on
straight peace production. Instead of guns they were turning huge long seam-
less steel tubes for Germany's nitrate industry. The famous Haber process of
employing nitrogen from the air in manufacturing nitrate requires these great
steel tubes as long as the biggest extant ship's guns. Just how they function is
a closely guarded secret of the nitrate industry. They are set up perpendicularly
in pairs connected by shorter cross tubes, but beyond this even Krupp's experts
jyrofess to know no more about the synthetic nitrate industry." (House
hearings, 1922, p. 844.)

If my colleagues on the committee were to recommend that we wait
until was is declared before building a fleet of modern battleships,
they and their recommendations would be laughed at, but they have
seriously proposed to accept an offer which deserts our efficient $68,-
000,000 nitrate plant, leaving it to become an idle, ineffective, obsolete
relic of the war, and substitutes a complex plant of questionable per-
formance—a plant which is as difficult of duplication as is the arma-
ment for a battleship. Everyone knows that the policy of the
Ordnance Department is to wait until the Nation is about to become
involved in war before increasing their facilities for the production
of munitions of war. Synthetic nitrate plants, like battleships, can
not be made to spring up overnight, but require months and years
of time for their construction.

Nitrate plant No. 1 is standing there at Muscle Shoals to remind
us that we lost $13,000,000 in a few months not so very long ago
experimenting with a synthetic process of fixing nitrogen, and now
we are going ahead with the water-power companies as our partners
in another synthetic experiment on a grand scale. It is true that
the modification of the synthetic process which the power com-
panies say they will use is of four or five times higher pressure and
much higher temperature than that which we tried to use at nitrate
plant No. 1, and the machinery for the plant is not only difficult to
make, but it must be purchased from the owners of the Casale pat-
ents in Italy. Depending upon Italy to furnish us with synthetic
ammonia plants in time of war is to my mind even worse than de-
pending upon Chile for nitrates. The nitrates are there when our
ships get to Chile, but we have no assurance that synthetic nitrate
plants would be ready for us.
Another feature of the power companies' offer that is absolutely

destructive, is the provision that they need not make this fertilizer
at Muscle Shoals but can go anywhere they please so long as the
location is approved by the Secretary of War. This means that
instead of concentrating our production of war-time necessities at
Muscle Shoals and building up a large fertilizer industry there in
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time of peace, the power companies can make the fertilizer in a
number of small plants located at several places, none of which need
be of sufficient size to secure the economies necessary to cheapen the
product. But since they have raised the price of the power to a,
prohibitive amount, they evidently have concluded that the impor-
tance of cheaper fertilizers has been overestimated.

POWER COMPANIES' FERTILIZER PRODUCTION A MERE EXPERIMENT

The whole fertilizer undertaking of the power companies is merely
another nitrate experiment. Evidently Dr. Louis C. Jones, the
president of this Muscle Shoals Fertilizer Co., has changed his mind
since he appeared before the Military Affairs Committee of the
House two years ago, for he told us at that time that "you can not
afford to experiment on a 40,000-ton plant, and I think that is the
greatest danger in connection with the Ford proposition, remember-
ina that the consumer has got to pay for all of that." (Supplement
to House hearings, 1924, p. 144.) Ford "couldn't afford" to experi-
ment with a 40,000-ton cyanamid plant, but it seems that the power
companies are entirely willing and ready to experiment with any old
synthetic plant so long as they don't have to get down to business
and operate it regularly to full capacity, and the majority of our
joint committee do not insist that they should.
For their experiment in fertilizer manufacture—and remember

that fertilizer production is our chief consideration at Muscle
Shoals—they propose to employ a process which was predicted by
Dr. Charles L. Parsons, then Chief of the Bureau of Mines, to be
the proper process for making fertilizer nitrogen, in 1917.
But to-day, after nearly 10 years, our advisory fertilizer expert,

Doctor Lind, told our joint committee in answer to Senator Heflin's
question, "But they are now not really making fertilizer through
that process (synthetic process) in this country? " as follows: "Not
that I know of; they are not ready to go into it yet."
In order to make sure that the fertilizers can be eliminated without

risk of losing the power, these weasel companies have included the
following proposal in their offer:
In case the synthetic process should not produce economic fertilizer as deter-

mined by the farm board and the Secretary of Agriculture after a reasonable
trial, determined as aforesaid, lessee shall adopt, as soon as practicable, some
other commercially demonstrated economic available process that will pro-
duce for sale the quantities set out in this section under the terms of this
agreement.

This reduces the entire proposal of the power companies to the
basis of a mere experiment in fertilizer manufacture.

First, their so-called "farmer board" and the Secretary of Agri-
culture must decide that the fertilizer they are producing is not
"economic "—whatever they mean by that. Presumably, they mean
that the fertilizers can be bought on the market cheaper than the
power companies' fertilizer corporation is making them. This is
practically certain to be the case, for it is well known that the syn-
thetic nitrate plants of which there are several in the United States,
can not make fixed nitrogen fertilizers at fertilizer prices at all.
The plant would store fertilizers containing 5,000 tons of nitrogen
and shut down. Then these power companies' " farmers " and the
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Secretary of Agriculture approve the suspension of operations, for
it is provided that "such suspension, to be effective, shall be
approved by the farmer board and the Secretary of Agriculture."
Stopping the fertilizer manufacture is easy enough, but starting

it again is no simple matter.
First, the power companies' fertilizer subsidiary must find another
commercially demonstrated" process then they must assure them-

selves that it is " economic ", then they must see if it can be made
" available " and determine whether it will produce the quantities
required in the lease.
Bear in mind that the fertilizer company has been the judge of

whether the process is "commercially demonstrated," "economic,"
"available," and able to produce the quantities required in the lease.
Also remember that while all this determining is ,croing on the fer-
tilizer company's daddy, the Power Distributing Co., has been get-
ting the fertilizer power for its own purposes.
When, then, does the fertilizer business start up again? The

answer is very clear they begin as soon as in their judgment it is
"practicable."
When will it be " practicable "? How do we know? Perhaps we

should have asked our advisory board.
The fertilizer obligation is cleverly drawn to appear as a definite

proposal to produce 40,000 tons of fixed nitrogen within a specified
time, but in reality it is nothing of the kind.

NITROGEN PRODUCTION NOT LIMITED TO FERTILIZERS

The nitrogen fixation plants are to be operated, first of all, for
the manufacture of "fixed nitrogen." This fixed nitrogen may be
any nitrogen compound whatever, such as anhydrous ammonia for
the refrigeration industry, nitric acid, or ammonium compounds
for the chemical trade. I find that there are 35 of these ammonium
compounds listed in the Chemical Dictionary that have nothing to
do with fertilizers, any or all of which might be substituted for the
concentrated fertilizers that we wish to have produced here.
The proportion of this "fixed nitrogen" in the total product of

the plant is not stated. It evidently may be any proportion of the
total short of 100 per cent. I want to call attention to the fact
that under the wording of this lease the fertilizer plants can be
operated at one-half or even at one-fourth of its actual capacity,
and nobody can complain.
This is no fertilizer proposal. This is a fertilizer pap to keep

us quiet while these power companies get away with the power.
Of course they pay for the power. They bribe us with a large

amount of money, because it is not they who will pay the bill, but
their customers.

UNSOUND PROVISIONS OF FERTILIZER OFFER

On its very ' face their fertilizer proposal betrays their absolute
lack of experience in the business in which they ostensibly intend to
embark. Reliable manufacturers in the business estimate that a
synthetic ammonia plant must be renewed about every seven years.
Since this plant costs $550 per annual ton of nitrogen capacity, it
would cost $22,000,000 to renew it once, and six renewals (in 50
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years) would cost $132,000,000. The power companies agree to a
depreciation of 71/2 per cent, which means that they provide for the
renewal of the plant about every 121/2 years. This enables them to
charge into the cost of fertilizer only about $88,000,000 for these
necessary renewals of plant. Where the $44,000,000 shortage will
be made up, no one seems able to say. It apparently must come out
of their capital—but to provide it in that way would soon bank-
rupt the company. This shortage in providing for renewals of the
nitrogen plants also applies to the phosphoric acid plants, for the
depreciation which they figures leaves nothing for renewals and
replacements in the phosphoric acid plants at all.
The power companies have entirely deserted the principle of amor-

tization in their offer. This was a feature of the Ford proposal,
which would enable the United States to come out whole at the end
of the lease period without placing a heavy burden upon the con-
sumer.
The proposal provides that the company can stop its fertilizer

operations and thus make available the entire amount of power for
distribution by the simple expedient of piling up fertilizers con-
taining 5,000 tons of nitrogen in storage, unsold. To accomplish
this result, so much to be desired from the power company's stand-
point, all that is necessary is that the fertilizer shall be sufficiently
high in cost to make it impossible for them to compete in the open
market with existing materials, there is no counterprovision to pre-
vent the abuse of this limitation.
One of the protections against this emergency is the farmers' board,

but in the power companies' offer the farmers board is not selected
by the farmers, for the national farm organizations, such as the
American Farm Bureau Federation, the National Grange, and the
Farmers' Union, have nothing to say about it. These well-organized
farmer groups, which have learned to employ their own experts
and do their own thinking, are ignored in this power company
proposal, for the 13 power companies know only too well that there
are men in these well-known national farm organizations who might
make a real fertilizer proposition out of their power offer, if they
should be given the opportunity. So, instead, they have provided
merely that three of the five directors shall be "representatives of
farmers' organizations or associations" appointed by the Secretary
of Agriculture, and there is nothing to prevent the appointment of
three farmers, all of whom can be stockholders in the Alabama
Power Co. or its associated companies.

Moreover, these members of the so-called farmer board in the
power companies' offer are not provided with salaries so that there
is less incentive offered to the farmers to secure representation on
the board. The way is left open for them to receive salaries from
the Alabama Power Co. In place of this loose proposition, which
utterly fails to protect the farmer from destructively high costs for
his fertilizer, the Ford offer, and H. R. 518, which was based upon
it, contained a carefully drawn provision for the selection by the
President and approval by the Senate of these farmer representa-
tives from these specific, well-known national farm organizations
or thei - successors.
The power companies' offer provides a broad road that leads

directly to high cost in fertilizer manufacture and carries no bona
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fide guaranty of fertilizer production at all—its fertilizer offer is the
merest pretense.
The naked truth is that we are putting up our $150,000,000 devel-

opment at Muscle Shoals while our only guaranty of any sort in
connection with this fertilizer experiment is $20,000,000 of the
public's money, which the power company provides through the sale
of stock which is to earn its dividends out of our investment and
this is nullified as a guaranty by the conditions attached to it.
In order that there shall be no possibility of continuing fertilizer

production for any considerable time, and in order to make sure of
securing the power for their own purposes, the power companies
have destroyed the economy of the hydroelectric power produced by
the headwater improvement at Cove creek by paying to the United
States nearly as much as the difference between the cost of that
power produced by water power and its cost produced by steam.
With the same dodging and deception that they were guilty of in

proposing to donate the " second " 100,000 horsepower to fertilizer
manufacture in 1922, a donation which their customers would have
paid for, they again come in 1926 and propose to pay over $72,-
000,000 during the lease period for the regulated flow of water from
Cove Creek. This latter burden they propose to place on their
power consumers and those of their associates. So, instead of
donating power to some assumed fertilizer manufacturer, they
donate money to the United States. Since the donation is at the ex-
pense of their customers, the net result of the acceptance of the power
companies' offer of 1926 will be a $72,000,000 power surtax on the
people of Alabama and adjoining States.
They have always been cheerfully willing to pay—as in the case

of the Gorgas steam power plant—so long as it is their customers
who pay the bill. They can afford to be generous with other peo-
ple's money.
It is clear to everyone who has studied this question that at Muscle

Shoals we must make a choice between a large financial return and a
large production of cheap fertilizer, for there is no possibility of
obtaining them both. A high return on the power means a high
cost for the fertilizer. We made our choice when we passed the
national defense act of 1916, and we confirmed it when we passed
House Concurrent Resolution 4. The Congress has decided in favor
of fertilizer production, but the power companies, after going
through the motions of a fertilizer proposal, offer a price for the
power which is so high as to assure the defeat of our purpose in
reducing the cost of fertilizers to our farmers.

MAJORITY REPORT IS NOTICE TO HOUSE THAT MUSCLE SHOALS IS NOT A
FERTILIZER PROPOSITION BUT A POWER PROPOSITION

We have invested millions of dollars at Muscle Shoals, an invest-
ment which, if placed in the hands of a lessee who will utilize it in
good faith for its intended purposes, offers hope, very reasonable
hope I believe, for important benefits to agriculture. But, if we turn
it over to the Alabama Power Co. and its associates, who for 10
years have tried repeatedly to find some trick which they could work
in order to get the power and avoid the fertilizer risks, we are in-
deed blind and simple-minded. Their offer bears the earmarks of an
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unconscionable contract for agriculture—the leopard can not change
his spots, and I for one will never agree that the way to help agri-
culture in its distress is to betray it into the hands of the Alabama
Power Co. for the price of a few million dollars.

Finally, the majority report prepared in accordance with the sug-
gestions of the advisory board to the joint committee, and conform-
ing to the wishes of the 13 power companies, is notice to the House
of Representatives that the purposes of the House in the Muscle
Shoals investment are to be disregarded and that the House must
recede from its desire, as expressed by Mr. Snell, "to dedicate this
property primarily to the manufacture of nitrates."
The majority report is further notice to the House that its "in-

tent and purpose" as declared by Mr. Snell, in favoring a single
lease, which "has been shown every time this proposition has been
considered," is not satisfactory to the power companies, and that
they require of us two leases.
In the last analysis the majority report is an invitation to the

Members of the House to adjourn and go home and tell their con-
stituents that 13 power companies, peddling power in the South, have
decided that Muscle Shoals is neither a national defense nor a
fertilizer proposition, but a power proposition.
Furthermore, the people of the country can now understand that

the Power Trust,.which is now in charge at Muscle Shoals and now
operating our power plants there, is really in control of the situation.
When the people ask us just when we are going to use our property
to free the country from its dependence upon Chile for nitrates, and
when we are really going to have some cheaper fertilizers made at
Muscle Shoals for the farmers, as we have promised them for the
past 10 years, we can only reply, "Not till the Power Trust permits
us to do so."

W. FRANK JAMES.
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AUTHORIZING CERTAIN MILITARY ORGANIZATIONS TO
VISIT FRANCE, ENGLAND, AND BELGIUM

APRIL 19 (calendar day, APRIL 26), 1926.—Ordered to be printed

Mr. WADSWORTH, from the Committee on Military Affairs, sub-
mitted the following

REPORT

[To accompany H. J. Res. 2041

The Committee on Military Affairs, to which was referred H. J. Res.
204, authorizing certain military organizations to visit France,
England, and Belgium, having given careful consideration to the
resolution, reports thereon with the recommendation that the reso-
lution do pass.
A letter from Secretary Kellogg dated March 29, 1926, is appended

hereto and made part of this report.

The Hon. STEPHEN G. PORTER,
House of Representatives.

DEAR MR. PORTER: I beg to acknowledge the receipt of your letter of March
24, 1926, with which you transmitted a copy of House Joint Resolution No. 204,
authorizing the Richmond Light Infantry Blues Battalion, of Richmond, Va.;
the First Company Governor's Foot Guard, of Hartford, Conn.; the Second Com-
pany Governor's Foot Guard, of New Haven, Conn.; and the Putnam Phalanx,
of Hartford, Conn., to visit France, England, and Belgium during the month of
May, 1926, as military organizations of the United States.
In reply I beg to say that the matter of this projected trip of the military

organizations mentioned was brought to the attention of the department some
time ago, and I have been informed that the proposed visit is entirely agreeable
to the governments of the countries which they intend to visit.
A similar communication has been addressed to Senator Borah in reply to his

letter of March 24, 1926, inclosing a copy of Senate Joint Resolution No. 77,
relating to the same subject matter as your letter under acknowledgment.
I am, my dear Mr. Porter,

Very sincerely yours,

* 5-6-26

DEPARTMENT OF STATE,
Washington, March 29, 1926.

FRANK B. KELLOGG.
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Mr. WADSWORTH, from the Committee on Military Affairs, submitted
the following

REPORT

[To accompany H. R. 10275]

The Committee on Military Affairs, to which was referred the bill
(H. R. 10275) authorizing appropriations for construction at military
posts, and for other purposes, having considered the same, report -
thereon favorably with the recommendation that the bill do pass.
Your committee has made careful inquiry as to the necessity for

this legislation and submit for the information of the Senate a brief
statement of the history of this subject together with an outline of
conditions now existing at each of the places where construction is
contemplated by H. R. 10275.
The following provision was included in the War Department

appropriation act approved June 7, 1924:

The Secretary of War is hereby authorized and directed to submit to the
Congress at its next session a comprehensive plan for necessary permanent con-
struction posts, including Camp Lewis, in the State of Washington, based on
using funds received from the sale of surplus War Department real estate, and
for the sale of such property now owned by the War Department as, in the
opinion of the Secretary of War, is no longer needed for military purposes.

Congress adjourned on that date, and prior to the reconvening of
Congress in December, the Secretary of War,pursuant to the above
act, prepared a report dated November 26, 1924, which included a
comprehensive housing program of new construction required at
military posts in the United States, Hawaii, and Panama; lists of
surplus military reservations; and a draft of proposed legislation.
Hearings on this report were begun on December 11, 1924, by a Joint
Committee of the Committees on Military Affairs of the House of
Representatives and the Senate, and were concluded on February
20, 1925. Congress adjourned on March 4, 1925, and reconvened in
December, 1925.
Pending congressional action on the report of the Secretary of War

the War Department, in compliance with the above-quoted act, re-
trained from submitting estimates to Congress for construction even

S R-69-1—vol 2-61
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in places where it was well known new and permanent construction
should be started.

Congress acted on this report of the Secretary of War in the act
approved March 12, 1926, which, in addition to authorizing the sale
of surplus War Department real estate, provides for the establish-
ment of a military post construction fund derived fron'i funds re-
ceived from the sale of surplus War Department real estate, which is
to be used in carrying out the housing program for the Army. During
the fiscal year 1927 this fund will be sufficient to provide money for
a program not exceeding about $7,000,000.
The bill herewith (H. R. 10275) authorizes construction in accord-

ance with the War Department's general plan to the extent of that
amount at the following stations:

FORT BENNING, GA.

At Fort Benning is located the Infantry school, which provides the
basic training for the Infantry. There are stationed at this post,
among other troops, two regiments of Infantry, who have been living
in tents since 1919. Permanent barracks for the accommodation of
these troops have already been started, $385,000 being appropriated
for the fiscal year 1925 to commence the work. It is now desired to
continue this work in order to provide permanent shelter for a portion
of the men now living in tents.

FORT MONMOUTH, N. J.

This station is the Signal Corps training center and the troops
stationed there have been, since 1918, quartered in temporary wooden
structures erected during the war. Fort Monmouth, occupying as it
does an exposed position in the northern part of New Jersey, has a
severe winter climate, and the temporary structures in which the
troops are now living offer slight protection from the weather, in
addition to necessitating a large annual outlay of funds for main-
tenance. It is proposed to replace these temporary wooden structures
with permanent barracks.
It is also essential that a hospital be started at this post to replace

the present one, which is housed in a wooden shed. This is the only
item in this bill for the Signal Corps of the Army.

CAMP LEWIS, WASH.

This is the most important military station in the Northwest and
all of the construction is of frame war-time cantonment type. Due
to shortage of funds with which to keep these buildings in repair,
the living conditions are deplorable. The tar-paper roofs have dis-
integrated and the rainy climate in this vicinity indicates the neces-
sity for replacing these wooden shacks with permanent buildings.

FORT SAM HOUSTON, TEX.

At this post is stationed the Second Division, the largest single
concentrated unit in the United States Army. This division has
been quartered since its return from France in war-time cantonment
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buildings which are rapidly deteriorating, and which due to the dry
climate, present an unusual fire hazard. It is desired to commence
the replacement of these wooden temporary structures with perma-
nent buildings at the earliest practicable date.

SELFRIDGE FIELD; MICH.

This is the home of the First Pursuit Group, United States Air
Service, and in common with all other Air Service stations, except two,
is of war-time construction. The buildings offer slight protection
against the extremely cold climate. Situated on the shore of Lake
St. Clair, the post is exposed to winter gales and storms. It is
impossible to adequately heat the temporary wooden buildings with
stoves, and the troops undergo in the wintertime a real hardship.
It is necessary to replace these wooden temporary buildings with
permanent buildings as soon as possible.

CAMP MEADE, MD.

At this post is stationed the Seventeenth Tank Battalion, now
quartered in war-time cantonment barracks. Due to the flimsy
character of the construction, these buildings are not only in bad re-
pair, but in many cases have been found to be actually unsafe for
occupancy. It is deemed necessary by the War Department that
they be replaced without delay.

FORT BRAGG. N. C.

This is one of the most important Artillery stations in the Army,
providing as it does the most suitable range for firing of large caliber
mobile guns. The troops at this station have been quartered since
the war in war-time structures in which the underpinning has rotted
out, and which are in a generally bad state of repair. A great deal
of the time of the troops is taken from training to provide labor for
the upkeep of these buildings.

FORT HUMPHREYS, VA.

This is the station for two regiments of Engineers and the present
location of the Engineer School. The quarters and barracks in which
the garrison is now living are of the war-time construction described
above and should be replaced. There are no permanent buildings
of any kind at this post. The $500,000 included for construc-
tion in the following list will provide permanent barracks for the
personnel of both regiments except for the noncommissioned officers
of the first three grades, who are entitled to separate quarters.
About $200,000 additional will be required at a later date to provide
permanent barracks for the balance of the garrison, consisting of the
school and service detachments.

CAMP DEVENS, MASS.

This is the training center for the First Corps Area, at which is
conducted the training activities of the Citizens' Military Training
Camps, Reserve Officers' Training Corps, reserve officers, and the
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National Guard. The barracks and quarters at this station are all
of the war-time frame construction and have deteriorated consider-
ably. The construction proposed in the following list will provide
for the housing of a portion of the Regular Army Infantry garrison,
which is required to be at this post for the training •of the citizen
components. In view of the severe winter climate, it is necessary
to replace the cantonment buildings with permanent construction.

ERIE PROVING GROUND, OHIO

This is an ordnance proving ground located on the shore of Lake
Erie, and is exposed to severe winter conditions. The enlisted
garrison is quartered in frame cantonment structures which should be
replaced. This is the only item in this bill for the Ordnance
Department of the Army.

EDGEWOOD ARSENAL, MD.

This is the only station belonging to the Chemical Warfare Service,
and includes in its activities practically all of the experimental work
now being carried on by that service. The enlisted personnel are
,comparatively well cared for in semipermanent stucco barracks.
There is a serious shortage of quarters for officers on duty with these
troops and there are no communities near at hand where houses can
be rented. A number of officers are living in makeshift wooden
shacks, which offer little shelter from severe storms. This is one
exception to the general rule adopted by the War Department of
providing first for barracks for enlisted men, and is necessitated only
by the fact that there are no living accommodations near by in which
these officers can be housed.

UNITED STATES DISCIPLINARY BARRACKS, FORT LEAVENWORTH, KANS.

A part of these barracks is of old construction; buildings erected
in the early eighties. A portion is of new construction, built in 1909
and 1910. The original hospital was destroyed by fire some time ago,
and the hospital reinstalled in one of the old barrack buildings, which
is entirely unsuited for such use, in addition to being a virtual fire
trap. It is necessary to remedy this dangerous condition by pro-
viding an adequate hospital.

MITCHEL FIELD, N. Y.

This field is the most important air station in the northeastern part
of the United States and, in common with all other Air Service
stations of this type, is composed entirely of wooden structures
erected during war time for temporary use. Due to the severity
of the Long Island climate and the inadequacy of the present frame
shelter, it is necessary to replace these structures at the earliest prac-
ticable date with permanent buildings.
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FRANCE FIELD, PANAMA

This air field occupies an isolated location in the Canal Zone
and there are not enough quarters to house the garrison. There are
only 39 sets of officers' quarters, while the garrison consists of 59
officers. In order to obtain living quarters, it is necessary for a num-
ber of officers and noncommissioned officers to rent quarters in Colon
or Cristobal, 7 or 8 miles distant, where suitable quarters for rental
are very scarce and outside the means of the average officer or non-
commissioned officer. It is desired to have these men quartered at
the field to obviate the waste of time and the additional expense.

SCHOFIELD BARRACKS, HAWAII

At Schofield Barracks a considerable number of the noncommis-
sioned officers entitled to quarters find no quarters available. There
is no place where they can be sheltered except in Honolulu, which is
prohibitive, especially for noncommissioned officers, on account
of distance and the time consumed, and especially on account of the
money required in transportation back and forth, to say nothing of
the high rents they pay in the city.

FORT WADSWORTH, N. Y.

Fort Wadsworth is one of the important stations of troops in the
harbor defenses of New York City. The act ‘approved March 12,
1926, authorizes the sale of Fort Schuyler, N. Y., which is one of the
obsolete Coast Artillery forts formerly guarding Long Island Sound.
There are quartered at Fort Schuyler one battalion of Infantry, occu-
pying temporary war-time barracks. In order to remove these
troops from these inadequate buildings and also to release Fort
Schuyler for sale, it is necessary to provide permanent quarters else-
where, and Fort Wadsworth .has been selected as the most logical
and economical station at which to accomplish this.

The testimony before the committee brought out the fact that the
War Department had found great difficulty in deciding on what proj-
ects should be left out of the bill in view of the limitation of the
$7,000,000 on hand. It is realized that conditions such as described
above obtain at practically every military station where troops are
quartered in war-time cantonment structures, but it is also evident
that these can not all be replaced until more funds are available from
the sale of real estate authorized in the act approved March 12, 1926.

There is attached and made a part of this report a copy of the letter
from the Secretary of War asking for this legislation.

MAXWELL FIELD, ALA.

This field is the only flying field now located in the southeastern
section of the United States, some .twelve others in that section having
been abandoned during the past few years. The quarters where the
noncommissioned officers and enlisted men are now living are of the

war-time cantonment type and are in such poor condition that for

the comfort of the men living in them they should be replaced at an
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early date. The authority to go ahead with the permanent construc-
tion at this field is therefore included in this bill.
The letter of the Secretary of War recommending the passage of

this legislation is appended hereto and made a part of this report as
follows:

WAR DEPARTMENT,
Washington, March 10, 1926

HOD. JAMES W. WADSWORTH Jr.,
Chairman Committee on Military Affairs, United States Senate.

MY DEAR SENATOR WADSWORTH: I submit herewith a draft of a bill which I
request be introduced in the Senate and enacted into law.
The subject of the proposed legislation is "Authorizing appropriations for con-

struction at military posts, and for other purposes."
The applicable provisions of existing law are found in the act approved March

12, 1926, which provides for the submission of annual estimates and a statement
of the specific construction projects embraced in such estimates; and in Revised
Statutes, section 1136, which places a limitation of $20,000 on the cost of any
one building, and section 3734 which provides that the Supervising Architect
of the Treasury Department shall make up sketch maps and detailed estimates.

It should also be noted that the attached bill includes an item of $450,000 for
continuing hospital construction at Schofield Barracks, Hawaii; and an item
of $800,000 for barracks at Camp Lewis Wash., to accord with similar items
already incorporated in H. R. 8917, Calendar No. 257, now pending in the
Senate.

If any additional information from the War Department is desired, I shall
be pleased to furnish it.

If the Committee on Military Affairs wishes to have hearings upon the pro-
posed legislation, the following-named officers are designated to appear before
your committee: Maj. Gen. Fox Conner, Lieut. Col. H. R. Casey, Lieut. Col. R.
S. Knox, Capt. Geo. F. 'Hobson.
The Director of the Bureau of the Budget has been consulted and advises

that this proposed legislation is not in conflict with the financial program of the
President.
A similar letter has been addressed to the Chairman of the Committee on Mili-

tary Affairs of the House.
Sincerely yours,

DWIGHT F. DAVIS,
Secretary of War.
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BRIDGE ACROSS THE WHITE RIVER AT DES ARC, ARK.

APRIL 19 (calendar day, APRIL 27), 1926.—Ordered to be printed

Mr. BINGHAM, from the Committee on Commerce, submitted the

following

REPORT

[To accompany H. R. 7904]

The Committee on Commerce, to whom was referred the bill

(H. R. 7904) granting the consent of Congress to Harry E. Bovay, of

Stuttgart, Ark., to construct, maintain, and operate a bridge across

the White River at or near the city of Des Arc, in the county of

Prairie, in the State of Arkansas, have considered the same and report

thereon with an amendment, and as so amended, recommend that

the bill do pass.
Strike out all after the enacting clause and insert in lieu thereof

, the following:
That the consent of Congress is hereby granted to Des Are Bridge C

ompany,

and to its successors and assigns, to construct, maintain and operate 
a bridge

and approaches thereto across the White River, at a point suitable to t
he inter-

ests of navigation, between White River and Calhoun Townships, at or nea
r the

city of Des Arc, in the county of Prairie, in the State of Arkansas, in acc
ordance

with the provisions of the act entitled "An act to regulate the cons
truction of

bridges over navigable waters," approved March 23, 1906, and sub
ject to the

conditions and limitations contained in this act.
SEC. 2. The said Des Arc Bridge Company, and its successors and assigns,

are hereby authorized to fix and charge tolls for transit over such bri
dge and the

rates so fixed shall be the legal rates until changed by the Secret
ary of War

under the authority contained in such act of March 23, 1906.

SEC. 3. After the date of completion of such bridge, as determined by the
Secretary of War, either the State of Arkansas, any political subdi

vision thereof

within which any part of such bridge is located, or two or more
 of them jointly,

may at any time acquire and take over all right, title, and interest 
in such bridge

and approaches, and interests in real property necessary there
for, by purchase

or by condemnation, in accordance with the law of such Stat
e governing the

acquisition of private property for public purposes by condemna
tion. If at any

time after the expiration of fifteen years after the completion 
of such bridge it

is acquired by condemnation, the amount of damages or com
pensation to be

allowed shall not include good will, going value, or prospective 
revenues or profits,

but shall be limited to the sum of (1) the actual cost of const
ructing such bridge

and approaches, less a reasonable deduction for actual d
epreciation in respect

of such bridge and approaches, (2) the actual cost of acquiri
ng such interests in
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real property, (3) actual financing and promotion costs (not to exceed 10 per
centum of the su'm of the cost of construction of such bridge and approaches and
the acquisition of such interests in real property), and (4) actual expenditures
for necessary improvements.

SEC. 4. If such bridge shall at any time be taken over or acquired by any
municipality or other political subdivision or subdivisions of the State of Arkansas
under the provisions of section 3 of this act, and if tolls are charged for the use
thereof, the rates of toll shall be so adjusted as to provide a fund sufficient to
pay for the cost of maintaining, repairing, and operating the bridge and its
approaches, and to provide a sinking fund sufficient to amortize the amount
paid for such bridge and its approaches as soon as possible under reasonable
charges, but within a period of not to exceed thirty years from the date of acquir-
ing the same. After a sinking fund sufficient to amortize the cost of acquiring
the bridge and its approaches shall have been provided, such bridge shall there-
after be maintained and operated free of tolls, or the rates of toll shall thereafter
be so adjusted as to provide a fund of not to exceed the amount necessary for
the proper care, maintenance, and operation of the bridge and its approaches.
An accurate record of the amount paid for the bridge and its approaches, the
expenditures for operating, repairing, and maintaining the same, and of daily
tolls collected shall be kept, and shall be available for the information of all
persons interested.
SEC. 5. The said Des Arc Bridge Company or its successors and assigns shall,

within ninety days after the completion of such bridge, file with the Secretary
of War a sworn itemized statement showing the actual original cost of construct-
ing such bridge and approaches, including the actual cost of acquiring interests
in real property and actual financing and promotion costs. Within three years
after the completion of such bridge, the Secretary of War may investigate the
actual cost of such bridge, and for such purpose the Des Arc Bridge Company,
its successors and assigns, shall make available to the Secretary of War all of
its records in connection with the financing and construction thereof. The find-
ings of the Secretary of War as to such actual original cost shall be conclusive,
subject only to review in a court of equity for fraud or gross mistake.

SEC. 6. The right to sell, assign
' 

transfer, and mortgage all the rights, powers,
and privileges conferred by this act is hereby granted to the said Des Arc Bridge
Company, its successors or assigns, and any corporation to which such rights,
powers, and privileges may be sold, assigned, or transferred, or which shall
acquire the same by mortgage foreclosure or otherwise, is hereby authorized and
empowered to exercise the same as fully as though conferred herein directly
upon such corporation.
SEC. 7. The right to alter, amend, or repeal this act is hereby expressly

reserved.

Amend the title so as to read:
A bill granting the consent of Congress to Des Arc Bridge Company and its

successors and assigns to construct a bridge across the White River, at Des Arc,
Arkansas.
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GRAZING ON PUBLIC LANDS IN ALASKA

APRIL 19 (calendar day, APRIL 28), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany S. 3963]

The Committee on Public Lands and Surveys, to whom was re-
ferred the bill (S. 3963) to provide for the protection, development,
and utilization of the public lands in Alaska by establishing an ade-
quate system for grazing livestock thereon, having carefully consid-
ered the same, report favorably thereon with the recommendation
that the bill do pass with the following amendment:
On page 8, line 13, strike out the figures "15" and insert in lieu

thereof the figures "13."

GRAZING LANDS IN ALASKA

The bill pertains to the grazing of livestock on the public lands
of the United States, outside of the national forests, located in
Alaska. Such lands may be roughly divided into (a) lands for the
grazing of reindeer, (b) lands for the grazing of cattle and sheep.
In northern and western Alaska there are approximately 200,000
square miles of treeless regions, worthless for agriculture, but valu-
able for the grazing of reindeer. In 1892 approximately 1,280 rein-
deer were imported into Alaska from Siberia. Since that time the
reindeer have increased in numbers until there are now in Alaska
approximately 350,000. Two hundred and thirty-five thousand are
owned by natives of Alaska. The native herds are under the general
supervision of the Bureau of Education, Department of Interior.
The bureau has estimated that the grazing lands in Alaska could
furnish pastureage for about 4,000,000 reindeer.
In southwestern Alaska, including the Aleutian Islands, there are

thousands of acres of land suitable for the grazing of cattle and
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sheep. This region is capable of supplying year-round range for the
grazing of livestock. At present these lands are not generally in
use for grazing.

NECESSITY FOR RANGE CONTROL

Under present conditions grazing lands in Alaska are free and open
to all users and closed to none. This policy lends no encouragement
to new settlement because no settler using the public ranges for
grazing has any assurance of continued use. Grazing regulation
would provide assurance of range for a period of years. Much of
Alaska does not now provide facilities for the marketing of livestock.
To encourage the investment of capital in improvements necessary
to carry on the range livestock industry and to market the products
of this industry, range regulation is strongly recommended.
Most of the livestock now grazing in Alaska are owned by natives

who are still in their tribal state. The natives are under the super-
vision of the Bureau of Education. These natives graze their reindeer
largely in common. Grazing by these natives under such conditions
makes range supervision by governmental agencies most desirable.
At present no governmental agency has been given power by Congress
to control the use of ranges.
The principal forage plant of western and northern Alaska is

moss. Overgrazing of moss destroys it. In order to utilize economi-
cally these regions for grazing, it is necessary to rotate their use, per-
mitting ranges to be free from grazing intermittently. The use of
range, too, is seasonal, there being summer and winter ranges.
Such conditions make grazing regulation essential if the range is to
be adequately protected and desirable to the sound development of
the Alaskan stock-raising industry.
In the Department of Agriculture's Bulletin No. 1089, entitled

"Reindeer in Alaska," written by Seymour Hadwen and Lawrence
J. Palmer, both of the Bureau of Biological Survey, the following
recommendation is made:

Jurisdiction over the range in Alaska does not at the present time come under
any vested authority. The areas now allotted to individual reindeer herds of
the Eskimos were established tentatively by the Bureau of Education. They
are maintained by tolerance only, and invasions of ranges are common. Legally
there is no protection against enroachments upon individual allotments. With-
out right to control the range upon which to graze, reindeer-herd owners are
much handicapped. Control of the range stands as a principal factor for con-
sideration in handling the future reindeer industry in Alaska.

The Governor of Alaska, in his report to the Secretary of Interior
for the fiscal year 1925, recommends (pp. 3, 5) :
The native reindeer herds are supervised by the Bureau of Education, and if

they are to be protected in their ranges we must have a law which will enable
the Secretary of Interior to allocate and lease the grazing grounds.

RECOMMENDATIONS

1. Enactment of law authorizing the Secretary of Interior to lease public
domain for grazing * *
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STATEMENT OF POLICY

Section 1 of the bill is a declaration of policy. It provides for the
protection and development of forage plants on public lands in
Alaska and for their beneficial utilization by livestock. Grazing on
such lands, however, is subordinated to the development of their

mineral and forest resources, to the protection of their water resources,

to their use for agriculture, and to the protection, development, and

utilization of any other resource of such lands that may be of greater

benefit to the public.

ADMINISTRATION

Section 3 (a) authorizes the Secretary of Interior to establish

grazing districts upon public lands in Alaska. Grazing districts may

include such areas, either surveyed or unsurveyed, as may be con-

veniently administered as a unit, even though the areas are neither

contiguous nor adjacent.
Section 15 (b) authorizes the Secretary of Agriculture, upon the

request of the Secretary of Interior, to cooperate in the administration

of this act in matters pertaining to the care of plant and animal life.

Section 4 provides that the Secretary of Interior may alter a

grazing district by adding thereto other public lands or by excluding

lands already in a district. The Secretary may also enter into a.

cooperative agreement with any person in respect to the adminis-

tration, as part of a grazing district, of lands owned by such person

which are contiguous or adjacent to any part of the grazing district.

LEASING

Section 3 (b) authorizes the Secretary of the Interior to lease the

grazing privileges within a grazing district. Section 6 provides that

in making grazing leases the Secretary shall, as far as consistent with

the administration of grazing districts, prefer occupants of the range

and settlers over all other applicants. Section 7 provides that the

grazing leases shall be for a term of 20 years except where the land is

likely to be required for other than grazing purposes within that

period or where the applicant desires a shorter term. In such cas
es

the Secretary may make a lease for a shorter term. This section

also provides that grazing leases shall be made for a definite are
a,

except where the administration of grazing privileges makes more

practicable a lease based upon the number of stock to be grazed.

GRAZING FEES

Section 8 provides that the Secretary of the Interior shall determine

the grazing fees to be paid under each lease. Such fees shall be fixed

for the period of the lease on the basis of the area leased or 
on the

number and kind of stock permitted to be grazed. In determining

the fee to be charged, due regard should be given to the 
economic

value of the grazing privileges: The fee, however, shall be moderate.

The Secretary- of the Interior is also authorized to extend the time for

paying a grazing fee, to reduce the amount of payment, or t
o release

or discharge the lessee from paying when such action is
 in the public
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interest by reason of depletion or destruction of the range by any
cause beyond the control of the lessee or by reason. of calamity or
disease causing wholesale destruction of or injury to livestock.

Section 13 provides that the Secrecary may permit any native of
Alaska (including Eskimos and half-breeds), who has not severed his
tribal relation and who does not exercise his right to franchise, to
graze any number of livestock owned by him free of charge on the
public lands. This section also provides that the Secretary of the
Interior may permit any person to graze free of charge a small
number of livestock upon any lands int.luded within a grazing
dis trict.
Sec don 9 provides that all moneys received on account of grazing

fees during any fiscal year in excess of the actual cost of administra-
tion of grazing shall be paid at the end of such year by the Secretary
of the Treasury to the Territory of Alaska to be expended as the
legislature of the Territory may direct for the benefit of public
education and roads.

IMPROVEMENTS

Section 11 provides that the Secretary may permit a lessee to
erect or make improvements on the areas leased to him. At the
termination of his lease the lessee shall be given 90 days to remove
from the area any improvement thereon owned or controlled by
him. If, however, the lessee notifies the Secretary on or before the
termination of his lease that he desires to leave on the land any im-
provement, the construction or maintenance of which has been
authorized by the Secretary, no person other than the lessee shall
use or occupy under any grazing lease or entry under any public
land law the land on which such improvements are located until
there has been paid to the person entitled thereto the value of such
improvements as determined by the Secretary.

HEARINGS AND APPEALS

Section 14 provides that any lessee of or applicant for grazing
privileges may procure a review of any action or decision of the
Interior Department in respect to such privileges by filing with the
register of the local land office an application for a hearing. Upon
the filing of such application the register shall proceed to review such
action or decision in accordance with the rules of practice then appli-
cable to applications to contest entries under the public land law.
Pursuant to such rules of practice appeals may be taken by any
party in interest, from the decision of the register to the Commissioner
of the General Land Office, and from his decision to the Secretary
of the Interior.

LAWS APPLICABLE

Section 16 provides that the enactment of the bill shall not affect
the application of laws now applicable to public lands or resources
in the Territory of Alaska, and further provides that no provision of
the bill shall be construed to pre%lude or prevent ingress or egress
upon lands within a grazing district for any purpose authorized by
any land law, including prospecting for and extraction of minerals.
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Grazing on the public lands in Alaska should be encouraged, but
should be regulated in order to protect their resources and to give to
stock growers using such lands assurance of, and stability in, such
use. Any system of grazing regulation on public lands should not,
however, impede the transferring of these lands from public to private
ownership nor retard their development for uses more beneficial than
grazing. Accordingly, the bill provides that the lands to which it
applies shall remain subject to the land laws providing for the develop-
ment of timber and of minerals, and for the appropriation of land for
agricultural or other uses more beneficial than grazing.

Concerning the provisions of the bill, the Secretary of Interior has
written the following letter:

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.

MY DEAR SENATOR STANFIELD: I am in receipt of your request for report on
S. 3963, a bill to authorize the leasing of public lands in Alaska for grazing pur-
poses.
The bill follows in general the lines of S. 2584, dealing with the leasing of

public lands of the United States for grazing purposes. Section 9, however,
differs, in that it provides that all moneys received from leases in excess of the
actual cost of administration shall be paid to the Territory of Alaska, to be ex-
pended as the legislature may direct, for education and roads.

It is my opinion that this provision should be amended so as to conform to
that in the general leasing bill (S. 2584) applicable to the remaining public lands
of the United States. I see no reason for treating Alaska in this respect any dif-
ferently than are treated the Western States in the other bill, and for many
reasons it is my judgment that the policy should be uniform. I therefore recom-
mend that section 9 of S. 3963 be stricken out, and the following, which is in
conformity with section 209 of S. 2584, be inserted in lieu thereof:
"All moneys received on account of such fee shall be deposited in the Treasury

of the United States as miscellaneous receipts, but 10 per cent of all moneys
received from each district during a fiscal year is hereby appropriated for the
succeeding fiscal year and made available for expenditure by the Secretary for
the making, erection, or purchase of range improvements, and 25 per cent
of all moneys received from each during each fiscal year shall be paid at the end
thereof by the Secretary of the Treasury to the Territory of Alaska, to be expended
as prescribed by the legislature of the Territory for the benefit of public educa-
tion and roads.
On page 7, line 2, it is suggested that there be inserted after the word "termi-

nation" the words "of his lease."
On page 8, lines 12 and 13, reference is made to subdivision (c) of section 15.

There is no such subdivision, and it was probably intended to refer to subdivision

(c) of section 13.
With these changes I recommend the enactment of the measure, as it is believed

that it is highly desirable that opportunity be afforded for the conservation and

development of grazing areas of the Territory.
Very truly yours,

HUBERT WORK, Secretary.

Concerning the provisions of the bill, the Secretary of Agriculture
has written the following letter:

APRIL 17, 1926.

DEPARTMENT OF AGRICULTURE,
Washington, April 24, 1926.

Hon. ROBERT N. STANFIELD,
Chairman Committee on Public Lands and Surveys,

United States Senate.

MY DEAR SENATOR: I have your letter requesting a report on Senate bill

3963, "To provide for the protection, development, and utilization of the public

lands in Alaska by establishing an adequate system for grazing live stock thereon."

This matter has been considered by the Secretary of the Interior and myself

at the time he sent you the proposed provision relating to Alaska for incorporation
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in the general grazing bill. We are in agreement upon the fact that legislation
should be enacted which would provide for the placing of the grazing upon public
lands in Alaska on a business-like basis, the same as in the United States.
I would suggest, however, that section 3 of the bill be amended to exempt

from its operation the other reservations administered by this department as well
as the national forests. This, I am sure, is the desire of the Secretary of the
Interior. This change might be accomplished by striking out the words "na-
tional forests" at the end of line 19 in section 3, and by inserting in lieu thereof
"Aleutian Islands Reservation, national forests, and other reservations adminis-
tered by the Secretary of Agriculture."

The proposed bill, in my opinion, is a constructive measure which would result
in definite and positive benefits, and with the above amendment and those sug-
gested by the Secretary of the Interior, it seems to me the bill will be satisfactory.

Sincerely yours,
W. M. JARDINE, Secretary.
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1st Session
REPORT
No. 685

CEDED LANDS OF THE FORT HALL INDIAN RESER-
VATION

APRIL 19 (calendar day, APRIL 28), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,

submitted the following

REPORT

[To accompany H. R. 5710]

The Committee on Public Lands and Surveys, to whom was
referred the bill (H. R. 5710) extending the provisions of section
2455 of the United States Revised Statutes to ceded lands of the
Fort Hall Indian Reservation, having considered the same, report
favorably thereon with the recommendation that the bill do pass
without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands (H. Rept. No. 231, 69th Cong., 1st sess.),

which is appended hereto and made a part of this report, as follows:

[House Report No. 231, Sixty-nineth Congress, first session]

The Committee on the Public Lands, to whom was referred (H. R. 5710) have

carefully considered the same and recommend its enactment with the amend-

ment suggested by Secretary Work, to whom the bill was referred by the chair-

man of the Committee on Public Lands, as follows:
After the word "Provided" in line 8, strike out the remainder of the line, all

of line 9, and the words "$1.25 per acre" in line 10, and insert in lieu thereof

the following:
"That no land shall be sold at less than the price fixed by the law opening the

lands to homestead entry."
The bill provides for an extension to the ceded portion of the Fort Hall Indian

Reservation, the acts referred to, known as the "isolated tract law," which

authorizes the sale of isolated, mountainous, and other undesirable lands at public

sale. Although the lands referred to on Fort Hall Reservation have been open

to entry for 25 years under the homestead, townsite, stone, timber, and mineral

law, there are some areas unoccupied, and the proposed legislation, if enacted,

will permit their sale at not less than $1.25 per acre. There is submitted and

made a part of this report the letter of the Secretary of the Interior recommend-

ing the enactment of the bill as amended.
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INTERIOR DEPARTMENT,
Washington, January 25, 1926.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT: I have your request for a report on H. R. 5710,

entitled "A bill extending the provisions of section 2455 of the United States
Revised Statutes to ceded lands of the Fort Hall Indian Reservation.
The bill directs that the provisions of section 2455, United States Revised

Statutes, as amended by the acts of June 27, 1906 (34 Stat. 517), and March 28,
1912 (37 Stat. 77), be extended to the ceded lands on the former Fort Hall Indian
Reservation. These acts are known as the isolated tract laws. The bill further
provides "That no land shall be sold at less than the price fixed by law now less
than $1.25 per acre." It is presumed that the word "now" in line 9 was intended
for "nor."

Ceded lands within the former Fort Hall Indian Reservation were opened to
entry under the acts of June 6, 1900 (31 Stat. 672), and March 30, 1904 (33 Stat.
153). The former act provides that the lands shall be subject to disposal under
the homestead, townsite, stone and timber, and mining laws only. Provision is
made for the classification of the lands as agricultural or grazing, the former
to be appraised at $2.50 an acre and the latter at $1.25. The act did not extend
the provisions of the isolated tract laws to the lands, and under the construction
given by the department in similar cases no laws other than those specifically
extended to the lands are applicable thereto (43 L. D. 181).
I know of no reason why the provisions of the isolated tract laws should not

be extended to the ceded lands of the reservation in question. It is possible that
there are scattered or disconnected tracts on the reservation which can best be
disposed of under these laws and which are not desirable for homestead entry
because not of sufficient size or because of their location. In as much as the act
of June 6, 1900, fixes a minimum price of $1.25 an acre for the lands, I would
suggest that the proviso in the last three lines of the bill be changed to read
"That no land shall be sold at less than the price fixed by the law opening the
lands to homestead entry."

With the suggested amendment, I recommend that the bill be enacted into
law.

Very truly yours,
HUBERT WORK.
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1st Session No. 686

AUTHORIZING ACTING REGISTERS TO ADMINISTER
OATHS

APRIL 19 (calendar day, APRIL 28), 1926.—Ordered to be printed

Mr. STANFIELD, from the Committee on Public Lands and Surveys,
submitted the following

REPORT

[To accompany H. R. 6239]

The Committee on Public Lands and Surveys, to whom was refer-
red the bill (H. R. 6239) to authorize acting registers of United States
land offices to administer oaths at any time in public land matters,
having considered the same, report favorably thereon with the recom-
mendation that the bill do pass without amendment.
The facts are fully set forth in the report of the House Committee

on the Public Lands, which is appended hereto and made a part of
this report, as follows:

[House Report No. 181, Sixty-ninth Congress, first session]

The Committee on the Public Lands, to whom was referred H. R. 6239, to
authorize acting registers of United States land offices to administer oaths at
any time in public-land matters, having considered the same, report it to the
House with the recommendation that it do pass without amendment.
The purpose of the legislation is to expedite the transaction of public business

by having some one in the land offices vested with such authority because of the
fact that the register must sometimes be absent from the office temporarily,
during which absence persons having business with the office often appear for
the execution of papers and are compelled to await the return of the register.
The bill was introduced by the chairman at the request of the Secretary of

the Interior, by letter of December 19, p925, which letter fully explains the
necessity for the legislation. The same is herein set out in full for the information
of the House, as follows:

THE SECRETARY OF THE INTERIOR,
Washington, December 19, 1925.

Hon. N. J. SINNOTT,
Chairman Committee on the Public Lands,

House of Representatives.
MY DEAR MR. SINNOTT : I inclose herewith for your consideration and for

introduction, if you deem proper, a bill to authorize acting registers of the
United States land offices to administer oaths at any time in public land matters.

S R-69-1—vol 2-62
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The purpose of this legislation is to expedite the transaction of public business
by having some one in those offices vested with such authority because the register
must sometimes leave the office temporarily or on business connected with
his office duties and during such temporary absence land claimants often appear
for the execution of papers and are compelled to await the return of that officer.

Under section 2246, United States Revised Statutes, the registers and receivers
at local land offices were each authorized to administer such oaths. But the
act of March 3, 1925 (43 Stat. 1141-1145), consolidated the offices of the register
and receiver of such land offices as then had two officials, effective July 1, 1925,
the office of receiver being abolished, and it was provided that the applicable
provisions of the act of October 28, 1921 (42 Stat. 208), should be followed in
effecting such consolidations.

Section 2 of that act provides that in case of a vacancy in the office of the regis-
ter by reason of death, resignation, or removal, or in case of inability to act, the
Secretary of the Interior may designate for the period of such vacancy or in-
ability to act, the chief clerk of such office or any other qualified employee of the
department to act as register within the limits stated. By opinion of August
17, 1925, however, the acting solicitor for this department expressed the view
that the authority thus conferred did not contemplate the designation of another
person to act as register when that officer is on duty or in duty status. In view
of the facts recited, the hope is expressed that this proposed legislation may re-
ceive early and favorable consideration by the Congress.
By letter of even date I have forwarded a similar communication and recom-

mendation to the chairman of the Committee on Public Lands and Surveys,
United States Senate.

Very truly yours,
HIIBER,T WORK; Secretary.
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1st Session • No. 690

TO DESIGNATE THE TIMES AND PLACES OF HOLDING TERMS

OF THE UNITED STATES DISTRICT COURT FOR THE DISTRICT

OF NEW JERSEY

APRIL 19 (calendar day, April 28), 1926.—Ordered to be printed

Mr. ERNST, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany H. R. 3745]

The Committee on the Judiciary, to whom was referred the bill
to amend section 96, chapter 5, of the act of Congress of March 3,
1911, entitled "The Judicial Code" (H. R. 3745), having considered
the same, report the same favorably, and recommend that the bill
do pass.

This bill provides that in addition to meeting twice a year at
Newark and twice a year at Trenton, as at present, the United States
district court shall also convene once a year in Camden. It does
not cut out any of the other cities.
The State of New Jersey is about 150 miles long by 60 miles wide.

Newark is in the far northern part of the State; Trenton, the capital

of the State, is located in the central part on the western edge of the

State. Camden is 30 miles below Trenton, and, as it is now, people
living in the south side of the State, where one-third of its population

live, have to travel all the way to Trenton to have their cases tried.
The Department of Justice is in favor of this bill.

0
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FEES FOR CLERKS IN UNITED STATES DISTRICT COURTS

APRIL 19 (calendar day, APRIL 28), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 3444]

The Committee on the Judiciary has had under consideration the
bill S. 3444 and recommends that it do pass without amendment.
This bill changes the existing law in two respects: First, the present
statute provides that any defendant in a criminal case, upon entering
a plea of not guilty, is charged a clerk's fee of $5. Under this bill it
is provided that this fee "shall not be demanded of any such defendant
unless and until by order, judgment, or decree of the court the costs
in the case are taxed and assessed against him." Second, under the
existing statute a defendant in a criminal case, if he desires a copy of
the information or indictment, must pay 15 cents for each folio of
100 words. This bill provides that "such fees shall not be demanded
of any such defendant unless and until by order, judgment, or decree
of the court the costs in the case are assessed against him."

0
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PERMIT THE UNITED STATES TO BE MADE A PARTY

DEFENDANT IN CERTAIN CASES

APRIL 19 (calendar day, APRIL 28), 1926.—Ordered to be printed

Mr. Cummuis, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 3630]

The Committee on the Judiciary has had under consideration the
bill (S. 3630) and recommends that it do pass without amendment.
This bill is to permit the United States to be made a party defendant
in any suit brought to foreclose a prior lien upon property against
which the United States has a junior lien created under the provisions
of section 3186 of the Revised Statutes of the United States. The
propriety of permitting the United States to be sued under such
circumstances is obvious.

It further provides that the suit must be brought in the district
court of the United States for the district in which the property sub-

ject to the lien is situated.
It also provides that no judgment for costs shall be rendered against

the United States, and it fully protects the United States with regard

to any sale of the property under a decree foreclosing the prior lien

0
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1st Session No. 693

CREATING A MIDDLE DISTRICT IN THE STATE OF
GEORGIA

APRIL 19 (calendar day, APRIL 28), 1926.—Ordered to be printed

Mr. CUMMINS, from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 2762]

The Committee on the Judiciary, having had under consideration
the bill (S. 2762) to amend section 77 of the Judicial Code and to
create a middle district in the State of Georgia, recommends that the
bill do pass with the following amendment:

Strike out all after the enacting clause and insert in lieu thereof
the following:
That section 77 of the Judicial Code, as amended, is amended to read as follows:
"SEC. 77. (a) The State of Georgia is divided in three judicial districts, to be

known as the northern, middle, and southern districts of Georgia.
(b) The northern district shall include three divisions, constituted as fol-

lows: The Gainesville division, which shall include the territory embraced on
January 1, 1925, in the counties of Banks, Barrow, Dawson, Forsyth, Habersham,
Hall, Jackson, Lumpkin, Rabun, Stephens, Towns, Union, and White; the
Atlanta division, which shall include the territory embraced on such date in the
counties of Campbell, Carroll, Cherokee, Clayton, Cobb, Coweta, Dekalb,
Douglas, Fannin, Fayette, Fulton, Gilmer, Gwinnett, Heard, Henry, Milton,
Newton, Pickens, Rockdale, Spalding, and Troup; and the Rome division, which
shall include the territory embraced on such date in the counties of Bartow,
Catoosa, Chattooga, Dade, Floyd, Gordon, Haralson, Murray, Paulding, Polk,
Walker, and Whitfield.
"(c) Terms of the district court for the Gainesville division shall be held at

Gainesville on the fourth Mondays in April and November; for the Atlanta
division at Atlanta on the second Monday in March and the first Monday in
October; and for the Rome division at Rome on the third Mondays in May and
November.
"(d) The middle district shall include six divisions, constituted as follows:

The Athens division, which shall include the territory embraced on January 1,
1925, in the counties of Clarke, Elbert, Franklin, Greene, Hart, Madison, Morgan,
Oconee, Oglethorpe, and Walton; the Macon division, which shall include the
territory embraced on such date in the counties of Baldwin, Bibb, Bleckley,
Butts, Crawford, Hancock, Houston, Jasper, Jones, Lamar, Monroe, Peach,
Pike, Pulaski, Putnam, Upson, Washington, and Wilkinson; the Columbus
division, which shall include the territory embraced on such date in the counties



2 CREATING A MIDDLE DISTRICT IN THE STATE OF GEORGIA

of Chattahoochee, Clay, Harris, Marion, Meriwether, Muscogee, Quitman4,
Randolph, Stewart, Talbot, and Taylor; the Americus division, which shall
include the territory embraced on such date in the counties of Crisp, Dooly, Lee,
Macon, Schley, Sumter, Terrell, Webster, and Wilcox; the Albany division,
which shall include the territory embraced on such date in the counties of Baker,
Calhoun, Decatur, Dougherty, Early, Grady, Miller, Mitchell, Seminole, Turner,
and Worth; and the Valdosta division, which shall include the territory embraced
on such date in the counties of Berrien, Brooks, Colquitt, Cook, Echols, Irwin,
Lanier, Lowndes, Thomas, and Tift.
"(e) The terms of the district court for the Athens division shall be held at

Athens on the first Mondays in June and December; for the Macon division at
Macon on the first Mondays in May and November; for the Columbus division
at Columbus on the first Mondays in March and September; for the Americus
division at Americus on the second Mondays in February and July: Provided,
That suitable rooms and accommodations are furnished for holding court at
Americus free of cost to the Government until a public building shall have been
erected, or put into proper condition, for such purpose in said city; for the Albany
division at Albany on the first Monday in April and October; and for the Valdosta
division at Valdosta on the third Monday in March and September.
"(1) The southern district shall include four divisions, to be constituted as

follows: The Augusta division, which shall include the territory embraced on
January 1, 1925, in the counties of Burke, Columbia, Glascock, Jefferson, Lin-
coln, McDuffie, Richmond, Taliaferro, Warren, and Wilkes; the Dublin division,
which shall include the territory embraced on such date in the counties of Dodge,
Emanuel, Jeff Davis, Johnson, Laurens, Montgomery, Telfair, Toombs, Treutlen,
Twiggs, and Wheeler; the Savannah division, which shall include the territory
embraced on such date in the counties of Bryan, Bulloch, Candler, Chatham,
Effiingham, Evans, Jenkins, Liberty, Long, McIntosh, Screven, and Tattnall;
and the Waycross division, which shall include the territory embraced on such
date in the counties of Appling, Atkinson, Bacon, Ben Hill, Brantley, Camden.
Charlton, Clinch, Coffee, Glynn, Pierce, Ware, and Wayne.
"(g) The terms of the district court for the Augusta division shall be held at

Augusta on the first Monday in April and the third Monday in November; for
the Dublin division at Dublin on the third Monday in March and the first on-
day in October: Provided, That suitable rooms and accommodations are furnished
for holding court at Dublin, free of cost to the Goverp.ment, until public building
shall have been erected or put into proper condition for such purpose in said city;
for the Savannah division at Savannah on the second Tuesdays in February,
May, August, and November; and for the Waycross division at Waycross on the
second Mondays in June and December: Provided, That suitable rooms and
accommodations are furnished for holding court at Waycross, free of cost to the
Government, until public building shall have been erected or put into proper
condition for such purpose in said city."
SEC. 2. (a) The district judges for the northern and southern districts of

Georgia in office immediately prior to passage of this act shall be the district
judges for such districts as constituted by this act; and the district attorneys and
marshals for the northern and southern districts of Georgia in office just imme-
diately prior to the passage of this act shall be during the remainder of their
present terms of office the district attorneys and marshals for such districts as
constituted by this act.
(b) The President is authorized to appoint, by and with advice and consent of

the Senate, for the United States District Court for the Middle District of
Georgia, a district judge who shall reside in such district, a district attorney,
and a marshal.

(c) The clerk of the court for each of said districts shall maintain an office, in
charge of himself or a deputy, in the respective divisions of the district, and the
offices for such court shall be kept open at all times for transaction of business of
the court.
SEC. 3. The following acts are repealed:
1. The act entitled "An act to amend section 77 of an act entitled 'An act to

codify, revise, and amend the laws relating to the judiciary,' approved March 3,
1911, approved March 4, 1913;

2. The act entitled "An act to place Barrow County, Georgia, in the eastern
division of the northern district of Georgia," approved March 3, 1915; and

3. The act entitled "An act to place Candler, Jenkins, and Evans Counties,
Georgia, in the eastern division of the southern district of Georgia, and to place
Bacon and Thomas Counties, Georgia, in the southwestern division of the
southern district of Georgia," approved March 3, 1915.
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The showing made in behalf of this bill is very complete. The
recommendation of the conference of senior circuit judges originally
made in 1924 and repeated in 1925 is as follows:

We renew our earnest recommendation of last year for a new district judge in
the district of Maryland in the fourth circuit, as we do that for a new district
judge in Georgia in the fifth circuit. In Georgia the judicial force should be
increased either by putting the new judge in the northern district, or preferably
by establishing a third district in that State with the chief place of holding court
at Macon.

The bill before us adopts the latter view and divides the State into
three districts and provides for the appointment of a district judge
for the middle district and also a district attorney and marshal for
that district. The Department of Justice has added its recommen-
dation to that of the conference of senior circuit judges.
Your committee required a further showing with regard to the

necessity for three judges in the State of Georgia and the Senator
from Georgia, Mr. George, submitted to the committee a showing
as follows:
The Georgia Bar Association, at its annual session in 1925, recommended

that there should be created an additional judicial district in the State of Georgia,
specifically opposing an additional Federal judge for the State.

In this connection permit me to add that in 1915 the Congress passed an act
authorizing an additional judge for the southern district of Georgia. For a time

we had two judges in the southern district of Georgia. The plan did not work
satisfactorily. Conflicts of jurisdiction arose. Members of the bar were quick

to present cases to that judge whose mental reaction they believed to be most
favorable to the particular interests represented by them at the time.

The case of Birch v. Steel (165 Federal Reporter, 577) well illustrates the
inadvisability of giving two judges concurrent jurisdiction in the same territory.

A reading of that case will illustrate the possibility of unfortunate conflicts likely

to arise between two judges, however high minded, exercising concurrent
authority throughout the same territory.
The area of Georgia is 49,000 square miles. The population of Georgia, as

indicated by a State school census of 1925, is over 3,000,000. Alabama, with

an area of 8,000 square miles less and 500,000 less population, has three Federal

judicial districts and three judges. Oklahoma, with more than three-quarters

of a million less population, has three districts and three judges. Tennessee,

with nearly 18,000 square miles less area and more than 500,000 less population,

has three districts and three judges.
A table compiled from data contained in the last annual report of the Attorney

General relating to conditions for the fiscal year ending June 30, 1925, is as

follows:

State
Number
districts

Number
judges

Bankruptcy cases
Civil and 

crbankr
upimin 

tc
al cases (exclusive

of y)

• Filed Pending Filed Termi-
nated Pending

Alabama 3 3 2,438 2,987 1,434 1,748 1, 298

California_ 2 6 2,359 2,637 4, 530 3,968 5, OR

Georgia 2 2 2, 763 1, 250 3, 081 3, 436 4, 100

Illinois 3 6 2,374 4, 768 '4., 171 4, 890 2, 809

Michigan 2 4 904 1,016 2,839 2,974 1,461

Missouri _  2 4 1,433 1, 363 1, 834 1,741 1, 45e,

New York 4 11 4, 510 7, 606 17, 298 17, 044 29,459

North Carolina 2 3 321 598 2,485 2,337 2, 069

Ohio  2 5 607 1,412 2, 192 3,807 2, 247

Oklahoma 3 3 815 1,032 2,903 3,023 1,891

Pennsylvania__  3 6 1,420 4, 579 3, 221 2,825 7,241

Tennessee 3 3 2,009 1,274 3,681 3,967 1,621

Texas  4 7 1,621 1,570 4,670 4,967 2,101
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If the committee considers favorably the creation of an additional district
for the State of Georgia, permit me to say that the present bill divides the
State into three districts, the northern, the middle, and the southern districts.
The northern district embraces the area contained in 46 counties, having a.
population of approximately 1,000,000. The middle district includes the area
contained in 68 counties, with a population of approximately 1,200,000. The
southern district embraces the area included in 47 counties, with a population
of approximately 900,000. At the end of the last fiscal year, including bank-
ruptcy cases, there were pending in the proposed northern district, 1,947 cases;
in the middle district, 1,693 cases; and in the southern district, 1,710 cases.

It is believed that the proposed division of the State makes a very fair divi-
sion of the work. Each one of the districts is certainly sufficient in area, popu-
lation, and business to justify the division of the State into three districts.

Permit me to say from experience that a diligent judge can exhaust the
officers of court under him. The addition of a new judge merely will not greatly
relieve the present deplorable situation in Georgia. In order to relieve the
situation, the Congress must add not only a new judge but multiply the officers
within the existing districts. The addition of deputy marshals and clerks will
not tend to relieve present congestion to the same extent as the creation of a
new district with its judge and separate court officers.
I find it necessary to amend S. 2762, and it is preferable to amend the bill by

striking out all after the enacting clause and substituting Exhibit A, hereto-
attached, the substance of the bill pending in the House.
I am authorized to state that the amendment herewith submitted is desired

by my colleague, Senator Harris, and that he concurs in all of the conclusions
herein stated.

Respectfully submitted.
WALTER F. GEORGE.

With these facts before it, the committee was satisfied of the need
of this additional judicial force in the State of Georgia.
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Mr. CUMMINS. from the Committee on the Judiciary, submitted the
following

REPORT

[To accompany S. 3418]

The Committee on the Judiciary, having had under consideration
the bill (S. 3418) to create an additional judge for the district of Mary-
land, recommends that the bill do pass with the following amendments:
Amend the title by striking out the word "in" and inserting in

lieu thereof the word "for."
Strike out of line 4 the words "and directed."
This bill is favorably reported upon the following showing:
First, the recommendation of the conference of senior circuit

judges at the meetings of both 1924 and 1925, a recommendation
that was emphasized and approved in the report of the Department
of Justice of 1925.
Second, in addition to these recommendations, the committee has

had before it a pamphlet published by the Bar Association of Balti-
more City in February, 1926, entitled "Facts Regarding the Bill
Authorizing an Additional Judge in the District of Maryland," and
it is submitted as a part of this report.
Assuming the facts stated in the publication to be true, and the

committee accepts them without question, there seems to be no doubt
with regard to the need of an additional judge for this district.

FACTS REGARDING THE BILL AUTHORIZING AN ADDITIONAL JUDGE IN THE
DISTRICT OF MARYLAND

BY WHOM RECOMMENDED

The necessity for an additional district judge in the district of Maryland is

recognized and has been recommended by the Chief Justice of the Supreme

Court, the Judicial Council of the United States, the Attorney General, the late

senior circuit judge of the fourth circuit, Circuit Judge John C. Rose, District

Judge Morris A. Soper, District Attorney A. W. W. Woodcock, the executive



2 ADDITIONAL JUDGE FOR DISTRICT OF MARYLAND

committee of the Maryland State Bar Association, the Bar Association of Balti-
more City, the Baltimore Association of Commerce, the Baltimore Association.
of Credit Men, the Real Estate Exchange, and numerous other officials, organiza-
tions, and individuals.
In the Sixty-eighth Congress a similar bill was unanimously reported favorably

by the Committee on the Judiciary of the House of Representatives.
The entire Maryland delegation in Congress is in favor of the bill and each

Member individually is backing it.

VOLUME OF BUSINESS

The figures used exclude bankruptcy cases, in the administration of which
much time is required in the hearing of contested matters and in the supervision
of administrative matters.

1922 1923 1924 1925

Cases docketed 1,043 1,473 1,997 2,847
Cases disposed of 1, 033 1, 347 1, 652 1, 859
Pending at end of year, i. e., July 1 221 347 692 1,680

On February 1, 1926, the.number of cases pending greatly exceeded 1,680.

MARYLAND HAS ONLY ONE DISTRICT JUDGE

The volume of cases disposed of has been made possible only by holding court
for unusually long hours and much night work on the part of the judge. In
addition to actual court work considerable time is consumed in conferences
between the judge and members of the bar both before and after court hours.
Little time is left during the day for study and the consideration of cases awaiting
decision.

COMPARISON

iNumber of
cases termi-
nated per
district

judge in the
United
States

Number of
cases termi-
nated in the
district of
Maryland

1922 
1923 
1924 
1925 

770
907
832

1,042

1, 033
1,347
1, 652
1,859

Number of cases commenced in Maryland in 1925, 2,847.
There is little difference in the ratio of criminal to total business in Maryland

as compared with other districts. Calculated upon the number of cases, the
criminal cases were approximately 70 per cent of the total both in Maryland and
the United States as a whole.

POPULATION

According to the census of 1920, the population of Maryland was 1,449,661,
more than one-half of which were located in Baltimore city. The great bulk of
the cases in Maryland arise in Baltimore or its immediate environs. A large
percentage of the civil cases are important and difficult, and the trials thereof
consume much time. In 1924 one case consumed six weeks in its trial.

ADMIRALTY BUSINESS

The city of Baltimore being a large seaport, a very considerable part of the
time of the court is devoted to admiralty business, and this class of cases like
the others is increasing in volume.
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BANKRUPTCY BUSINESS

3

In addition to all of the above, the bankruptcy cases in the district cou
rt

of Maryland for the year 1924-25 were as follows:

Cases pending July 1, 1924   360

Cases docketed    252

612

Cases concluded    175

Cases pending July 1, 1925 
 437

The bill is a nonpartisan measure, and has the active support of t
he bar of

the State as well as city, irrespective of party affiliations. As a matter of fact a

very large majority of the bar of Baltimore are members of the Demo
cratic

Party.
We have been particularly fortunate in having a district judge o

f untiring

industry and good health. He has been compelled to do more than th
e average

judge or lawyer could stand. The limit of his endurance has been reached, and

further, if he should be so unfortunate as to contract a protracted i
llness, the

docket would be a hopeless mass of confusion. As has been seen the business of

the district is increasing by leaps and bounds, 273 per cent in four
 years.

The feeling of the bar can probably best be shown by quoting in ful
l a resolu-

tion passed by the executive committee of the Maryland State Bar
 Association.

It reads as follows:
"The executive committee of the Bar Association of Maryland

 respectfully

represents to the Senators and to the Members of the House of R
epresentatives

from Maryland, and to the members of the Judiciary Committee
s of each of

the Houses, that to their personal knowledge the need of a
n additional United

States district judge for the district of Maryland is instant a
nd urgent. The

present judge of the district keeps his court in session for unus
ually long hours,

and he is gifted with an exceptional capacity for the promp
t dispatch of business.

Nevertheless, the new cases annually instituted greatly exceed th
e number with

which it is possible for any one judge to deal, so that the leng
th of the pending

docket of the court is steadily and rapidly increasing. Speedy trials are no

longer possible. Persons mistakenly accused are kept for long periods under

the shadow of unmerited charges and the guilty have no 
fear of speedy justice

overtaking them.
"On the civil side of the court, the enforced delays are so g

reat as to amount

in some instances to a denial of justice.
"The Judicial Council of the United States has twice recom

mended that an

additional judge be provided. The Department of Justice has concurred in this

recommendation. Without legislation, nothing further can be done and we are,

therefore, constrained to appeal to you for immediate ac
tion to relieve a condi-

tion of things which is already intolerable and which threa
tens speedily to be-

come scandalous."
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Mr. WILLIS, from the Committee on Commerce, submitted the
following

REPORT

[To accompany II. R. 3858]

The Committee on Commerce, to whom was referred the bill
H. R. 3858, having considered the same, report it back without
amendment and recommend its passage.
The reasons for this legislation are clearly set forth in the report

made in the House of Representatives. A portion of this report is
as follows:

For a number of years the Department of Commerce has maintained a Foreign
Service. That service, while developed under congressional authorization, has
never had a fixed and definite legislative status. To provide such a status is the
principal purpose of this bill.

This Foreign Service had its beginning in an appropriation act of February 3,
1905, and because of the invaluable service rendered and the growing need for
it the service has steadily grown. In addition to providing a fixed status this
bill provides a clearer statement of the duties of the service and a more definite
classification of personnel. It is believed that this will materially improve the
efficiency of the service. The bill sets up no new machinery and involves no
real departure from what is now being done.
The bill is substantially the same as the one reported by the committee in the

last session of Congress (H. R. 4517, 68th Cong.). In view of the fact that
comprehensive hearings were had on that bill the committee deemed it unnecessary
to conduct new hearings. The former hearings were reported and printed.

It is unnecessary to emphasize the growing need for a unified and stragetic
direction of American trade promotion abroad. The need for such centralized
guidance of trade promotion has assumed extraordinary importance since the
war and will be further magnified with the return of Europe to normal competition
with the United States in world markets. Such a development is now actively
under way.
The problem of the disposal of American surpluses to assure a stability both in

trade and industry of every character make it indispensable that the United States
maintain an expert foreign trade service in the major areas of the world. This
need obtains both as to manufactured products and farm commodities, and was
stressed before the committee by representatives of commercial, industrial, and
exporting organizations, by farmers' cooperative associations, and others. It is
the overwhelming testimony of informed witnesses that this Foreign Service of
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the department is giving an invaluable service in market finding and in furnishing
accurate and impartial information as to conditions abroad.
The service now has 40 offices abroad, including those in South America. The

personnel consists of 16 commercial attaches, 40 trade commissioners, and 45
assistant trade commissioners. The functions of commercial attaches and trade
commissioners are identical. The former, however, being attached to embassies
or legations, outrank the latter, who are attached to less important offices. It is
believed that nowhere in the Government service are to be found men more com-
petent and alert.
No attempt will be made in this report to summarize the work and accom-

plishments of the Foreign Service. An indication of the volume of the work
done may be had from the fact that in the last fiscal year over 2,000,000 definite
commercial services were rendered. The annual report of the bureau in the
Department of Commerce gives an illuminating statement covering the wide
scope and important nature of these activities.
The bill defines the duties of these foreign trade representatives and provides

for their classification into various grades. It fixes a specific salary range and a
larger per diem than now allowed the Department of Commerce officers. The
per diem allowance is the same as that provided in the Rogers Act, which deals
with the Diplomatic Service. Unlike the Rogers Act, however, the bill carries
no retirement features. A specific salary range is provided, substantially the
same as the salaries now beinc, paid. The maximum salary that may be paid is
increased from $9,500 to $107000, in order to meet a need as to one or two of
the most important offices.

Provisions suggested by the Department of State are included in order to
prevent any conflict of authority at these foreign posts. Harmonious action by
the various representatives of thf; United States abroad is sought and the avoid-
ance of all duplication of effort in so far as possible in the interest of economy
and efficiency.
The committee believes that this bill will put the very valuable and very

important work being done by this Foreign Service bureau upon a stable basis
and insure its capacity to meet with increasing efficiency the growing demands
that are being made upon it.
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AND SAILORS OF THE CIVIL WAR, MEXICAN WAR, AND TO
CERTAIN WIDOWS, ETC.

APRIL 29, 1926.—Ordered to be printed

Mr. NORBECK, from the Committee on Pensions, submitted the.
following

REPORT

[To accompany S. 40591

The Committee on Pensions, to whom was referred the bill (S. 4059)
granting pensions and increase of pensions to certain soldiers, sailors,
and marines of the Civil and Mexican Wars, and to certain widows of
said soldiers, sailors, and marines, and to the widows of the War of
1812, and Army nurses, and for other purposes, having considered'
the same, report the bill back to the Senate without amendment and,
recommend that the bill do pass.

Rates based on service in different wars

SURVIVORS
Indian wars:

Acts July 27, 1892, June 27, 1902, and May 30, 1908 
,Act Feb. 19, 1913 
Act Mar. 4, 1917 

Mexican War:

$'S'
20'
20'

Act Jan. 29, 1877 g
Acts Jan. 5, 1898, and Apr. 23, 1900, certain survivors 12 '
Act Mar. 3, 1903, all survivors 12-
Act Feb. 6, 1907—

At 62 years 12'
At 70 years 15,
At 75 years  20

Act May 11, 1912 30P
Act May 1, 1920 504
Act May 1, 1920, if requiring regular aid and attendance 72',

S R-69-1—vol 2-63
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Civil War:
Act June 27, 1890, in its original form, and also as amended by the
act May 9, 1900 $6-12

Act Feb. 6, 1907-
At 62 years  12
At 70 years  15
At 75 years  20

Act May 11, 1912   13-30
Act June 10, 1918  30-40
Act May 1, 1920  50
Act May 1, 1920, if requiring regular aid and attendance  72

War with Spain, Philippine insurrection, Boxer rebellion: Survivors, act
June 5, 1920  12-30

ARMY NURSES
Civil War:`

Act Aug. 5, 1892  12
Act May 1, 1920  30
War with Spain, Philippine insurrection, Boxer rebellion: Acts June
5, 1920, and Sept. 1, 1922  12-30

WIDOWS AND MINORS
Revolutionary War:

Act Mar. 9, 1879, widows only  8
Act Mar. 19, 1886, widows only  12

War of 1812:
Act Mar. 9, 1878, widows only  8
Act Mar. 19, 1886, widows only  12
Act Sept. 8, 1916, widows only  20
Act May 1, 1920, widows only  30

Indian wars:
Acts July 27, 1892, June 27, 1902, and May 30, 1908, widows only  8
Act Apr. 19, 1908, Mar. 4, 1917, sec. 1, widows only  12

Mexican War:
Act Jan. 29, 1887, widows only  8
Act Apr. 19, 1908, sec. 1, widows only  12
Act Sept. 8, 1916, widows only  20
Act May 1, 1920, widows only  30

Civil War:
Act Mar. 19, 1886, widows and minors  12
Act June 27, 1890, in its original form, and as amended by the act of
May 9, 1900, widows and minors  8

Act Apr. 19, 1908, widows and minors  12
Act Sept. 8, 1916, widows and remarried widows  20
Act Oct. 6, 1917, widows only  25
Act May 1, 1920, widows, remarried widows, and minors  30
War with Spain, Philippine insurrection, and Boxer rebellion-

Act July 16, 1918, widows and minors  12
Act Sept. 1, 1922, widows, remarried widows, and minors  20

From and after July 25, 1866, a widow is entitled, under the pro-
visions of section 4703, Revised Statutes, to the sum of $2 per month
additional on account of each legitimate minor child of the deceased
soldier or sailor (in her care and custody, if by his former marriage)
until such child reaches the age of 16 years. Where the widow has
.died, remarried, or has no title, the minor children under 16 years
,of age may be entitled to the pension.

In claims under the act of June 27, 1890, both in its original and
.amended forms, the additional pension of $2 per month is granted.
In addition, provision is made in said act for the continuance of
pension granted to an insane, idiotic, or otherwise physically or men-
tally helpless minor child during its life or during the period of
disability. This proviso is applicable to minors' claims under any
statute.
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The act of May 1, 1920, provides for an additional rate of $6 per
month instead of $2 on account of each minor child of the officer or
enlisted man of the Civil War. The act of September 1, 1922, pro-
vides for an additional rate of $4 instead of $2, on account of each
minor child of the officer or enlisted man in the war with Spain.
Philippine insurrection, or Chinese Boxer rebellion campaigns.

WORK OF PENSION BUREAU

Abstract of report of the condition of the work of the Bureau of Pensions for
the month beginning March 1, 1926, and ending March 31, 1926.

Changes in pension roll

Number of pensioners on roll Feb. 28, 1926 
Gains to the roll:

507, 170

Soldiers 1,947
Widows, etc 1,163

3, 110

Total 510, 280
Losses to the roll:

By death-
Soldiers 
Widows, etc 

2,
2,
585
411

4,996
For other reasons-

Soldiers 11
Widows, etc 116

127
5, 123.

Number of pensioners on roll Mar. 31, 1926 505, 157
Net loss 2, 013

Amount paid during month of March, 1926 $17,206, 783. 16

NOTE.-The above table does not include gains and losses to class.

Changes in pension roll, by classes

REGULAR ESTABLISHMENT

Number of soldiers on roll Feb. 28, 1926  12, 786
Total gains during March  120

12, 906
Losses:

By death 
For other reasons 

Number of soldiers on roll Mar. 31, 1926 
Net gain  

Amount paid during month of March, 1926 

36
29

65

12, 841
55

$228, 954. 32

Number of widows, etc., on roll Feb. 28, 1926 3, 853
Total gains during March 33

3, 886
Losses:

By death 19
For other reasons 7

26

Number of widows, etc., on roll Mar. 31, 1926 3, 860
Net gain 7

Amount paid during month of March, 1926 $80, 896. 16
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CIVIL WAR

Number of soldiers on roll Feb. 28, 1926 
Total gains during March 

114,657
21

Losses:
By death  2, 285
For other reasons  11

114,678

2, 296

Number of soldiers on roll Mar. 31, 1926 
Net loss 

112, 362
2, 275

Amount paid during month of March, 1926 $6,988, 609. 05

Number of Army nurses on roll Feb. 28, 1926 57
No gains or losses during March.

Number of Army nurses on roll Mar. 31, 1926 57
Amount paid during month of March, 1926 $1, 700. 00

Number of widows, etc., on roll Feb. 28, 1926 232,599
Total gains during March 791

233,390
Losses:

By death 2,322
For other reasons 56

2, 378

Number of widows, etc., on roll Mar. 31, 1926 231, 012
Net loss 1, 587

Amount paid during month of March, 1926 $7,080, 751. 62

WAR WITH SPAIN

Number of soldiers on roll Feb. 28, 1926 114,985
Total gains during March 1,910

116,895
Losses:

By death 231
For other reasons_ 109

340

Number of soldiers on roll Mar. 31, 1926 116, 555
Net gain 1, 570

Amount paid during month of March, 1926_ $3,099, 313. 26

Number of Army nurses on roll Feb. 28, 192€L 191
Total gains during March 5

196
No losses.

Number of Army nurses on roll Mar. 31, 1926 196
Net gain 5

Amount paid during month of March, 1926.. $3, 889. 30

Number of widows, etc., on roll Feb. 28, 1926 19, 863
Total gains during March 313

20, 176
Losses:

By death 35
For other reasons 57

92

Number of widows, etc., on roll Mar. 31, 1926 20, 084
Net gain 221

Amount paid during month of March, 1926_ $514, 031. 49
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MEXICAN WAR

Number of soldiers on roll Feb. 28, 1926 
No gains or losses during March.

Number of soldiers on roll Mar. 31, 1926 
Amount paid during month of March, 1926 $2,

5

9

9
124. 20

Number of widows on roll Feb. 28, 1926 1, 144
No gains during March.

Losses by death 15

Number of widows on roll Mar. 31, 1926 1, 129
Net loss 15

Amount paid during month of March, 1926 $33,464. 00

INDIAN WARS

Number of soldiers on roll Feb. 28, 1926 3, 879
Total gains during March 29

3, 908
Losses by death 33

Number of soldiers on roll Mar. 31, 1926 3, 875
Net loss 4

Amount paid during month of March, 1926 $113,605. 29

Number of widows on roll Feb. 28, 1926 3, 057
Total gains during March 30

3, 087
Losses by death 20

Number of widows on roll Mar. 31, 1926 3, 067
Net gain 10

Amount paid during month of March, 1926 $57,485. 47

WORLD WAR

Number of soldiers on roll Feb. 28, 1926 49
No gains or losses during March.

Number of soldiers on roll Mar. 31, 1926 49
Amount paid during month of March, 1926 $869.00
Number of widows on roll Feb. 28, 1926 21

No gains or losses during March.
Number of widows, etc., on roll Mar. 31, 1926 21
Amount paid during month of March, 1926 $490.00

WAR OF 1812-WIDOWS

Number of widows on roll Feb. 28, 1926 20
No gains or losses during March.

Number of widows on roll Mar. 31, 1926 20
Amount paid during month of March, 1926 $600.00

Claims for pension

Pending Feb. 28, 1926 
Received during March 

37,
11,

455
810

To be accounted for 49, 265
Admitted 8,526
Rejected 2,262
Abandoned 536

Total disposed of 11,324

Pending Mar. 31, 1926 37,941
Net gain 486
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Claims for accrued pension
Pending Feb. 28, 1926 $3, 519
Received during March 762

To be accounted for $4,281
Admitted 935
Rejected 8
Abandoned 144

Total disposed of 1, 087

Pending Mar. 31, 1926 3, 194
Net loss 325

Claims for reimbursement
Pending Feb. 28, 1926 1, 389
Received during March 320

To be accounted for 1, 709
Admitted 257
Rejected 35

Total disposed of 292

Pending Mar. 31, 1926 1, 417
Net gain 28

Claims for, one-half pension
Pending Feb. 28, 1926 71
Received during March 13

To be accounted for 84
Admitted 9
Rejected 6

Total disposed of 15

'Pending Mar. 31, 1926 69
Net loss 2

PENSION CLAIMS

The number of new claims filed continued to gain during the month. How-
ever, the net gain was kept at a low figure by a disposal of 12,718 claims. At this
rate it is believed the net gain for the quarter of 2,370 claims will be materially
reduced in April, as the receipts will probably decrease.

Comparative figures

January February March

On hand, first of month 40, 251 41, 163 42, 434
Received during month 11, 174 12, 035 12,905
Disposed of during month 10, 262 10, 764 12, 718
On hand, end of month 41, 163 42, 434 42, 621
Net gain to the files 912 1,271 187

WINFIELD SCOTT,
Commissioner of Pensions.



Statement showing, by classes, the different monthly rates paid to pensioners under general pension laws, 
and the number at each rate on the roll

June 30, 1925

[From report 'Of Commissioner of Pensions]

Regular estab-
lishment

Civil War War with Spain Mexican War Indian wars

War of

Rate Act May 1, 1920 General laws General laws Act Act June 5, 1920 1812,

Soldiers
Widows,Sept.

etc.

1,
1922,

widows
Soldiers Widows Soldiers Widows

- Soldiers Widows'etc. Soldiers Widows'etc. Nurses Soldiers
Widows,

etc.
widows,

etc.
Soldiers Nurses

$6 2, 846  5  2, 465  

$8 1.460  7  900   • 

$10 1,144  4  

$12 1,486 2,188  6 14  821 16  36,825 48  1  2,842

$15  87 21  1  60 1  25,627 35  

$17  1,552 32  4 10  643 4  

$18 7  1  17, 075 38  

$20  58 312  2 8  81 1,558 15,478 10 3,733 5

$24 761  4  413  7,165 19  

$25 46 538  558  18 864  
- 32

$30 839 185  236,354 6 77 46 36 16  6,935 20 20  1,195 11  

$50 117  78,738  42  67  10  

$60 170  241  77  

$65 94  118  43  

$72  114  46,700  344  74  7  

$100 34  100  13 _ . 

10,815 3,276 125,438 236,354 883 668 46 6,667 2,459 15,478 93,627 160 20 17 1,206 3,744 2,879

In addition to the above, there were on the roll June 30, 1925, 1,354 pensioners at miscell
aneous rates ranging from $3 to $117.143/ per month, and 68 pensioners of the World War

receiving from $6 to $100 per month.
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PENSIONS AND INCREASE OF PENSIONS

The amount appropriated for the payment of pensions for the
fiscal year ending June 30, 1926, is $197,000,000. From the best
information at hand there will be a deficiency of about $11,000,000,
which will have to be taken care of through general deficiency bill.
The appropriation for payment of pensions for the next fiscal year

,ending June 30, 1927, is $192,000,000.
At the end of the fiscal year June 30, 1925, according to the annual

report of the Commissioner of Pensions, there were 125,438 soldiers
.on the pension roll under the age and service act of May 1, 1920. It
also appears from same source that 78,738 Civil War soldiers were
in receipt of a pension of $50 a month under that act and that 46,700
'were drawing $72 a month because they required the aid and attend-
ance of another person.

According to a statement issued by the Commissioner of Pensions
and published in the issue of the National Tribune of April 15, 1926,
there were on the pension roll March 31, 1926, 112,326 Civil War
soldiers. It is estimated that about one-half of them, or 56,181, are
now getting $50 a month and that the other half are getting $72.

Section 1 of this bill proposes to increase those getting $50 to $72,
making an annual increase to each one of $264, which would entail an
additional cost of $14,831,784.
The phraseology of section 1 is changed from that in the act of

May 1, 1920, in that it provides a rate of $90 for those soldiers who
are totally helpless or blind." This class of soldiers would receive
an annual increase of their pensions of $216. There is no available
.data to show how many soldiers could qualify under this description,
as that would be a matter for the Commissioner of Pensions to
determine. Probably not more than 20 per cent, or about 11,236 of
those now getting $72 would be increased to $90. If this guess is
anywhere near correct, it would entail an additional cost of $2,426,976.
If only 10 per cent should be able to establish title to the $90 rate,
then the additional cost would amount to only $1,213,488. The
total cost, then, on account of the soldiers, would be either $17,-
258,760 or $16,045,272.

Section 2 of this bill provides for an increase of the rate of pension
of widows and remarried widows of soldiers who served in the Civil
War who married the soldier prior to June 27, 1905, and who have
attained the age of 75 years from $30 to $40 a month.

Section 3 provides an increase of pension from $30 to $40 a month
for widows of soldiers who served in the War of 1812 and in the
Mexican War.
There were on the pension roll March 31, 1926:

Civil War widows 231,012
War of 1812 widows 20
Mexican War widows 1, 160

Total_ 232,192



Ages:
42 
48_ 
49_ 
<50 _  
52 
53... 
54  
55 
56  
57 
58 

PENSIONS AND INCREASE

Civil War widows now on

Number
488
488
488
488
488

1,466 466
977
488

1, 466
1, 466
977

OF PENSIONS

the rolls and ages thereof

Ages:
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 

9

Nunber
13, 192
14 658,
18, 078
14, 170
8, 795
3, 420
4, 886
3, 909
1, 954
3, 420
2, 443

59 2,443 89 1,954
60 977 90  488
61 3, 420 91 488
62 2, 443 94 488
63 2, 932

257, 00064 6, 352 Total 
65 4, 886

60 to 72, inclusive 80, 13266 7, 329
67 7,329 60 to 73, inclusive_ _ ___ 95, 279
68 6, 352 60 to 74, inclusive 107,494

69 5,375 T_Inder 60 11,723

70 7,818 63 and under 21,495
71 11,238 64 and over 235„505
72 13, 681 64 to 69, inclusive 37, 633

73 15, 147 70 and over 197,882

74 12,215 73 and over 165, 145

75 15, 147 74 and over 149,998

76 15,635 75 and over 137,783

77 14,658

This approximation was made in 1923, and, no doubt, is still
substantially correct. •
Of the. Civil War widows now on the roll, it is estimated that about

138,000 are over the age of 75 years, to which must be added 20
widows of the War of 1812 and 1,160 Mexican War widows, making
a total of 139,180 widows who would receive the increased rate
provided in this bill of $10 a month or $120 a year. The additional

,cost would amount to $16,701,600.
Section IV of this bill provides an increase of the rate of pension

for Army nurses from $30 to $50.
On March 31, 1926, there were on the pension roll 57 Army nurses.

This item of increase would cost $13,680.
Section V of the bill provides that a widow or remarried widow

who married soldier subsequent to March 3, 1899, even though she

did not live continuously with him until his death, shall not be

denied a pension, provided the separation was not brought about by

fault on her part.
It was provided in the act of March 4, 1899, that if a soldier

•deserted his lawful wife and she was a woman of good moral char-

acter and in necessitous circumstances, she should be paid one-half

,of his pension. It was further provided that if she married the

soldier subsequent to the passage of said act she must live with him

.continuously until his death in order to get a pension as his widow.

It was a rule of the Bureau of Pensions that if the continuity of

the cohabitation was broken by act of desertion by the soldier the

widow's title would not be defeated, but that if she deserted the

soldier such conduct on her part would work a forfeiture of her



10 PENSIONS AND INCREASE OF PENSIONS

pensionable rights. This rule continued in force until the decisin
of the honorable Assistant Secretary of the Interior in the case of
Mary Rumbold, dated March 27, 1917.
By the operation of said decision it was held that "it makes no

difference who was to blame for the separation of the parties or who
was at fault." This decision created the anomalous condition of
permitting a wife to draw one-half of the soldier's pension while he
lived, and then after his death she could not get a widow's pension
because soldier had deserted her without any fault on her part.
In other words, a soldier, by deserting his wife, could bar her title
to pension as his widow. The provision in the present bill merely
undertakes to reestablish the practice of the Bureau of Pensions
which obtained prior to the decision in the Rumbold case.

Section VI of the bill merely restores the pensionable right to a
certain class of persons to whom Congress has heretofore extended
that right but for various and sundry reasons do not now come within
the purview of the age and service acts. The act of July 14, 1862,
passed under the stress of war, now known in part as section 4693,
Revised Statutes, provided as follows:

SECTION 4693, REVISED STATUTES

The persons entitled as beneficiaries under the preceding section are as fol-
lows:

First. Any officer of the Army, including regulars, volunteers, and militia, or
any officer in the Navy or Marine Corps, or any enlisted man, however employed,
in the military or naval service of the United States, or in its Marine Corps,
whether regularly mustered or not, disabled by reason of any wound or injury
received, or disease contracted, while in the service of the United States and in
line of duty.

Second. Any master serving on a gunboat, or any pilot, engineer, sailor, or
other person not regularly mustered, serving upon any gunboat or war vessel of
the United States, disabled by any wound or injury received, or otherwise inca-
pacitated, while in the line of duty, for procuring his subsistence by manual labor.

Third. Any person not an enlisted soldier in the Army, serving for the time
being as a member of the militia of any State, under orders of an officer of the
United States, or who volunteered for the time being to serve with any regularly
organized military or naval force of the United States, or who otherwise volun-
teered and rendered service in any engagement with rebels or Indians, disabled
in consequence of wounds or injury received in the line of duty in such temporary
service. But no claim of a State militiaman, or nonenlisted person, on account
of disability from wounds, or injury received in battle with rebels or Indians,
while temporarily rendering service, shall be valid unless prosecuted to a successful
issue prior to the 4th of July, 1874.

Fourth. Any acting assistant or contract surgeon disabled by any wound or
injury received or disease contracted in the line of duty while actually performing
the duties of assistant surgeon or acting assistant surgeon with any military force
in the field, or in transitu, or in hospital.

Fifth. Any provost marshal, deputy provost marshal, or enrolling officer dis-
abled, by reason of any wound or injury, received in the discharge of his duty,
to procure a subsistence by manual labor.

Under the prevailing practice in the Bureau of Pensions, only those
persons mentioned in the first section of section 4693 are recognized
as having a pensionable status under any of the age and service acts
passed by Congress. The service of all of these persons was essential
in the successful prosecution of the war. The following excerpt taken
from a digest of the pension laws published in 1885, pages 456 and
457, is particularly applicable to the class of persons rraxnvd in section
3 of section 4693, Revised Statutes:



PENSIONS AND INCREASE OF PENSIONS

DECISION OF THE SECRETARY OF THE INTERIOR

11

Volunteers or militia, not regularly mustered into the service of the United
States, although not under the orders of a United States officer, or serving with
any regularly orgpmized military force of the United States, who have rendered
service in any engagement with rebels against the United States, or with Indians
at war at the time of the engagement, are entitled to pension under paragraph 3,
section 4693, Revised Statutes. (Chandler, Z., secretary. May 27, 1876. Ctf.
No. 173889. Luskey, Johanna, vol. 4, p. 306.)
(NoTE.—This decision was rendered with reference to the militia of Brown

County, Minn., called out by the authorities of that State at the time of the
outbreak of the Sioux Indians. United States troops had been ordered to repel
the attack, but had not arrived when the action took place at New Ulm, August
23, 1862, and no United States officers were present. This decision reversed a
decision of Secretary Cox (J. D.), in same case, dated October 21, 1870, and one
of Secretary Columbus Delano in case of the miners of Max Haack, certificate
No. 205934, May 27, 1871, vol. 1, p. 105. It was substantially reversed
by decision of Secretary Carl Schurz, in case of Jacob Nix, certificate No. 216948,
August 7, 1877, vol. 5, p. 170, and was finally reaffirmed by decision of
Secretary H. M. Teller, in case of Max Haack, above referred to, March 4,
1884, vol. 11, p. 143. All claims of this class are now subject to the limitation
imposed by par. 3, sec. 4693, Revised Statutes, and, unless complete prior to
July 4, 1874, must be rejected.)

RULING OF THE COMMISSIONER OF PENSIONS

(Ruling No. 63. May 17, 1876)

The words "or otherwise volunteered and rendered service in any engagement
with rebels or Indians," in paragraph 3 of section 4693, Revised Statutes, are
construed to include only persons who rendered service to the General Gov-
ernment.

Persons rendering service simply to the local inhabitants or author-
ities, municipal or State, are not included.
The other acts mentioned in section 3 of the present bill refer to

persons whom Congress has from time to time given a pensionable
status and are here specifically enumerated, because said acts, being
in the nature of special legislation, do not come within the scope of
general legislation unless so provided.

These several persons are comparatively few in number. There
is no way of ascertaining the exact number. They are all old and
most of them in indigent circumstances. After the lapse of a half
century the committee is not inclined in any manner to estimate the
quality of their service. The Government at the time thought their
services were needed, and we are content to abide by that conclusion
and accept the accruing responsibility. It is rather too late to ques-
tion the judgment of the men who conducted the affairs of the Gov-
ernment at that time or to impugn the integrity of the men who lent
their small mite in accomplishing a successful termination of hos-
tilities.

Section VII: This section provides automatic increase for persons
pow on the pension roll, and for those not now on the roll the pensions
will commence from date of filing application in the bureau. It also
prevents cancellation of checks where the pensioner died after the
check was issued.

Section VIII regulates attorneys' fees and follows usual form in
such matters.

Section IX: This section modifies any existing law to conform to
the provision of this bill.
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It is estimated that 26,000 widows now on the pension roll were the
wives of soldier during the period of his military service.
There are 957 Civil War widows on the pension roll with minor

children.
The aggregate cost of this bill is estimated at $33,304,032.
In fixing the rates in this bill the committee has not been unmindful

of the fact that the Civil War soldier and his widow were given an
increase in the rate of pension in 1920, and has therefore undertaken
to limit present benefits to those who, by reason of the infirmities of
age, are in need of additional financial assistance.

0



Calendar No. 721
69TH CONGRESS } SENATE { REPORT

1st Session No. 713

TO PROVIDE A WATER SYSTEM FOR THE INDIANS LIVING AT

THE DRESSLERVILLE INDIAN COLONY, NEAR GARDNERVILLE,

NEV.

APRIL 29, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted
the following

REPORT

[To accompany S. 3039] ,

The Committee on Indian Affairs, to whom was referred the bill
(S. 3039) to provide a water system for the Indians living at the
Dresslerville Indian colony, near Gardnerville, Nev., having con-
sidered the same, report favorably thereon, with the recommenda-
tion that the bill do pass without amendment.

This bill has the approval of the Secretary of the Interior_, as is
set forth in letter from him under date of March 16, 1926, which is
attached hereto and made a part of this report.

DEPARTMENT OF THE INTERIOR,
Washington, March 16, 1926.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.

MY DEAR SENATOR HARRELD: I am in receipt of your communication of
February 9, 1926, requesting a report on Senate bill 3039 to provide a water
system for the Indians living at Dresslerville Indian Colony, near Gardnerville,
Nev.
When this colony was first settled by the Washo Indians of Carson Valley,

Nev., about 10 years ago, a well 42 feet deep was dug to supply the inhabitants

with water. This well is totally inadequate to supply water for the 200 Indians
living there now. Furthermore, it has become polluted by rats and gophers and
is unfit for use. At the present time the people there get their water from a well

at the public school. This arrangement is very inconvenient for the Indians and
very unsatisfactory to the school authorities. The water obtained can only be

used for domestic purposes, as the land on which the colony is located is so situ-

ated that irrigation is necessary and the carrying of water for other than domes-

tic purposes is not practicable.
. The installation of a water system there will require the sinking and casing of

a well, about 6-inch diameter, and about 150 feet deep; the erection of a steel
tank of about 1.0,000 gallons capacity; the erection of a concrete base for the tank,
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with room for the pump, engine, etc.; the purchase and installation of a pump
and engine; the laying of about 5,280 feet of 2-inch galvanized iron pipe, with
fittings, connections, etc.

It is reported that the Indians are willing to contribute the labor to excavate
trenches for the water pipe, and render such other assistance as they are able
to do.
The installation of an adequate water system is urgently needed and therefore

favorable action on this bill is recommended.
By letter dated March 3, 1926, the Director of the Budget advises that the

report is not in conflict with the President's financial program.
Very truly yours,

HUBERT WORK.



Calendar No. 722
69TH CONGRESS } SENATE REPORT

1st Session No. 714

TO CONFIRM TITLE TO CERTAIN LANDS IN STATE OF OKLAHOMA
TO SAC AND FOX NATION OR TRIBE OF INDIANS

APRIL 29, 1926.—Ordered to be printed

Mr. HARRELD, from the Committee on Indian Affairs, submitted the
following

REPORT

[To accompany S. 3981]

The Committee on Indian Affairs, to whom was referred the bill
(S. 3981) to confirm the title to certain lands in the State of Okla-
homa to the Sac and Fox Nation or Tribe of Indians, having con-
sidered the same, report favorably thereon with the recommendation
that the bill do pass with the following amendment:
In line 9, after the word "buildings," insert the words "and all

improvements."
This bill has the approval of the department, as is set forth in

letter from the Acting Secretary of the Interior under date of April
24, 1926, which is attached hereto and made a part of this report.

Hon. J. W. HARRELD,
Chairman Committee on Indian Affairs,

United States Senate.
MY DEAR SENATOR HARRELD: Referring to your request of April 16, 1926

for a report on Senate bill No. 3981, "A bill to confirm the title to certain lands
in the State of Oklahoma to the Sac and Fox Nation or Tribe of Indians," this
is identical with H. R. 10610, as amended according to the suggestions from this
department made in our report of April 10, 1926, to the Chairman of the Com-
mittee on Indian Affairs in the House. The facts and conditions which led to
our favorable report on that bill with the amendment which has been incorporated
in Senate bill 3981 are as hereinafter set forth:
The 640 acres described in the bill appear on the Sac and Fox records in the

Indian Office as "Reserved for Government purposes." ' The reserve was made
in fulfillment of the terms of article 1 of the agreement with the Sac and Fox
Nation approved by Congress in the act of February 13, 1891 (26 Stats. 749,
750). This article contained a provision for retention from cession, to remain
the'property of the Sac and Fox Nation, of the 160 acres on which the agency

DEPARTMENT OF THE INTERIOR,
Washington, April 24, 1926.
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was situated; but with regard to the tract needed for school and farm purposes

the article provided as follows:
'And the section of land now designated and set apart near the Sac and Fox

Agency for a school and farm shall not be subject either to allotment to an

Indian or to homestead entry under the laws of the United States, but shall

remain as it now is and kept for school and farming purposes so long as said

Sac and Fox Nation shall so use the same: Provided, however, That at the time

allotments are being taken, as hereinafter provided for, the national council of

said Sac and Fox Nation may release from the operation of this part of the

agreement one or more quarters of said school section of land, and such part or

parts so released shall thereby become subject to allotment hereunder or to home-

stead entry. And for each quarter of said school section so released the said

national council shall have the right to select anywhere in said reservation another

quarter section of land, except in section 16 and section 36 of any congressional

township, to be held as said school section is provided herein to be held so long

as said Sac and Fox Nation shall use the same for school purposes or for farming

purposes in connection with this said school."
The lands described in the bill were not included in the schedule of lands QU

which payment was made to the tribe in accordance with the stipulations con-

tained in article 4 of the agreement. The lands were used for school and farming

purposes until the school was closed by the Government in conformance to the

policy of placing Indian children in the public schools wherever practicable. It

is understood that the Indians wish to maintain a school at their own expense,

using one or more of the buildings for that purpose. Whether such a school

be established by the Indians or not, there seems no reason .why the title to the

lands should not now be confirmed to the tribe. Confirmation of title, as pro-

posed in the bill, would be equitable and would fully protect the rights of the

tribe. It is therefore hoped that the bill will he enacted.
Very truly yours,

E. C. FINNEY, Acting Secretary.

0
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69TH CONGRESS } SENATE REPORT

1st Session No. 715

LIGHTHOUSE SERVICE

APRIL 29, 1926.—Ordered to be printed

Mr. JONES of Washington, from the Committee on Commerce', sub-
mitted the following

REPORT

[To accompany H. R. 108601

The Committee on Commerce, to whom was referred the bill
(H. R. 10860) to authorize the Secretary of Commerce to dispose of
certain lighthouse reservations, and to increase the efficiency of
the Lighthouse Service, and for other purposes, have considered the
same and report thereon with an amendment, and as so amended,
recommend that the bill do pass.
Page 9, after line 4, insert a new paragraph as follows:

(14) To release or quitclaim by quitclaim deed unto Doctor Mefford Runyon.

the right of way of the United States of America at Edgartown, in the county

of Dukes and the Commonwealth of Massachusetts, commencing on the south-

erly side of North Water Street at the westerly side of lands formerly of Therese

M. Raymond, now of Doctor Mefford Runyon; thence running southerly along

the westerly side of said lands about one hundred feet; thence southeasterly

across said lands, also other lands of Doctor Mefford Runyon, purchased by him,

from Mary J. Francis, about one hundred and thirty feet to lands now or formerly

of Albert H. Storer, and there terminating. Said right of way being from

fifteen feet to twenty feet in width, and being so much•of the right of way as
was granted to the United States of America by Seth Vincent and others, by

deed dated July 30, 1828, and recorded in book 23 of deeds for Dukes County,

Massachusetts, on page 223, as lies within the boundaries of the two tracts above

mentioned conveyed to Doctor Mefford Runyon; the first by deed from Mary J.

Francis, bearing date November 7, 1896, and recorded in book 98 of deeds for

Dukes County aforesaid, on page 8; and the second by deed from Therese M.

Raymond and husband, dated June 8, 1916, and recorded in book 141 of deeds,

for Dukes County, aforesaid, on page 190, and so forth; also being the right

of way extending from North Water Street to the lands of Albert H. Storer as;

shown on two certain maps of United States lighthouse property at Edgartown,,

Massachusetts, on file in the office of the second lighthouse district at Boston,.

Massachusetts, the first bearing date June 29, 1911, and the second bearing date

November, 1912.

The report of the House of Representatives on this bill is attached
hereto and made a part of this report together with the report of the;

Department of Commerce on the amendment proposed.
S R-69-1—vol 2 64
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[House Report No. 742, Sixty-ninth Congress, first session]

The Committee on Interstate and Foreign Commerce, to whom was referred
the bill (H. R. 10860) to authorize the Secretary of Commerce to dispose of cer-
tain lighthouse reservations, and to increase the efficiency of the Lighthouse
Service, and for other purposes, having considered the same, report thereon with
a recommendation that ft pass.
The committee submit herewith the explanations of and reasons for approval

of the several sections of the bill:

Section 1: (1) Crown Point, N. Y.—The act of February 20, 1911 (36 Stat.
924) authorized the States of New York and Vermont to rebuild the Crown Point
Lighthouse tower, on Lake Champlain

' 
N. Y., so as to make it a memorial to

Champlain, and provided that it should continue to be maintained by the Light-
house Service as an aid to navigation. It is now found that the needs of naviga-
tion may be sufficiently met by an automatic light, which will do away with the
necessity for a lightkeeper. It is important, however, that the reservation
and tower be under proper care and supervision, because of its historic interest
and the large number of people visiting it. There is a New York State park
adjoining this reservation, and the State desires to add the lighthouse reserva-
tion and memorial tower to this State park. This will effect a material economy-
for the United States in the operation of this station, and be an advantage to
the public, without lessening the value of the aid to navigation. The reservation
includes about 10 acres. The estimated maintenance cost of an attended light
is $1,600, that of an automatic light $300.
(2) Elm Tree Beacon Lighthouse Reservation, N. Y.—The Elm Tree Beacon,

on the southeast side of Staten Island, N. Y., has been changed to an electric
light and the site of the keeper's dwelling is no longer required by the Lighthouse
Service. The War Department has requested the transfer of this site containing
about 1.1 acres, for use in connection with future development of Miller flying
field.
(3) Brewerton Channel Rear Range, in approach to Baltimore Harbor, Md.—

The light at this point has been changed to an unwatched electric light, and
the only portion of the reservation now required by the Lighthouse Service is,
the site of the skeleton tower from which the rear light of the range is displayed
together with a right of way. The Treasury Department has requested the
transfer of the property for Public Health Service purposes. The extent of the•
-property to be transferred is 0.918 acres.

(4) Cape Charles, Va.—The lighthouse on the OM Cape Charles reservation
was abandoned when the present lighthouse was built some distance away, and the-
old tower and reservation are no longer needed by the Lighthouse Service. The
Treasury Department has requested the transfer of the property and has obtained

.cession of jurisdiction from the State of Virginia in order that it may be used
for Coast Guard purposes. The extent of the property to be transferred is about.
.6 acres.

(5) Long Point and Coinjock, N. C.—The lighthouse depot at Long Point is
no longer needed by the Lighthouse Service, and that site has been abandoned
and the depot moved to Coinjock. It is proposed to transfer the Long Point
property to the War Department for the use of the engineers, in exchange for
property at Coinjock not required by the engineers and which is now being
occupied as a lighthouse depot under a revocable license. The Long Point
reservation to be transferred is about 12 acres.

(6) Amelia Island, Fla.—A large part of the reservation is not needed for
lighthouse purposes. The entire reservation contains about 428 acres, located
ozon the Atlantic Ocean near the city of Fernandina. The site of the lighthouse
was purchased in 1838. Sections 9 and 12 that are now surplus were reserved
by Executive order of February 2, 1860. The city of Fernandina wishes to
:acquire for park purposes that portion of section 12 lying north of the shell road,
containing approximately 115 acres. That portion of section 12 lying south of
-the shell road and containing approximately 18 acres, and all of section 9, con-
taining approximately 289 acres, will be sold by sealed bids as soon as the returns
of the recent survey have been approved by the General Land Office. A 6-acre
tract will be retained for lighthouse purposes.

(7) Cunningham Creek, Ohio, near Lake Erie.—This property, consisting of
about 1 acre, has been occupied for two or three generations by Joel Norton and
descendants. They appear to have occupied the property in good faith and
have paid taxes on it. If it were not for the fact that the prescriptive right does
not operate against the United States, these people would now have a valid title

•
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'ierived from long occupation without any adverse cairns. The reservation is
no linger required for lighthouse purposes, and it is considered equitable to con-
i;!!ii title in the heirs of Joel Norton for a nominal consideration.
(8) Round Island, Mich.—Located in the Straits of Mackinac, north end of

Lake Huron, Mich. The entire reservation contains about 360 acres. The
lighthouse and fog signal are located on the north end of the island. About 8
acres are all that are required for lighthouse purposes as the site for these struc-
Irre. The property was reserved by Executive order of October 26, 1874.

izo!,-, part of this reservation is not needed by the Lighthouse Service, and has
ec,1 requested for use as a State park, for which use it would undoubtedly be of

gi eat benefit to the .public.
(9) Copper Harbor, Mich.—This is a part of what is known as the Copper

Harbor Range Lighthouse Reservation, reserved by Executive order of April 19„
1892, and containing altogether about 116 acres. The reservation originally con-
sisted of lots 2 and 3, section 33, township 59 north, range 28 west. In 1921 that
portion of lot 2 lying east of the creek that drains Lake Fanny Hoe was trans-
ferred to Keweenaw County, for $2,000, in accordance with the act of February
5, 1921. The tract which it is now proposed for public-park purposes, and which
is no longer needed by the Lighthouse Service, consists of 50 acres in lot 3. This
will leave about 6 acres in lot 3 and about 5 acres in lot 2, or, a total of approxi-
mately 11 acres to be Ietaink for lighthouse purposes. The property is located
on Lake Superior about 40 miles northeast of Calumet, Mich.
(10) Makapuu Point.—The roadway is used chiefly for public purposes and is

difficult tb maintain on account of storms, as during heavy rains the road washes
away badly. The transfer of the portion of the road as proposed to the city and
county will relieve the Lighthouse Service of this expense and will be a saving
tq the Government, and at the same time will insure a suitable right of way to,
the light station. The extent of the property to be conveyed is about 5 acres.
(11) Jones Point Lighthouse Reservation, Va.—A new automatic light has been

constructed on a new site at Jones Point, and the reservation acquired April 3,
1855, is no longer needed. If retained by the United States it will become unused
and unproductive property. The boundary stone marking the miginal southern
corner of the District of Columbia is located on the reservation, and the Mount
Vernon Chapter of the Daughters of the American Revolution has requested'
that the reservation be transferred to that organization in order that it, together
with the boundary stone, may be maintained for historical purposes. The
Mount Vernon Chapter of the Daughters of the American Revolution has been,
granted a revocable license by the Department of Commerce to occupy the
property for historical purposes pending permanent transfer. The tract to be
transferred contains approximately 3,000 square feet of land.
(12) Big Sable and Little Sable Lighthouse Reservations, Mich.—Each of these

reservations contains more land than needed for the requirements of the Light--
house Service. The State of Michigan has requested that the surplus portions
of these two reservations be transferred to the State for park purposes. Under
the act of March 4, 1913 (37 Stat. 1019), the Secretary of Commerce could sell
these surplus properties by competitive bids. It is considered, however, that if
they are transferred to the State of Michigan and preserved as public parks,.
the value of the tracts retained by the Government for lighthouse purposes will
be enhanced, and better access to the light stations will be secured if the State
takes control of the surplus tracts and maintains suitable roads as provided in
the bill. This paragraph, if approved, would supersede H. R. 9972. About 803
acres of the Big Sable Reservation would be available for transfer, and about
192 acres of the Little Sable Reservation.

(13) Cleveland, Ohio.—The present keepers' dwellings, which accommodate
four families, are situated in the midst of the wholesale business district of
Cleveland, occupying a site that is more valuable and suitable for business
purposes, and because of the smoke and dirt and close proximity to a large.
freight terminal warehouse are far from desirable from a residence standpoint.
The value of the present property is estimated to be in excess of $75,000, whereas
the needs of the Lighthouse Service can be better provided for at a cost of not.
exceeding $60,000. This legislation, therefore, will result in a saving to the
Government and improvement in living conditions for the keepers, and advantage
to the city of Cleveland.

Section 2: This section provides for the reversion to the United States of cer-
tain reservations proposed to be used for park purposes under the conditions
specified.
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Section 3(a) : Benefits of Public Health Service for lighthouse employees.—The\
act of August 28, 1916 (39 Stat. 528), provided for medical relief without charge
for light keepers and assistant light keepers of the Lighthouse Service at hospi-
tals and stations of the Pu6lic Health Service under the rules and regulations
governing the care of seamen of the merchant marine. The hospitals and sta-
tions of the Public Health Service are for the most part located at the principal
ports, and while convenient for the use of seamen, are inaccessible for many
lighthouse keepers who are stationed at remote or isolated points. Many keep-
ers are, therefore, unable to avail themselves of the legislation enacted for their
benefit, whereas if authority existed for their obtaining treatment from hospitals
or physicians in near-by localities, under proper limitations, they would receive
its benefits. The Coast Guard now receives such medical treatment for the men
in the life-saving stations, who are in many cases located close to the lighthouse
stations and engaged in a somewhat similar occupation. It is estimated that
the expense occasioned by the proposed legislation would not average in excess
of $1,500 per annum, but it would afford relief in a number of meritorious cases.
This provision was recommended by the Secretary of Commerce at page 43 of ,•01

1k/
his Annual Report for 1925.

Section 3(b): Medical, surgical, and hospital services for lighthouse vessels.—At
present there is no provision for Inedical or surgical attendance on the entire
fleet of about 115 vessels of the Lighthouse Service. This provision would be

' especially valuable when long voyages are undertaken, such as the annual trip of
the tender to western Alaska, and the transfer of vessels between the Atlantic
.and Pacific coasts. It is not, however, contemplated that medical officers will be
required on more than a small number of vessels, and the annual expenses would be
-very small, much less than if the Lighthouse Service itself undertook to provide
any medical staff. The providing of medical supplies for vessels is also an
important part of this provision, such supplies being difficult to procure and keep
in good condition by persons who are not medical officers. The Treasury Depart-
ment, by letter of January 6, 1922, stated that there are no objections to these
provisions, which are also recommended by the Secretary of Commerce at page
43 of his Annual Report for 1925.

Section 4: Claims for damages to personal property.—This provision will permit
of adjustment of claims by lighthouse employees, within the limit specified, for
loss of or damage to personal property incurred in the performance of their duties,
as in case* of storms, tidal waves, collisions, or fires at lighthouses, depots, or on
vessels. Congress has occasionally passed special bills for such relief, but the
process of such legislation is necessarily slow, and the present lack of system
results in unequal justice. Lighthouses are for the most part situated at remote
isolated points where in case of severe storm, tidal wave, fire, or other calamity
it is difficult to obtain assistance for the saving of property. Lighthouse em-
ployees in such emergencies have devoted themselves to the maintenance of the
lights, the saving of public property, or the protection or rescue of human life, at
the sacrifice of their own property, which is frequently damaged or destroyed.
This may represent the accumulations of a lifetime and be a serious loss. The
furnishings and equipment at stations, where such are provided by the Govern-
ment, are designed only for actual necessities in the performance of duty, and
employees must necessarily have some personal property at stations at which
their duty requires them to reside.
The conditions and limitations of the proposed legislation for this object are

practically the same as those which Congress has already provided by law for
reimbursement for losses sustained by men in the military service (July 9, 1919;
40 Stat. 845, 880), and in the naval service (October 6, 1917; 40 Stat. 389).
The expense entailed by this provision would be small. In some years there

are no cases at all of such damage; and the average annual cost is estimated not
to exceed $1,000. This provision was recommended by the Secretary of Com-
merce at page 43 of his Annual Report for 1925.

Section 5: Purchase of commissary and quartermaster supplies.—Many light-
house vessels and stations are in remote localities, where obtaining of supplies
is difficult and expensive. The pay of the employees affected is small, and this
privilege would be of assistance to them in obtaining suitable supplies economi-
cally. The act of March 6, 1920 (41 Stat 506, 507), extends such privileges to
the Coast Guard and the Public Health Service, and from the nature and location
of duties there appears to be no reason for a distinction. The Navy Department \
already permits sale of such supplies to lighthouse vessels, and War Department \
to certain keepers in Alaska. The proposed legislation would make a uniform \



LIGHTHOUSE SERVICE 5

system. This provision was recommended by the Secretary of Com
merce at

page 43 of his Annual Report for 1925.
Section 6: Sale of lighthouse apparatus or equipment.—

The private aids act

of June 20, 1906 (34 Stat. 324), and the marking of wre
cks act of March 3, 1899

(30 Stat. 1152), require the use by private parties, and
 by municipalities and other

official or semiofficial bodies, of apparatus similar t
o that used by the Lighthouse

Service, which in most cases can not be procur
ed in the general market on

account of its special character, being either manuf
actured by the service or

specially for the service. In such exceptional cases it
 is considered advisable as a

matter of cooperation to authorize the sale of such
 apparatus by the Lighthouse

Service. At present lighthouse property may be sold only af
ter condemnation

'and advertisement under the act of March 4, 1913 (
37 Stat. 1019). Provision

is included in this legislation that such sales must be
 under regulations approved

by the Secretary of Commerce, which will impose
 suitable restrictions. Nc

expense would be incurred by this provision an
d a slight revenue would accrue

to the Government, although the number of su
ch transactions would be small

and the amount probably less than $500 annuall
y. It is not intended or desired

to compete with commercial enterprises, but s
imply to be in a position to

cooperate in some transactions that are relat
ed to the Government's work, and

where the use of suitable equipment will 1)e to t
he public benefit.

Section 7: Post lights on the Allegheny and Roc
k Rivers.—The appropriation

" General expenses, Lighthouse Service,' autho
rizes expenditures for "lighting

'of rivers heretofore authorized to be lighted." 
Since 1874 provision has been

made for lighting about 55 rivers, including most
 of the larger navigable streams,

but there is no authority for maintaining light
s on nontidal waters except as

specifically conferred by Congress.
The Allegheny River is under improvement by

 the United States Engineers

and the commerce aniounts to about 4,000,00
0 tons annually, which is con-

sidered as warranting the establishment of post l
ights between Pittsburgh and

Kittanning, Pa., a distance of about 45 miles.

The Rock River as a whole is classed as a navi
gable waterway of the United

'States, but its special feature for navigation is a
 stretch about 10 miles in length,

connecting locks 29 and 30 of the Illinois and 
Mississippi Canal, of which it is an

important link. All through water traffic from the Great Lakes to the
 Missis-

sippi River must traverse this stretch of the 
Rock River. The Illinois and

Mississippi River Canal was constructed by the 
Government about 20 years ago

at a cost of $7,000,000, and is maintained in firs
t-class condition, being navigable

day and night by vessels of not over 7 feet dra
ft. The commerce in recent years

has been approximately 12,000 tons per annum
, with an average value of $200,000,

and about 16,000 passengers. Upon completion of the State Canal now under

construction at a cost of $20,000,000 by the
 State of Illinois, to open up the

Lakes-to-the-Gulf waterway, the estimated co
mmerce over the Rock River and

the Illinois and Mississippi Canal is not less 
than 500,000 tons per annum.

Section 8: Amendment of Lighthouse Servic
e retirement law.—By section 6 of

the act of June 20, 1918 (40 Stat. 608), Congre
ss provided a retirement system

for "all officers and employees engaged in th
e field service or on vessels of the

Lighthouse Service." Retirement for these lighthouse employees was provided

on account of the hazardous and responsib
le character of their work, both to

increase the efficiency of the service and to 
do justice to the personnel. It is

based on the same general grounds that reti
rement on a somewhat similar system

is provided for the Coast Guard, the Coa
st and Geodetic Survey, the Public

Health Service, the Army, and the Navy. T
he Lighthouse Service in its work

and duties is in a closely similar status to th
e Coast Guard and the Coast and

Geodetic Survey. It is engaged in work of a hazardous character
 for the pro-

tection of lives and property on the sea, and 
its personnel under the law is also

stibject to transfer to the Navy Department 
or to the War Department in time

of national emergency, and a large propor
tion were so transferred during the

World War.
The provisions of section 6 are for the purpose

 of modifying the present Light-

house Service retirement law in an important 
respect in which it differs from the

retirement law of all the above-mentioned se
rvices, and in a detail considered

necessary for the efficient operation of the Li
ghthouse Service and to do justice to

its personnel. All of the services named have retirement f
or their chief officers,

though the duties of the chief officers of the L
ighthouse Service require them to

spend as much of their time in the field as is r
equired of similar officers in the other

services named. The duties of the four officers in question ar
e comparable in

this respect to those of district superinten
dents of lighthouses who are within the
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Lighthouse Service retirement act. These district superintendents each hav4 anoffice headquarters where they are engaged part of the time in the administraJonof the district, part of their time being spent in supervision and inspection offield work.
The positions referred to in this section are of a technical character, and a7;appointments to them have been by promotion. In future such promotion wouldprobably be from persons now in the district field service, who are now subjectto the Lighthouse Service retirement law and who would thus lose their retire-ment status if promoted to these higher positions.

DEPARTMENT OF COMMERCE,
Washington, April 24, 1926.Hon. WESLEY L. JONES,

United States Senate, Washington, D. C.
MY DEAR MR. SENATOR: I inclose a memorandum from the Acting Commis-sioner of Lighthouses approving the amendment to House bill 10860, providingfor the release by quitclaim deed to Dr. Mefford Runyon of the Government'sinterest in the right of way at Edgartown, Mass.

Yours faithfully,

Memorandum for the Secretary of Commerce:
1. With reference to the proposed amendment of House bill 10860, now beforethe Senate, by providing for the release, by quitclaim deed to Dr. MeffordRunyon, of the Government's interest in the right of way at Edgartown, Mass.,I find that this property is a portion of an easement at the Edgartown lightstation, acquired by the United States from Seth Vincent et al. by deed of July30, 1828.
2. The easement acquired by this deed passed over land belonging to Mr.Albert H. Storer, Dr. Mefford Runyon, and Dr. E. H. Raymond. The bureauhas no evidence other than H. R. 361 and a letter of January 20, 1925, from Mr.Stanley L. Gedney, jr., attorney for Doctor Runyon, to Hon. Frederick R.Lehlbach, copies of which are herewith, that the property formerly owned byDr. E. H. Raymond over which a part of the easement passed is now owned byDoctor Runyon. That portion of the easement crossing the land of Mr. Storerwas transferred to Mr. Storer by the United States by deed of July 31, 1920, inexchange for a new right of way across another portion of Mr. Storer's land.This exchange was made by authority of the act of August 28, 1916 (39 Stat.538). The effect of the release of that portion of the easement crossing Mr.Storer's land was to relieve the land of Doctor Raymond and Doctor Runyon fromthe remaining portion of the easement, but the passage of this legislation is neces-sary to clear the record of title of the present owner of the land over which thisportion of the right of way passes. This portion of the easement is correctlydescribed in the draft of the proposed amendment attached, and it is recom-mended that it be approved.

HERBERT HOOVER.

DEPARTMENT OF COMMERCE,
BUREAU OF LIGHTHOUSES,

Washington, April 24, 1926.

J. S. CONWAY,
Acting Commissioner of Lighthouses.
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